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Foreword


A little over a year ago I was reading The 80/20 Principle for about the tenth time. I happened to be working with managers from several of the world’s largest companies and was stunned by how little they applied the principle to the way they managed. In conversations it became clear that they knew the 80/20 Principle, but the way they managed demonstrated that they weren’t deploying its practical power in their daily work. 


So I wrote to Richard and suggested he write the book you are holding in your hands now. 


Why did I do that?


Because I want to see more 80/20 managers in the world. Lots more. 


What does that mean?


I want more executives who achieve great results, transform their companies, and help the people they lead to do their best work; and at the same time to feel more fully alive, satisfied and happy themselves. Most of all, I want to see the very character of the way we do business transformed, so everyone realizes that extraordinary results are possible with ordinary effort – if we really care about achieving those results.


The virtue of this book is that it is immensely practical. You will start applying the lessons as soon as you read them. Are you ready to take your life and your business to the next level?


The genius of the 80/20 Principle is that it is counter-intuitive. The genius of Richard Koch is that he makes the counter-intuitive accessible. 


At the same time it is essential to understand that while Richard makes high achievement as easy as it can be, it’s not true that you can attain great goals without some unusual effort. The point is that this unusual effort doesn’t have to be a grind. It doesn’t have to be soul-destroying. It doesn’t have to compromise your values. It doesn’t have to risk overwhelming you or your loved ones. In fact, all of these things would be clear signals that you were on the wrong path. 


The unusual effort that this book so brilliantly encourages is in the mind. Are you willing to think in a new way, on a new level? If so, prepare yourself to sit at the feet of one of the masters. He is about to teach you how to use the most productive levers at your disposal, including many you thought were out of your reach. 


If you put into practice what you learn within these pages, you will find that it is the most enjoyable effort you have ever exerted, not only for you but for everyone around you. When correctly embraced, the 80/20 Principle is life-enhancing for everyone.


I have enjoyed watching this book evolve, and it has been a privilege to watch Richard work, see his ideas develop, and observe his passion for helping you, the reader. This is a book that will help you become the best version of yourself; and it will lead you to help everyone else live their best life, too. 


Read this book and you will enjoy it. Live this book and you will find it is a game-changer. 


Everybody wants to work for an 80/20 manager. 


Isn’t it time you became one?


Matthew Kelly
 Singer Island, Florida 
June 2012





Preface



When work is a pleasure, life is a joy!
 When work is a duty, life is slavery.


The Lower Depths, Maxim Gorky


Would you like to simplify your work and life? Is the sheer volume of work you face so daunting that you often fall behind? Does it seem that work controls you, rather than the other way round?


If so, you’re not alone. A large number of managers – especially in these difficult times – feel like that.


But there is a solution. And that solution will not only improve your performance exponentially but will enable you to do so by working less hard.


Yes, really.


The answer is to become a much more effective manager, and this book will show you how. It will also show how to enjoy your work and build a fulfilling career without stress or long hours. And how to achieve far more than you do at the moment without denying who you are, or short-changing your family and friends.


How is all of this possible? 


Most companies, and certainly most managers, focus on inputs rather than outputs. They look at process – the 1001 tasks you have to do each week. Whereas they should be looking at results – specifically at what produces the best results. Yet, as this book will show, when you really scrutinize what produces great results, the answer is surprising.


As you will discover, most great results are achieved through relatively little action and energy. But the small inputs that produce big results are generally hidden by a mass of inputs that produce a few good results, and often many bad ones. Companies and managers tend to look at averages, not outliers and extremes. Yet, surprisingly, these are what really matter.


We know this because of a strange economic principle first outlined over a hundred years ago by the Italian economist Vilfredo Pareto. Since then, it has been validated by numerous other economists and business strategists. The ‘Pareto Rule’ – or, as I call it, the 80/20 Principle (or simply the Principle) – is the observation that if you divide the world into causes and results, relatively few causes (roughly 20 per cent) nearly always lead to most of the results (roughly 80 per cent). Thus, a small number of people are responsible for most human progress (and indeed most human disasters). A few motorists cause the majority of accidents. A few managers determine the success or failure of their company. Time and again it has been shown that a few products, customers and decisions account for most of a firm’s profits. By concentrating on the vital few customers and products – by selling more of the highly profitable products to the ultra-profitable customers – it is often possible to multiply profits many times.


Fifteen years ago, I wrote a book that extended the use of the Principle to our personal lives. In this new book, I deal with the working lives of managers, and the few things they need to do in order to maximize the results they achieve. First, I’ll introduce you to the Principle and explain how it works. Fundamentally, however, this is an eminently practical book that tells you how to put the Principle into practice as easily and simply as possible. If you are allergic to numbers, you could even skip Chapter Two, which focuses on the Principle itself (although it requires no prior knowledge of, or interest in, economics and statistics). The heart of the book is Part Two, which guides you through ten ways in which to become a super-effective manager. Rest assured that all ten of those techniques are grounded in a proven economic principle, even if it seems to work in a weird and counter-intuitive way.


Half the battle of making yourself a much more effective manager lies simply in understanding the topsy-turvy world we inhabit – where most effort is a waste of time but a few well-chosen interventions can transform both your own and others’ lives. As you progress through the book, you will discover many surprising insights that will revolutionize your view of life and work. For example:




	
Managers need a lever if they are to make a small amount of effort go a very long way in terms of results. We will look at seven sources of leverage, some of them obvious, others less so, but all of them under-used.


	The most successful managers don’t just help themselves. They help other people – in particular those who don’t know each other because they move in different worlds – to connect with each other.


	Managers who are respected (and often loved) allocate a little time each week to encourage, support and guide their people. You will soon appreciate that the returns in terms of productivity and team spirit are out of all proportion to the small amount of effort required.


	Effective managers also liberate their staff, giving them the freedom to do what they do best. But it should be noted that this is not a soft option. It demands total honesty and openness on both sides, as well as the enforcement of high standards.


	Managers do not have to be short of time – in a second-pinching world they can be time-rich. The greatest results are achieved by standing back from the sound and fury that engulf almost everyone else.


	All successful careers can be crystallized to a few infrequent, but critical, decisions.


	Exceptional progress flows from combining cultivated laziness with intelligent thought and extreme ambition.





Some of the ten ways to become an exceptional manager are easy to master. Others require more effort, but only in the sense of being willing to change your approach, not the more traditional effort of hard grind and venturing down blind alleys. All ten produce a phenomenal long-term payout, not just financially but in terms of feeling good about yourself because you are making other people’s lives better.


This may sound too good to be true. So is there a catch? 


Well, actually, there are three.


To make this new approach work for you, first you have to be willing to cast off your old assumptions and work habits. You must stop following the herd and start to think everything through for yourself. That can be tough until you get used to it.


The second catch is that you have to work in the right kind of job, for the right firm, with the right kind of boss. Broadly speaking, this means you will have the discretion to make a difference in a company that encourages rather than suppresses freedom and creativity. Unfortunately, most jobs and most companies do not fit this description. Yet, there are some of them out there, and they are quite easy to find. They tend to be highly successful, growing when most of their competitors are stagnating or declining, and they have very happy employees.


The third catch is that you must want to do something with your life. And by that I mean really want it, with all your heart and soul. It doesn’t matter what you want to do, as long as you’re serious about it.


If these three catches haven’t put you off, read on. As Karl Marx, one of the most original thinkers of the nineteenth century, said in another context, you have nothing to lose but your chains.


And you have a wonderful world to win!




As to methods there may be a million and then some, but principles are few. 


The man who grasps principles can successfully select his own methods. 


The man who tries methods, ignoring principles, is sure to have trouble.


Ralph Waldo Emerson
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PART ONE


THE QUESTION:  ARE YOU OVERWHELMED?





Chapter One: Would You Like to Simplify Your Work and Life?


Roy Grace felt increasingly that his life was a constant challenge against the clock. As if he was a contestant in a game show that did not actually offer any prize for winning, because it had no end. For every email he succeeded in answering, another fifty came in. For every file on his desk that he managed to clear, another ten were brought in.


Peter James, Dead Tomorrow1 


Work is overwhelming. Do you find that? Does everything pile up in your inbox and on your desk? Do you feel like you are always falling behind? Do you struggle to finish your ‘to-do’ lists? Is it often late in the evening before you arrive home? Do you feel constantly on call via your mobile devices? Do you have a sinking feeling on your way to work and a guilty feeling on the way home? Do you think that you’ll never get on top or your workload, never feel in command? Do you suspect that your bosses neither understand nor care?


If you can identify with any of those issues, I have good news for you.


Work doesn’t have to be that way.


I don’t deny that these pressures exist, or that they are increasing for most managers.


When I started in business, forty years ago, I worked for a large oil company. It was frustrating because there were so many layers and departments in the organization, but it was not overwhelming, and plenty of people were happy to help if I needed them. These managers were bored because their own plates were far from full. There were simple procedures to follow, clear job descriptions, and colleagues who had a great deal of time on their hands to show me the ropes.


Every Friday, the senior people in my department would head off to the pub around twelve o’clock for a two- or three-hour liquid lunch, and after a while I was allowed to tag along. During these long lunches, I learned that many of my colleagues didn’t like their jobs, but I never heard any of them complain that the pressure was getting too much for them. Work was pleasantly – even unremittingly – social. There was always time to sit with your feet up, shoot the breeze, and organize your life outside of the office. Nobody – and I mean nobody – used to work through lunch at their desk in the 1970s.


Around this time, Robert Townsend, who developed Avis Rent-a-Car from a tiny outfit into a highly successful international company, did something almost unique for a manager in the 1970s. He wrote a book! He was so fed up with the multiple layers of bureaucracy, the sprawling conglomerates that were increasingly remote from both workers and customers, that he unleashed a thundering volley against the fat cats who were running Corporate America, accusing them of stifling people and strangling profits. The neat title of his book was Up the Organization.


 ‘In the average company,’ Townsend began, ‘the boys in the mailroom, the president, the vice-presidents, and the girls in the steno pool have three things in common: they are docile, they are bored, and they are dull.’2  America had become ‘a nation of office boys’, ‘mortals trained to serve immortal institutions’. His message to chief executives was: ‘Your people aren’t lazy and incompetent. They just look that way … Stop running down your people. It’s your fault they’re rusty from underwork.’3 


Several of Townsend’s indictments still resonate today, over forty years on. But did he really say, ‘rusty from underwork’? That doesn’t sound right to our modern ears. Perhaps he was being sarcastic. But no, he was serious. Back in 1970, there was too little managerial work to go around.


How times have changed! The excess people have long since gone. Perpetual ‘restructuring’ has heaped more and more work on fewer and fewer managers. The most abused word in the manager’s lexicon these days is empowerment – a process that generously allows you to do two or three jobs instead of one. You can forget those leisurely liquid lunches. The new routine might be good for your liver, but you will be hard pressed to find enough time even to grab a sandwich around the middle of the day. 


Now the watchwords are operational excellence, which means ever-lower costs; commoditization, which means making and selling goods as cheaply as possible and draining everything of personality; and accountability, which means that someone is routinely shafted whenever profits dip … and that ‘someone’ might well be you. If you are not prepared to play this game, rest assured that an eager beaver somewhere else in the world will gladly do it for a fraction of your salary. That is great news for customers, but it sucks for workers, managers and the company itself.


Unsurprisingly, the great majority of managers now find work overwhelming – frenzied, stressful, complex, unrelenting, exhausting and demoralizing. But a small minority have managed to buck the trend. They are optimistic, confident, relaxed and happy. They keep their work and their lives simple. 


This book is about these two kinds of manager – those who are always on top of things and those who never are. If you feel you fall into the second category, the good news is that you can break out of it and join the successful 20 per cent. But before we go any further, here’s a short quiz that should help you decide which type of manager you are. Give an immediate response to each question, without thinking too much.





The manager x-ray quiz




	How long have you been in your current job?


	How long have you been in your current organization?


	How many hours a week do you work?


	Do you compile ‘to-do’ lists?


	Do you love your work? Do you ‘tap-dance’ your way to the office?


	Is there too little time to finish everything you want to get done?


	Have you been promoted rapidly in your career so far?


	Do you like your boss and is he or she generally helpful?


	Same question for your boss’s boss.


	Do you have valuable insights into your work that your colleagues do not?


	Are you often stressed or tense at work?


	Can you think of another job or career that you would rather have?


	Do you talk to customers every week or nearly every week?


	Are you pursuing a simple strategy that is working well for your unit?


	Do you have one or more great mentors?


	Do you regularly lunch with different acquaintances outside the firm?











Scoring


Question 1: If you’ve been in your current job less than two years, score 1 point. No score if you’ve been in it between two and four years. If you’ve been in it more than four years, score –2.


Question 2: If you’ve been in your current organization for less than four full years, you get 1 point. No score if you’ve been there between four and seven years. If you’ve been there seven years or more, score –2.


Question 3: If you work 35 hours or fewer, score 2. For 36–40 hours, score 1. No score if you work 40–49 hours. Score –2 if you work 50 hours or more.


Question 4: 2 points if you answered No. No score for Yes.


Question 5: 2 points for Yes. No points for No.


Question 6: 2 points for No. No points for Yes.


Question 7: 2 points for Yes. No points for No. 


Question 8: The same.


Question 9: The same.


Question 10: The same.


Question 11: This time No gets you 2 points. Yes gets you 0 points.


Question 12: And again.


Question 13: 2 points for Yes. No points for No.


Question 14: And again.


Question 15: And again.


Question 16: And again.





Work out your total score. We’ll come back to what it means at the end of the chapter.




Two ways to manage


You were probably taught the standard way to manage, or maybe you picked it up through osmosis:




	You work hard, often put in long hours, and are highly visible and available.


	You are continually busy, exhibiting a buzz of activity. 


	You answer inputs from bosses and colleagues in a timely and linear way. For example, if someone sends you an email, you respond promptly. This seems perfectly natural and no more than good manners. It does, however, have the disadvantage of increasing internal communication, and the time it consumes.


	You have some discretion to think about what you are doing and do it your way, but always within the constraints of company policy, teamwork and what your bosses want.


	There is an unspoken rule that you should not be too different in style or behaviour from the bulk of your bosses and other colleagues.





In practice, this management approach quickly leads to overload. You slip behind with your work and never really catch up. Tellingly, the strain is felt most acutely in the run-up to a holiday … and when you return to the office. Sometimes it can seem that work disapproves of relaxation and is determined to take its revenge.


The other way to manage is much less prevalent, but the road less travelled is more peaceful. If you are one of these rare managers:




	You generally put in fewer hours than your colleagues. You will probably work long hours occasionally, but only because you are enjoying yourself or reaching the climax of a specific project. Once it’s over, you know how to relax.


	You are – unfashionably – not very action-oriented. Sometimes you might simply sit quietly at your desk, with no paper or electronic devices in sight. You spend a lot of time thinking, and a considerable amount talking, face to face. Much of your time is spent out of the office.


	You focus on outputs, not inputs. Your in-trays bulge. You have tight spam filters, but there are still a hell of a lot of unanswered emails in your inbox. Nevertheless, you often do not feel the need to respond to incoming emails or texts immediately, only answering them at particular times of the day. Each morning, you work out the one thing you want to accomplish that day. Then you do nothing else until that task is complete. 


	You keep your work simple. You remove or ignore the trivial clutter that routinely strangles your colleagues. You work primarily on what can be done quickly, yet will make a big difference. And, as far as possible, you delegate or overlook everything else.


	In a quiet way, you’re a non-conformist. You are still a team player, accessible and friendly, but you often say things that surprise your colleagues. You can be inconsistent. You ask a lot of questions. You think the unthinkable. You experiment. Sometimes you take a long time to reach a decision, but once you have done so you are resolute … at least until you change your mind. In other words, you do things your way.


	You feel successful, although your definition of ‘success’ may not match anyone else’s! 


	Superficially, you seem quite similar to your colleagues because you don’t make a big deal about your differences. Only those who know you well or work with you closely realize how unusual you are. The biggest difference of all is that you are unstressed, unhurried and usually happy. 





So, is the difference between the vast majority of managers and this alternative, contented breed just a matter of temperament and personality?


No, it’s not. What makes them different is not what they feel but the way they think.


They have a secret weapon … aside from the fact that it’s not secret at all. They would be more than happy to share it with you if you asked. But almost nobody does.


Put simply, they understand the Principle. They use it every day, both inside and outside work.


But can one small piece of knowledge really explain all of their success, happiness and lack of stress?


Yes, it can. And we’ll see why in the next chapter. 


First, though, let’s return to the quiz. Are you currently one of the overworked, overstressed majority of managers or one of the few I call ‘80/20 managers’. The higher your score, the more likely you are to fall into the latter category. The minimum score is –6; the maximum is 30. 


If you scored 25 or more, you are already behaving like an 80/20 manager. 


Between 15 and 24 means you are not yet fully an 80/20 manager, but you are on your way. 


If you scored below 15 – as most managers do – that is good news, too! Yes, really. Because if you are prepared to change your approach to work you will become much happier and more effective. And why wouldn’t you want to do that? 





Chapter Two: The Secret Weapon


I went to a bookstore the other day. I asked the woman behind the counter where the self-help section was. She said, ‘If I told you that, it would defeat the whole purpose.’


Brian Kiley


In order to do a good job of those things that we decide to do, we must eliminate all the unimportant opportunities.


‘The Apple Marketing Philosophy’, 19771 


At the risk of upsetting the sales assistant in Brian Kiley’s story, I am going to tell you.


The secret weapon – the thing that will turn your life as a manager on its head and allow you to cut through work like a chainsaw through sticky toffee – is the 80/20 Principle.



What is the 80/20 Principle?



It is the observation that a small number of events give rise to the majority of effects. Most consequences come from few causes. The great majority of outputs come from a small minority of inputs. The lion’s share of results comes from a small amount of effort and energy.


We may find that 80 per cent of consequences arise from 20 per cent of causes, or that 80 per cent of outputs come from 20 per cent of inputs, or 80 per cent of results from 20 per cent of effort. Typically, 20 per cent of professional athletes will scoop 80 per cent – or more – of the competition prizes. You will wear 20 per cent – or less – of your clothes more than 80 per cent of the time. A mere 20 per cent of burglars will make off with more than 80 per cent of the loot. Just 20 per cent of your car journeys will clock up more than 80 per cent of your total mileage. Only 20 per cent of your time will generate more than 80 per cent of your useful results. And 20 per cent of your decisions will lead to more than 80 per cent of your success and happiness – or the opposite. 


When we collect data and test the 80/20 Principle, we usually find that most outputs flow from few inputs.


The amazing thing about the Principle is that very few things matter at all; but those that do matter enormously. That means most of us don’t live our lives or conduct our careers sensibly, because we don’t acknowledge that only very few inputs are all important. Life – especially in the workplace – conspires to make us chase numerous irrelevant objectives that sap our energy without ever giving us what we really want.


The true value of the Principle is that it helps us to identify those few activities that we should pursue because they will lead to great results.


Let’s be clear. The Principle is not a theory. Nobody dreamed it up. It came from observation – from examining the relationship between a number of causes, expressed as a percentage, and a number of results, also expressed as a percentage. The observation is illuminating because we find that a few causes – approaches, methods, decisions, natural events, products, technologies, types of people, types of action, or resources of any sort – lead to results out of all proportion to the number of causes or the effort involved. 


The Principle enables us to focus on the good causes, root out the bad ones, and forget about the mass of trivial and weak ones that make a lot of noise but lead to nothing except confusion. Whether we realize it or not, all progress – from evolution through natural selection to the latest version of the iPad – comes from conscious or unconscious experiments in which a few immensely productive events triumph at the expense of everything else. Awareness of the Principle enables us to simulate, multiply and accelerate those things we want to happen.


For example, as Walter Isaacson makes clear in his brilliant biography of Apple’s founder, Steve Jobs continually focused on a handful of core products and core features – the few features that would be used most of the time – and ignored everything else.2  In 1997, when Jobs was reinstated as the boss of Apple, the company was near to insolvency, with only five weeks of cash flow left. But Jobs ‘began slashing away at models and products. Soon he had cut 70 per cent of them. “You are bright people,” he told one group. “You shouldn’t be wasting your time on such crappy products.”’3  And so Apple abandoned all its non-core products, including printers, servers, and the Newton personal digital assistant, with its imperfect handwriting-recognition system. By focusing on the 30 per cent of products that generated cash, and scrapping the 70 per cent that drained it, Jobs saved the company. 


Once he had identified Apple’s core products, Jobs set about applying the Principle to their features. Why, for example, was the iPod such a great success? The answer is simple:


Apple studied mp3 players and figured out the 20 percent of features that 80 percent of the users actually use, and then they figured out how to implement those features better than anyone else … By removing the clutter of unused features and focusing all the effort in outperforming everyone else on the features that actually matter, Apple made a world class mp3 that to this day commands an untouchably huge market share.4 


When Apple introduced the iPhone, many commentators initially wrote it off because it lacked so many of the features boasted by the BlackBerry, such as a hardware keyboard. But that was exactly the point. When the idea of an Apple phone was first mooted, Jobs said, ‘We would sit around talking about how much we hated our phones. They were way too complicated. They had features nobody could figure out, including the address book. It was just Byzantine.’5  The iPhone, by contrast, focused on the 20 per cent of features that everyone used more than 80 per cent of the time, made those features fun and simple to use, and presented them in a product that was thinner and lighter than any rival. 


Even so, many critics predicted that the $500 iPhone would be a disaster. ‘It’s the most expensive phone in the world,’ carped Microsoft CEO Steve Ballmer on CNBC, ‘and it doesn’t appeal to business customers because it doesn’t have a keyboard.’6  To some extent, Ballmer’s reservations have been borne out by the sales figures: by the end of 2011, 100 million iPhones had been sold, giving Apple only a 4 per cent share of the global cellphone market. But, by selling that relatively small number of products at a relatively high price, Apple makes more than 50 per cent of the total profits enjoyed by all cellphone manufacturers (a 4/50 pattern).7  


The Principle applies not just to products and features, but to customers, activities, the time we spend at work and outside, and even to our health and happiness. Ask yourself, for example, whose friendship you value most. Those friends are probably few in number – certainly below 20 per cent of your total number of friends – but they contribute the great majority of happiness and meaning to your life. Yet, the sad fact is that most of us spend far more time with friends, neighbours and acquaintances who are marginal to our contentment than we do with the few people who mean the most to us. Similarly, if you ask someone about the bugbears that make their life a misery, they often respond with a very short list. So isn’t it a pity that so few of us act decisively to rid ourselves of these few causes of unhappiness?


Once we understand the few vital things that make us happy and most useful, the Principle enables us to reproduce, multiply and hasten the arrival of those things we want to happen. And it shows us how to cut out most of the useless white noise that has us running around in circles.


The origins of the Principle


The idea – although not the moniker ‘80/20’ – came from an Italian economist working at Lausanne University at the end of the nineteenth century. Professor Vilfredo Pareto was studying patterns of wealth in England and realized that all the data he collected showed almost exactly the same pattern of unequal distribution. It didn’t matter whether he was looking at statistics from the sixteenth century, the nineteenth century, or any other time period, a small proportion of the total population always enjoyed a very large proportion of the total wealth. Next, Pareto moved his analysis to different countries, and he was thrilled to find that Italy, Switzerland and Germany all followed an almost identical pattern. Using his accumulated data to draw graphs, Pareto devised an algebraic equation that he found applied to any wealth distribution, anywhere, at any time in history. 


The graphs and equations still work today for wealth distribution, but they are equally applicable in any number of other areas, too: the incidence of earthquakes or asteroids relative to their magnitude; the ranking of cities relative to their populations; the number of weddings relative to the areas where the bride and groom lived; the number of customers and products relative to the profits they generate; and countless other relationships, both natural and man-made. In terms of results, a few very powerful causes (the most profitable customers, for example) and events (such as big earthquakes) dwarf the rest.


Pareto’s work was purely descriptive. He simply observed data that researchers had painstakingly accumulated over centuries and identified a pattern. However, he could not explain that pattern. In fact, nobody has ever come up with a convincing explanation for why the Principle holds true across so many different phenomena, countries and time periods. It just seems to be the way things happen. But the more you think about it, the stranger it becomes. It contradicts our expectations.


What really fascinates me about the Principle, however, is its asymmetry, its imbalance. In most important areas of life, a small number of events have a proportionately large effect. A few people accumulate most of the wealth. A few causes have the most important results. The majority of people are silent, unheard. The minority make most of the music. 
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