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Question:  You mention in your speech that TOC is about the 99/1 Rule, not the 
80/20 Rule.  Can you explain that? 
 
Answer:  Let’s start by talking about the 80/20 Rule.  The 80/20 Rule, also called the 
Pareto Principle was made universal by Juran and refers to the “vital few and trivial 
many”.  According to Juran: 
 

“It is a shorthand name for the phenomenon that in any population which
contributes to a common effect, a relative few of the contributors 
account for the bulk of the effect.”   

 

 
This principal is universal.  It applies to your customer base – 20% of your customers 
account for 80% of your revenue.  Your customers are independent or unrelated 
contributors to your revenue.   
 
When we are talking about maximizing profitability, and the contributors of 
profitability (various elements in your system) are related, then the 80/20 Rule still 
applies, but it is too broad.  Because the contributors of profitability are related, the 
largest contributor will have a much greater impact than all the remaining 
contributors.  This is due to the statistical fact that dependent contributors add up 
as the sum of their squares.  By squaring each contributor, the largest one ends up 
being closer to 99% of the sum of the squares.  This largest contributor is your 
constraint – it’s the thing that limits your profitability most. 
 
Most companies have one or few constraints.  The number depends on the number of 
independent processes.  If all your processes are in some way dependent on each 
other, then you will have one and only one constraint.  If you have 2 completely 
independent processes for 2 different products or services, then you will have 2 
constraints in your system.  Since your system is limited by the amount of work that 
the constraint can process, your constraint is the BIGGEST contributor to your 
profitability.  Hence, focusing on your constraint(s) is where you will have the 
greatest leverage on your profitability – the 99/1 Rule. 
 
In summary, when you are trying to identify where to focus your efforts (quality or 
otherwise) and the contributors are related or dependent, then determine your 
constraint (your 99/1) first.  Then, use the 80/20 Rule to determine the main 
contributors of an effect or problem within the constraint or constraint process.   

Book Highlight:  Bringing Out the Best in People 
This book by Aubrey Daniels was an excellent read.  The author addresses the 
diverse subject of Applied Behavior Analysis and its application to Performance 
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Management.  I read it because I end up in so many discussions with clients about 
employee recognition, reward, incentive programs, profit sharing, and the like.  
Reward, recognition, and incentive programs are a hot topic.  Particularly with my 
clients who are getting ready for growth or who have just achieved growth and want 
to share it with employees.  The problem with most programs, according to Dr 
Daniels, is that the recognition and reward comes long after the behavior has 
occurred.  And any time there is a delay between the behavior and the consequence, 
there are potential problems (the program is ineffective).  Dr Daniels recommends 
immediate, positive, and certain recognition/rewards and immediate, negative, certain 
course corrections.  If you combine Dr Daniels ideas with the TOC measures (T, I, 
OE, T/CU, T$D, and I$D) that align the entire organization to maximizing 
profitability, it seems to me that you would have a very effective system.   

What’s Happening? 
♦ We are working with Dr. Goldratt and Goldratt Consulting to deliver Viable Vision 

projects, in fact, The Science of Business® signed the first Goldratt Consulting 
Viable Vision contract in the US!  Welcome Reata Engineering (Denver, Colorado) 
to our TOC family!  Stayed tuned to track Reata’s progress as they go from $1.6 
MM in sales to $11MM over the next 4 years! 

♦ In recognition of our relationship with Dr Goldratt and the Goldratt Group, we 
have added “Goldratt Implementation Group U.S.” to our name. 

♦ Stonehouse Signs (Aurora, Colorado) has signed a contract with Science of 
Business® to maximize their profitability over the next 3 years. 

♦ Roller Die + Forming (Louisville, KY) and John Henry Company (Lansing, MI) have 
both signed contracts with Science of Business® and they will be pursuing their 
path to explosive growth. 

♦ Welcome to the TEC groups in Phoenix, Houston, Denver, Washington DC, Salt 
Lake City, Cleveland, and Louisville. 

♦ Brad Stillahn and Russ Johnson have joined me in delivering all this work.  Brad 
has a packaging background in operations, marketing, and recycling.  Russ is a 
professor at Metro State in Denver and former general contractor. 

Calendar 
Speaking October 6 in San Diego, Group TEC 466  “Maximizing Profitability” 
Speaking October 12 in Washington DC, Group TEC 124 “Maximizing Profitability” 
Speaking February 2-5 in Los Cabos to the Tag and Label Manufacturers Institute. 
The next Viable Vision seminar in the US is in October in Des Moines, IA, 
featuring Dr. Eli Goldratt, author of The Goal.  Register NOW!  Register with 
the downloadable fax form from my site and get a free hour of consulting. 
Viable Vision Seminars – September 8th in London; September 10 in Munich; October 
21 in Des Moines, IA … check out all the dates at www.Viable-Vision.com   
 

What’s a Viable Vision? 
The “Vision” is achieving a profit level equal to your current sales level within 4 years.  
The “Viable” is the specific strategies and tactics to make it happen. 
 
Seeing and hearing Dr. Eli Goldratt in person is an incredible treat.  Goldratt has a 
reputation for entertaining his audiences, provoking them, making them laugh and 
making them think. The next seminar is scheduled for October in Des Moines, IA.  
You can view executive comments about the seminar on line.   
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