“The 80/20 principle is the cornerstone
of results-based living. Read this

book and use it.” —Timothy Ferriss,
#1 New York Times bestselling author Now wiTtH

of The 4-Hour Workweek Four NEw

CHAPTERS

PRINCIPLE

THIRD EDITION

The Secret to Achieving

More with Less

RicHARD KocH



Praise for The 80/20 Principle

“The 80/20 Principle 1s the cornerstone of results-based living. Read this
book and use it.”

—Tim Ferriss, author of The 4-Hour Workweek

“Time management is not about organizing your daily tasks, it is about
organizing your essential daily tasks, and dumping the rest. Koch has made
millions from this—a bestseller based on just one idea—proving that it
works.”

—GQ’s 25 Best Business Books

“The 80/20 Principle is terrific!”
—Al Ries, bestselling author of Focus and Positioning

“Both astute and entertaining, this is an intriguing book to help people
concentrate on not wasting their lives.”

—Professor Theodore Zeldin, St. Antony’s College, Oxford University

“We give this Dali-esque masterwork 5 stars...a beautiful collage of well-
written prose...This book is worth many times its price.”

—Weston Review, Tampa Bay, Florida
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“For a very long time, the Pareto law [the 80/20 Principle] has lumbered the
economic scene like an erratic block on the landscape: an empirical law
which nobody can explain.”

—JOSEF STEINDL

“God plays dice with the Universe. But they’re loaded dice. And the main
objective is to find out by what rules they were loaded and how we can use
them for our own ends.”

—JOSEPH FORD

“We cannot be certain to what height the human species may aspire...We
may therefore safely acquiesce in the pleasing conclusion that every age of
the world has increased, and still increases, the real wealth, the happiness,
the knowledge, and perhaps the virtue, of the human race.”

—EDWARD GIBBON
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PREFACE TO THE EXPANDED AND
UPDATED EDITION

The 80/20 Principle is marching on—not just this book, but the principle
itself. In the past ten to twenty years, there have been incredibly significant
changes in business, society, our personal lives, and in our understanding of
how and why the 80/20 Principle operates. This has required a major
addition to the book.

The principle has never been as ubiquitous or important as it is now. In
the past, the principle gave those who used it a serious advantage. In the
future it will be an essential tool—and probably the essential tool—for
anyone who wants to succeed or be happy.

So what has happened in the past few years? Briefly, three things:

1 Top-down and large organizations are giving way—at least in the ability
to generate high growth, profits, and cash—to networks, and to network
ventures such as Apple, Google, Facebook, Uber, Amazon, eBay, and
Betfair. These kinds of networks and network organizations are coming
to dominate society and this is why 80/20 is becoming more prevalent.

All networks exhibit positive feedback loops—the big get bigger, the
rich get richer, the famous get more famous, and networks benefiting the
world (such as network businesses and the philanthropic organizations
they often spawn) and those not benefiting the world (such as drug gangs
and ISIS) become wealthier and more powerful.



The new Chapter 17 says what networks and network businesses are,
and why nobody in their right mind—if they are ambitious—would work
for anything but a network or a network business.

2 The 80/20 pattern that we have come to recognize for over a century—
and which has been remarkably consistent, varying mainly between, say,
70/30 and 90/10—is rapidly increasing to 90/10 and 99/1.

The new Chapter 18 describes how the lopsided distribution of causes
and results is becoming more acute, as improbable events and rapid
transformation of fortunes become more possible and influential.

3 There are a few rules of thumb that make all the difference between
success and failure, between personal fulfillment and personal angst, and
between happiness and misery. The new Chapter 19 describes five mega-
rules to live by.

There is one more thing that I have discovered. The greatest
manifestation of 80/20 was not included in the early editions of this
book. A new Chapter 16 describes “Your Hidden Friend,” which can
exert a super-potent and amazingly favorable influence on your life. The
hidden friend operates at extraordinary speed and impact for no
conscious effort at all. And properly trained, your hidden friend can
transform your life. This requires a little effort—the trick is to know how
to do the training, the coding, of your hidden friend. Chapter 16
describes how.

So there we have it. Four great new chapters. Go forth and shout the
good news about the principle from the rooftops.

The 80/20 Principle has already sold more than a million copies in thirty-
six languages. I dare to hope and expect that this new edition—which I
think is more valuable—will multiply that record.

For what has already been achieved, I am profoundly grateful to you, the
readers—the beneficiaries, perhaps, but also the evangelists. I know from
your messages and e-mails how mind-blowing so many of you are finding
the principle. Long may it continue, and thank you all so much. I may have
touched your lives, but you have certainly touched mine, and I am most
grateful.



Richard Koch
richardkoch8020@gmail.com
Gibraltar, March 2017
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The Universe Is Wonky!

What is the 80/20 Principle? The 80/20 Principle tells us that
in any population, some things are likely to be much more
important than others. A good benchmark or hypothesis is that
80 percent of results or outputs flow from 20 percent of causes,
and sometimes from a much smaller proportion of powerful
forces.

Everyday language is a good illustration. Sir Isaac Pitman,
who invented shorthand, discovered that just 700 common
words make up two-thirds of our conversation. Including the
derivatives of these words, Pitman found that these words
account for 80 percent of common speech. In this case, fewer
than 1 percent of words (the New Shorter Oxford English
Dictionary lists over half a million words) are used 80 percent
of the time. We could call this an 80/1 principle. Similarly, over
99 percent of talk uses fewer than 20 percent of words: we
could call this a 99/20 relationship.

The movies illustrate the 80/20 Principle. A recent study
shows that 1.3 percent of movies earn 80 percent of box office
revenues, producing virtually an 80/1 rule (see this page).

The 80/20 Principle is not a magic formula. Sometimes the
relationship between results and causes is closer to 70/30 than
to 80720 or 80/1. But it is very rarely true that 50 percent of
causes lead to 50 percent of results. The universe is predictably
unbalanced. Few things really matter.

Truly effective people and organizations batten on to the few
powerful forces at work in their worlds and turn them to their
advantage.




Read on to find out how you can do the same...







WELCOME TO THE 80/20 PRINCIPLE

For a®ry long time, the Pareto law [the 80/20 Principle] has lmbered
the economic scene like an erratic block on the landscape; an empirical
law which nobody can explain.

JOSEF STEINDL'

The 80/20 Principle can and shold be sed by eery intelligent person in
their daily life, by eery organization, and by eery social groping and
form of society. It can help indisdals and grops achieg muh more, with
muh less effort. The 80/20 Principle can raise personal effectieness and
happiness. It can mitiply the profitability of corporations and the
effectieness of any organization. It een holds the ley to raising the
qality and qantity of phlic serices while ctting their cost. This book
the first eer on the 80/20 Principle,” is written from a bming coniction,

glidated 1n personal and bsin ess experience, that this principle is one of
the best ways of dealing with and transcending the pressmes of modern life.

WHAT IS THE 80/20 PRINCIPLE?

The 80/20 Principle asserts that a minority of cases, inpts, or effort
sally lead to a majority of the reslts, otpts, or rewards. Taken literally,
this means that, for example, 80 percent of what you achieg in yon job



comes from 20 percent of the time spent. Tha for all practical prposes,
fon -fifths of the effort—a dominant part of it—is largely irrelevant. This is
contrary to what people normally expect.

So the 80/20 Principle states that there is an inbilt imbalance between
cases and reslts, inpts and otpts, and effort and reward. A good
benchmark for this imbalance is proided by the 80/20 relationship: a
typical pattern will show that 80 percent of otpts  resit from 20 percent
of inpts; that 80 percent of conseqances flow from 20 percent of cases;
or that 80 percent of reslts come from 20 percent of effort. Figre 1 shows
these typical patterns.

In brminess, many examples of the 80/20 Principle haw been zlidated.
Twenty percent of produts su ally accont for aboti 80 percent of dollar
sales @ la; so do 20 percent of cstomers. Twenty percent of prodats or
cstomers sal ly also accont for aboti 80 percent of an organization’s
profits.

In society, 20 percent of criminals accont for 80 percent of the ala  of
all crime. Twenty percent of motorists case 80 percent of accidents.
Twenty percent of those who marry comprise 80 percent of the dierce
statistics (those who consistently remarry and redierce distort the statistics
and gig a lopsidedly pessimistic impression of the extent of marital
fidelity). Twenty percent of children attain 80 percent of eduational
qalifications azilable.

In the home, 20 percent of yon carpets are likely to get 80 percent of the
wear. Twenty percent of yon clothes will be worn 80 percent of the time.
And if you hag an intrder alarm, 80 percent of the false alarms will be set
off by 20 percent of the possible cases.

The internal combstion engine is a great tribte to the 80/20 Principle.
Eighty percent of the energy is wasted in combstion and only 20 percent
gets to the wheels; this 20 percent of the inpti generates 100 percent of the
otpti
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Causes Consequences




Effort Results

Figure 1 The 80/20 Principle

Pareto’s discovery: systematic and predictable lack of balance

The pattern underlying the 80/20 Principle was discovered in 1897, about
100 years ago, by Italian economist Vilfredo Pareto (1848—-1923). His
discovery has since been called many names, including the Pareto Principle,
the Pareto Law, the 80/20 Rule, the Principle of Least Effort, and the
Principle of Imbalance; throughout this book we will call it the 80/20
Principle. By a subterranean process of influence on many important
achievers, especially business people, computer enthusiasts and quality
engineers, the 80/20 Principle has helped to shape the modern world. Yet it
has remained one of the great secrets of our time—and even the select band
of cognoscenti who know and use the 80/20 Principle only exploit a tiny
proportion of its power.

So what did Vilfredo Pareto discover? He happened to be looking at
patterns of wealth and income in nineteenth-century England. He found that
most income and wealth went to a minority of the people in his samples.
Perhaps there was nothing very surprising in this. But he also discovered
two other facts that he thought highly significant. One was that there was a
consistent mathematical relationship between the proportion of people (as a
percentage of the total relevant population) and the amount of income or
wealth that this group enjoyed.* To simplify, if 20 percent of the population
enjoyed 80 percent of the wealth, then you could reliably predict that 10
percent would have, say, 65 percent of the wealth, and 5 percent would have
50 percent. The key point is not the percentages, but the fact that the
distribution of wealth across the population was predictably unbalanced.



Pareto’s other finding, one that really excited him, was that this pattern of
imbalance was repeated consistently whenever he looked at data referring
to different time periods or different countries. Whether he looked at
England in earlier times, or whatever data were available from other
countries in his own time or earlier, he found the same pattern repeating
itself, over and over again, with mathematical precision.

Was this a freak coincidence, or something that had great importance for
economics and society? Would it work if applied to sets of data relating to
things other than wealth or income? Pareto was a terrific innovator, because
before him no one had looked at two related sets of data—in this case, the
distribution of incomes or wealth, compared to the number of income
earners or property owners—and compared percentages between the two
sets of data. (Nowadays this method is commonplace and has led to major
breakthroughs in business and economics.)

Sadly, although Pareto realized the importance and wide range of his
discovery, he was very bad at explaining it. He moved on to a series of
fascinating but rambling sociological theories, centering on the role of
¢lites, which were hijacked at the end of his life by Mussolini’s fascists. The
significance of the 80/20 Principle lay dormant for a generation. While a

few economists, especially in the U.S..° realized its importance, it was not
until after the Second World War that two parallel yet completely different
pioneers began to make waves with the 80/20 Principle.

1949: Zipf“s Principle of Least Effort

One of these pioneers was the Harvard professor of philology, George K
Zipf. In 1949 Zipf discovered the “Principle of Least Effort,” which was
actually a rediscovery and elaboration of Pareto’s principle. Zipf’s principle
said that resources (people, goods, time, skills, or anything else that is
productive) tended to arrange themselves so as to minimize work, so that

approximately 20-30 percent of any resource accounted for 70—80 percent

of the activity related to that resource.’

Professor Zipf used population statistics, books, philology, and industrial
behavior to show the consistent recurrence of this unbalanced pattern. For
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