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“Pareto diagrams help tell us where to 
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concentrate our limited resources
 to best effect.”

Pareto analysis is named after Vilfredo Pareto, a nineteenth century Italian economist. Pareto was concerned about the unequal distribution of wealth in the world. His studies proved that a relatively few individuals controlled much of the wealth, while the rest of the people had comparatively little. However, Pareto himself never heard of “the Pareto principle.”

Dr. Joe M. Juran, a world-renowned quality expert, came up with the term “Pareto principle” in the late 40s. Dr. Juran felt that what Vifredo Pareto found out about wealth and income was a universal “principle.” Juran called the significant items the “vital few.” The rest of the items, Juran called the “trivial many.”

The special graphs we call Pareto diagrams are constructed to separate the vital few from the trivial many. A Pareto diagram, then, is not really a tool for problem-solving, so much as it is a tool for analysis – for helping to determine which problems to solve and in what order.

A Pareto diagram presents problems in graphic form, like a column graph, but with the biggest problem on the far left and the others arranged in descending order of magnitude across the right.

With this kind of presentation, it becomes easy to see, for example, that 80 percent of sales are being made by 20 percent of the salespeople. Or that 70 percent of the clerical errors are coming from 30 percent of the clerical workforce. Or that most of the dollar loss from rejects is being generated by just a small number of machines.

Findings like these – especially when they’re presented in graphic form – tell us in no uncertain terms where to concentrate our limited resources to best effect. They remind us to stick with “first things first.”
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A Pareto diagram is useful when you’re facing a big pile of problems and need a systematic way to narrow them down to the vital few.  

· Which is the worst problem?

· Which is the Biggest contributor to the problem?

· Which happens most frequently? 

Pareto analysis helps answer these questions. Besides this kind of help in pointing out, Pareto diagrams also are used:

1. As a way to analyze problems from a new perspective or vantage point

2. For focusing the attention of others, as in presentations, on the problem-factor priorities

3. For improving the communication process, by presenting, graphically, what cannot always be so well expressed in words or raw data alone
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For comparing changes in the data from one time period to another, or from one operation to another

5. For the construction of cumulative-effect lines which can help answer questions like: “Which classes of errors account for half of our dollar losses?”

In the sample diagram below, you can see that the total number of errors is 60. Class A errors alone account for 36 of the errors, or 60 percent of all errors (36 / 60 = 0.6 x 100 = 60%). Got it?
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Okay, now pretend that somebody just asked you which classes of errors account for 80 percent of the total. Look at the cumulative line and see if you can figure out the answer. Write your answer in the space here:

“Eighty percent of the errors are being made in Class ________”
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