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Vilfredo Pareto

Self-Instructional

in his mid forties. In 1886, he became a lecturer i :

T 08 ; I economics and ;

CiverstsyfForos. Doy s st vt o0

mAGE ) lll)'cli ltical activity Fh.at kept him busy during his stay her '[gul 893

T e LRCE AR hr::; :Zn otf Po.htlcal Economy at the Univers;tyyof L:lsZnne iI;

| eroent SEEe populz;tion 0We t e discovery of the 80-20 rule accordi :oh 20
ned 80 per cent of property of Italy T}rnslr(ljg t el L

. iscovery wa

cip e : .Though P Kl . :

with socialists, he believed that their econorm'g:idireto miaintained cordial relationships
aswere flawed. He d ;

- enounced the

i i paigns :
e-lcboifr;l?cl Eaaclly'-ﬁf was the first to realize tha c beca.us.e ofthe growing unrest among
Z uilibrium could be achie
e ved. He laj
also introduced the notion of P ¢laid the foundati i
. are - ation of: 4 i
economic satisfaction when n ey According to thi ey O 'and
worse off. 110 one could be made better off ll)s e
' off by making someone else

Pareto studied soci
' 1ology holdin h
logical and most Person actions wer, Bl et e of social acti 0
uch actions were not”

actions. He turned to sogi  designed to gj i

o P ;10lo glve spur . .

theories did not work out in pi}llctt(i)cinderStand Why his a%stigsts logllf othe nonmanon?l
mathematical economic

was the intervention of soci

4.2.1 Pareto’ i
areto’s Economic Concepts

Paretoasanec i
g onomist made
0 several j
télat I;ullt a strong foundation for mical eaportant obscryyy
i u.sed successfully i sur TO-eConomics o ions and introduced concep's
economic concepts that v ral eco We study today. Pareto’s conceP's

NOmijc
: ere calculat
These include: Conceptualizeq (I:’l;ldtlons and observations. SO
reto e
e Pareto’s princi are used currently as wel g
iple or Py ently
venybetcent of peopl o\;exfo;s law: In 1996, p
€ Cre:. : (& 3 » Par )
in his ateda mathematicg] f,, %' PeT cent ofy ¢t0 made an observation 2"
scountry. The 80/20 Ry oa that deserip ealth. Based on this observatio”

20 . e
80N 2 universy] i 5 Percemﬁfe?a.“s that in anything 2 fewh
ivial. In 1940s, Dr. Jos¢P

could not make 0
. precise : Iple th
his resear, conclyg; athe called «:
ch and fin ons an, led vita] few and tI‘iVial m any

din u
peopl 8. The Sed Pareto’s pyy
ple owned §() per cent OfWigﬁ? Rula: Ieto’y prlnciple as abaseto writé

meant that 2 arety?
canbe appligdper centof defects Uran’g int-o Scase meant 20 per cent
efficiently, Papgy, 05t A0Ythin BUSCd 80 por ggry - 110dingS, the 80/20 Rule
these 20 p;:r C:I:lti? rrsl Principle rem. L today ygeq ;so fproblems. The 80/20 rule
management theorya;ers Produce 500 to fiyoy g 021:1(:5;?1% tool to maﬂa%1
per cent matters

Superstar M Oating ar Percent o

80 per cent f:;;gl:mem'AcCOrd(i)llll; :i Fareto ffll::e results. Currently, ther® ™ -
theory looks ang Sso’ltlhe focus g 10 this 1y, Sir:felzto produce what is call®
the time shoulq , ds flayye S On mang e O per cent people produce

na
©Spent dojy, &Ing only the 20 per cent-

®Cause jt
hatis gy imp?)?gs the fact that 80 per cen*®
nt,

o Paretoindex: The Pareto index is a measure of inequality of income distribution.
?arfato believed that in all countries and tinae, the distribution of income and wealth
is highly skewed with only a few holding most of the wealth. According to him all
observed socic:ties followed a regular logarithmic pattern: log N=log A+ mlogXx;
where N is the number of people who have wealth higher than x and A and m are
constants.

o Pareto’s char t: Pareto chart is a type of chart thathas bars as well as lines. The

individual valutes are represented in descending order by bars and the cumulative
eto’s chart is to view the causes

total is represe:nted by a line. The purpose of Par
ofa problem in severity from largest to smallest. The chart is used to statistically
demonstrate an d represent the 80/20 Rule.

o Pareto distribu tion: Pareto distributionis probabili
social, scientiffic, actuarial and geo-physical
mathematically realize Parefo’s principle.

e Ophelimity: Ciphelimity is ar economic con
measure of eccmomic satis faction. Pareto us
measure of brozid based sati:sfaction that encompa
These included ethical, mora |, religious and politica
utility in econonic calculatio 18.

ty distribution used to describe
phenomenon. It is used to

cept introduced by Pareto andisa
ed this concept to use utility as a
ssed other dimensions as well.
| dimensions. Pareto thus used

4.2.2 Circulation of Elites

ry was introduced by Pareto
ology. According to Pareto,

when one elite was replaced by another z_md not
syed thatevery individual was born with dlﬁ"erent
its, skills, aptitudes and attitudes. According to
d so each society Was heterogeneous. Pareto

‘me change. The theo

Ci : o
Irculation of Elites is a theory of reg _
3 concepts of his soc1

::;illrsl:(}:lfar one of the mgst interestiny
e 1ange or revolution took place
abilis ers were ove'nhrown. Pareto beli¢

1es and so acquires different concef

Pareto
» Classes existed in i
. every soc iety a1l :
also believed that the heterogeneity inthes ‘ociety was achieved on the account of moral,

mental, physical and cultural reascs. Het erogencity %2 jmportant in the society 0

P i i to also believed that people
ial balance and organization in t b€ society. Pareto
i . He believed {hat some people were more

V{ere differen ok ‘
gifted than Ot;grl: ;icliyﬂizs\zig s:tlgst;gzigil;yg coup were called the elit‘e.‘Pz:’reto defines
215“’-“ “a class ofpeople who had highest indice I their branch of activity ; fu"cifé‘s‘;lgj
W elite according to Pareto are successfiil business ™ professors, artiss anThe il
titers. Pareto divided the elite class of people int: © ™ broad categories. ¢ '
directly played some

(] . " s :
GOV‘?mmg elite was an individual who di
considerable part in the government and its fun

P ; Non_goveming elite were the rest of individuals. bl
o?rce to’s discussion was mainly based on the governing e\ 'ite anc.i he de;fel(;f: govemirg
irculation of Elites based on the governing elite- Ac cording to T

elites v |ayed an important
ere con - Ly v ly Theyiplayes:
cerned with administration directly or indire® ions in the society- The non-

role in :

vl m;he Society and even held prestigious places and positi | fihe governmentbut
eld hg elites did not participate in the administration 01U i and how it functioned.

aposition that in some manner did influence the administrat "

areto enlisted the following characteristics ©

[} e . . .
The class of elite is a universal concept

‘rectly or in
ctioning.

felites:

dacontint Jus process
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and ability to govern and thus fall in decadence and thus the kingdom or empire of the

Vilfredo Pareto e The individuals who did notbelong to the governing elite or the non-governing

Self-Instructional

elite were called non-elites

e The elite had to power to manipulate political power overtly or covertly
e The elite also had the power to establish his superiority over others

° The': elit_es always tried and ensured that the non-elites did not influence the
society in any manner whether economically or politically

The non-elites respected : .
approach pected only those elites who had a liberal outlook and

e The elite and non-clite members alway,

ok s show circulation whether upward or

Pareto also believed that eve i
! 5 Iy society had elite . :
since these elites were best or excellent, their number v%zra:l;p;egf cﬁ}}ﬁfereat klnfis ais
. Though a minor1

group, the elites could influence the development and progress of the soci ty. Pareto
society.

concluded that C:irculation of Elites was between elite and .
and non-governing elite. This meant that ap individual Concl)(?- :
u

becomes weak, a non-elite wh

On the other hand, when an elite
to take control of the power.

can violently overthrow the elite

O now POssesses power

According to Pareto, the cj
_ » the circulatiop :
classes of elites as i Of elites ¢ i
class while elites m:;gé? few individuals may join tﬁg t?{e place between different

; ome non-elie elite class from the non-¢lit®
the elite groups may declj i el P

' ine. Th . Taretoalso
quality and significance of the elitlz an happen in Cither aritflt;[eq that the numPef;’f
decline takes place, the elites cea Wil account of the yar; b th:
> arious factors. When tht

Se t ;
The reverse also holds true When 2: © elites ang come do
: me

; 2
Nafree anqg 1deal o

: ; : free i . ; ' '
circulation of elites is 3 theory thaltncgfsomety that we lril\lzgei;fel:tlons do exist andts(:)o
€ applied i - According to Paret®

n .

2 /

pyvgrd or dowr}wgrd Circulation of g; ever .

opinion that societics witt s Ites always H 'Y society and that there 1°
cies wi :

quote Pareto, ‘History is the gray
clgss emerges, dominates, fy g
elites. This process has been

circulation of elites is seldom

: S of atthe ~To
lls into decadey, Nstocracy? top never last

-Accordj lite
y . ¥ Cy and ; rding to Pareto, €ll
; : oin i is
is deﬁmte according to Paref = hg Onin histg e nal_ly Ieplaced by non-decadent
legdmg to the degeneratiop (;f a 1818 becayge e Crationg, Mortality of aristocracy
aristocracy do not necessarily porlStOCraC - Faretg alsa S were nvolved in historic war
SN o bel;
They rule because of the inheriteq pOZiS: i Qualitieg thzftegleved that the inheritors ©
1 eir fo le.
a refathers had to rui®

onbut y, :
Yithare o required skills, knowledg®

aristocrats finally falls.
According to Pareto, the governing elite are always in a state of continuous and

slow transformation. During its rule, the governing elite may face some problems and
violent disturbances and is replaced by a new elite group. This new elite group then
resumes the process of transformation. Pareto’s theory of Circulation of Elites, however,
faces some criticism. The main criticism comes because of the fact'tl.lat Pareto was
unable to provide a method of measuring and defining superior qualities of the elite.
Pareto simply assumes the fact that the qualities of the elite are superior than the non-
elite which may not always be the case.

CHECK YOUR PROGRESS

1. What is the 80/20 rule as observed by Pareto?

2. What is ophelimity?

3. What is Pareto distribution?

4. When did regime change take place according to Pareto?
5. What is the criticism for the theory of Circulation of Elites?

43 RESIDUES AND DERIVATIONS

i - entific theories and
In his stud ] s tried to unmask non-scientific :
yotendolugy B S distinction between the changing

belief systems. In his attempt to do so, he made a lled these derivations
ele{nents that somehow accounted for these theories and he ca
While the permanent elements were called residucs-

. ooical. However, the
According to Pareto, most of the human be.haVIOUIdW?;il\lsait to accept the fact
Umans want to believe that their behaviour is logical and d0

ing tries t0
t ; . 4 q i 'I‘hus, a human bemg
hat the behaviour s governed and determmedt :xg‘gg’ﬁours' Thus, he observed two

ﬁ}v? logical reasons to rationalize his though Jements of the phenomenon
Istinct elements to reach the theory. These were the COM@t eh L make use of to
‘rmtfler consideration and the numerous ingenious thefgn:: ;ng the latter derivations-
aty ; . ] u

onalize their actions, Pareto called the former 1est in the society as

: t
In order to prove that non-logical actions ar¢ i lm%(:lret:znd derivations. To
Compared to logjcal actions, Pareto developed the theory ey o used the following
AITive at the distinction between residues and derivations, Par'eh actions. From these
‘ethod. Pareto investigated doctrines that wer® associated Wit nd science. Pareto
:heoﬁeS, Pareto separated the elements that correspon_ded fologs d variables. He
hen SCparated the remaining non-scientific eleme

nts into O : Pareto,

c :
alled the constants as residues and variables as deTVEEL o o and arguments.
¢ was reasorllnz‘Z’JUStIﬁca

derivat :
ar“’atlons or variables arose only when ther st
'®to also believed that in the presence of these dertvatl iso claims the fact that an
i i CTiying constant elements called residues. Pare 7 ﬁ ir actions to be logical but
nfeimte number of derivations are used by humans ©© prtﬁvfﬁei)elieved to have remained
res . . : i a
esidues remain constant. Pareto listed siX resldltlzsalso claims that these classes of

Cong ; ;
tant throughout in the Western World. Pare nsities. These include:

res; .
Sidues are closely related to human instincts and prope

Seljllrl.\'ll'llt‘ri011al
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e Instinct for combination

e Group persistence

e Ability to i

; Powet:'to isi;\:s ientlments thro.ugh actions and outer expressions
power on society

o Residue of personal integrity

e Residue of sex

belief systems as w
ell as derivati
. 1ons. He i
when they take some action on the basis 0? il it e docive ol
residue. In most cases, the residue of
and the actions that they take

Pareto has nam
ed four di
T different classes of derivati
ons of assertiong include stat Aol Theseringlude:

° Derivations of authorj
society

em
ty include cop ents that are dogmatic in nature
cepts that are held in high esteem in th

e Derivations of verpg] proof'th
at

According to Pareto it

the ideology itself. rbal gymnastics, metaphors, €t

ation
that wag the actual content and formed

Criticism of Resj
esidue anq p
S

was the deriv

111;3 residue
O-historj
the ac l‘lcal prOCeS
eSidUet:al nzfﬁre OfreSidl?é?:I?(tih t;lr Criticism is that Pareto W2
i resi €I Critici the relati : is
ertltll)mengs named in 3 diﬁ:::ues Vasvague a: 'S that came front:](;nShlpdS tha;:s

een defined ! ent manp, om Bogardus $
instincts. The the(\)Nr}e,lll lnlthe Sense thate:h Other cri tizissen\;v-ere]uSt human instincts ane
i £ is the fact that resi

at residues

are not justi - SO criticj R
ot justifiable in a]] gy fiticised beggy, Teseem to e ; .
CUmstanceg SC1tis belje a decorative name giV%"

between_the different r,
the classification of the

weather cock

b and the v

ifthe underlying resigya 1% aCcorging ¢ 5.0 o Dt residucs and derivator

use of residues anq derie is constany, ordin e Wi O(iﬂl?, derivations are just li
Vations mq 0d direction and not sam® eve 5

SO Cco o

ong nm'es into criticism becaus®

Vationsjg g otions sometimes.

ory of g Pful in expyjqin: . ents
e Society, Plaining social move

Sl CHECK
. How did Paretq arriy
e

| .

44 LOGICAL AND NON-LOGICAL ACTIONS

;’Z}l:::tsgi};llr;ga ecom_)rm.cs, Pa:etp concluded that economics was limited to only asingle
oo Tisisd rn action: the action that was rfational and logical and was followed to
abictivelyes es?lurces. 'Parfeto, however, Fx:heved that human behaviours were logical
dirloved tcf:’atta\?}/ethas objectively. Acfcor.dmg to him an action was logical if the means
Paretq was als in the resources are objectively united and the goal is achieved objectively.
He turned { cc?nvxnced of the fact that true logical action was very rarely performed.

o sociology when he was convinced of the fact that human affairs were

guided by non-logical and non-rational actions.

P .« . . .
He e;I;rﬁto.broadly d1v1fled all actions into two broad categories: personal and social.
further said that all actions or social phenomenon had two aspects: form and reality.

Form i ;

isognniztttl:fnway? which the social phenomenon presents itself to the human

things and is%; subjective. Rea!ﬁy, on the other hand, involves

had two pa rtsf’mrziletely objective. Pareto also claimed thatall pers

actions as | s nes Z}Ild means. Using the basic traits of actions,
ogical actions and non-logical actions.

Par i .
logical acteito said that every social or personal action of
ons or non- logical actions. Logical actions are

logic
riment. . 2
connected. These actions are the ones in which the me

Logical Action

Alogi .
endsg;iaillta ](;t(;:)}? is the one in which the logical connection between
reality. Logical am‘ the mind of the person who performs the action and the
Ctween the m ction is thus pure rational action. Ina logical action, the logt
action and oth eans and the end must be approved by the person W
eing pe rfolme;PeOPIC who have enough knowledge of the fact whe
areto sajd thaf lls r‘eal OF I}Ot- .Thus, a logical action is both subjectxye and
of personal reaa ogical action is sgbjective because it is liked by certain peop
een predict dSOns. A loglcal action is objective because :
ed on the basis of some observations. Thus, Pareto enlisted the

C arac o .
teristics of logical actions.

L] Lo i c .
gical actions are based on logic and experiment.

* All .
l Personal or social actions that have adjustment between means
Ogical actions.

& :
Logical actions are real.
® Logj i
v gical actions are objective.
ogi i f
gical action must be accepted by the actor and de

e FOI‘ logi . :
gical actions, the ends and means must be scientl

d imaginations-

| sanctions b

ed objectively:

°® Th .
ere : . e
1sno place for logical actions 1 prejudices an

® Iflogi !

gical actions are justi :
justi " be socia
Justification. justified then there must

® Fora i |
usedn action to be logical, there must be a logical connect
and the end so attained.

mind and

the actual existence of
onal and social actions
Pareto finally divided

humans was based on either
the actions thatare based on
ans and ends are

the means and the

objective

ical connection
ho performs the
ther the action

objective.
le because

the end result obtained has

following

and ends are

ficand justiﬁed.

ehind the

on between the means
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e Logical actions must be motivated by reasoning,

e Logical actions must be rational.

Non-Logical Actions

Non logical actions are all those human actions that do not fall in t
actions. Pareto says that since these actions are non-logical it does not mean they are
illogical. Non logical actions are guided by sentiments and other non-logical factors. Non
logical actions are all those actions that do not show any logical connection between the

means and ends either subjectively or objectively. The non-logical actions can be divided
into four categories.

he scope of logical

e The no- no category in which the actiong are
between the ends and the means and the
that is logical.

not logical. There is no connection
means applied do not give any result

means applied but the actor does not
ends and the means in his mind.

observation

© Non-logical actions are guided not by reasoning |
e Non-logical actions alsg cannot be & 2ubby Impulses

determined by reality

; di ‘
the ends related with an action, Another lci?fu Itto dist
actions 1s more than that of logical ac fios T}lu ICI1Sm g ¢
action that is guided by imaginatiop, sentim

that non-logical actions are very logi
. 0
achieve the desired goal. i

inguish b

€tween the means alt
hat

Sisbecayg the number of non-logica!
iments ang e, A0S Want to perform anY
becauge they th & Also humans want to prove

"k s0 and are somehow able t0
the basis of thejy

relatig
e‘_)n Was based o, logic arrlldt llllrough logic. In other words:
Iractions ang ip s umans trj
ical action brlf tl}rll; hellr OWnway, I, 0311:;1 \:/0 p;ovlfui;/:z
he]ps hu a wa Sw or: S, i
mans atta; . a0t to make their thinking
i 9SS gog] i s o b
"When it wag performed. ’

Pareto believed that every actj
action to be logical through th
often fail to demonstrate log
appear logical. This in turn
achieved objectively or ag v

as desired by the actj

LIO. What is the criticism of logical and non-logical actions?

) -

CHECK YOUR PROGRESS

8. Whatis a logical action as defined by Pareto?

9. What is a non-logical action according to Pareto?

4.5 SUMMARY

; : nci at
® Paretoasa sociologist and economist gave several theories and prlnCIpleS th
can be applied today as well to the society.

° Pareto’s Law or the 80/20 Rule can be applied to anything and every o mthsz
society. According to Pareto, the 80/20 Rule says that 20 percent of people posse
80 percent of wealth. 1l

® This principle holds true for a wide range of activities inthe .present day:ls vtVZre;
In addition to this, Pareto also gave several other economic concepts tha
used today.

® Pareto developed the theory of Circulation of Elites in Wl.lich he sgld that reilglse
change or movement does take place in every society and is a continuous process.
However, according to ] db

° Pareto, regime change or a movement took place when one elite was replaced by
another and not when rulers were overthrown.

® Pareto said that the governing elite are people Wh_ - dividuals.
Administration functions while the non-governing elite are therest of the

. ; ; - on that can affect the
® The non-governing elite though not powerful are na positio i

decisions of the elite. The Circulation of Elites according to
between the governing and the non-governing elites. . Sding
® Pareto also developed the concept of residues and derivations. Residues acgehave
to Pareto were the constant factors that affected the way thfi hupaghs
While derivations are the underlying elements and keep changing.
® Paret developed the concept of logical and non-logical actions 0 el a
ehaviour of human. According to Pareto, logical actions Were s
ased on experiment.

® Butmogt of the actions that humans performed were non-
Y sentiments and non-lo gical factors.

) Par.e to also concluded that the humans tried to prove tha(; velope
logica and helped them achieve their goals. The concepts dé

are used to study the various aspects of a society.

o somehow affect the way the

xplain the
swellas

Jogical and were guided

their actions Wer®
d by Par eto

— T o B RS
4.6

KEY TERMS T

. . 5 nnection between
* Logicalaction: logical action s the one in which the logical ST forms the

. who pe
a © Means and the ends exist both in the mind of the PSR
C . . »,
tion and the objective reality.
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o Residues: Residues are intermediary between the sentiments, we cannot know
directly and the belief systems and acts that can be known and analysed.

B

4.7 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Pareto observed the fact that 20 per cent of people owned 80 per cent of wealth
and mathematically described it. This later came to be known as Pareto’s Rule.

2. Ophelimity is an economic conc
of economic satisfaction.

3. Pareto distribution is probability distribution that describes social, geo-phySiCal’
actuarial and scientific phenomenop,

4. According to Pareto, regime chan
another and not when rulerg were

ept that was introduced by Pareto and is a measure

ge took place when one elite was replaced bY
overthrown,

5. The criticism of theory of Circulation of Eljtes ; ' vide
to pro
amethod for measuring and deﬁning th gig - et wasiblo o

: i ; just
assumed that the elite wog] © Superior qualities of elites. ParetoJU
b s Wouldhave superior qualities than the non-elites. ;
- Toarrive ata distinction between res; investigaté
; sidu svat; tiga
doctrines that were associated ith porr . Sk denvatlons,.Pareto e
the non-scientific elements into co - ’
residues and the variableg derivat

9 ;l:inlsoal-li]the t?nds are logically Connecteq.
. - C .
T e i 5
ection ~10g1ca i no
10 Toecttiamotog s 8 o e
cast to distinguish wh;c 10n-logjcy) actions comes from the fact that it z (')s

. hactiong : Y
noteasyto distinguish betweep t;zeli?glcal and which are non-logical A1%° i

Cans and the ends.
48 QUESTIONS znp, EXERCISE
< .

1. Write a short note o ¢

he life '
2 : sketch

State the differen; charg it Of:Pareto.
3. How are the differen dia S of eliteg,

W S Of reg;
4. Write o short noge Onthe o Tesidueg ¢
ICISm of

actioﬂsi

(’

:

; :ncts
losely related to human instin

Long-Ap i ol
E-Answer Questig, *ieand derivations,

1

tesisa ¢
24,8 heg
The circy], i Iy of Tegime Pais e
Well. A few ing can ge.” Discuss. o5 P
may becop, Y joi Place betWeen di of elit e
©10-glifeg & N the eljte o ifferent classes 0 ° i

Clag , i
1. Discygs, S 1om the non-elite class W

3. Analyse the concept of logical and non-logical actions.

4. ‘Pareto studied sociology holding to the fact that much of soci.al actions were
non-logical and most person actions were designed to give spurious logic to the
non-rational actions.” Analyse the statement.
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