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9   SIMPLICITY 

“Innovation is saying no to a thousand things.” 

Steve Jobs 

As investors in outstanding companies, we 

acknowledge the negative force that complexity 

exerts and how it tends to build over time.  We aim to 

avoid a trend of growing complexity whenever we 

detect it and we look for great leaders who know how 

to fight the odds by keeping it simple. 

Most successful companies start out simple but 

cannot avoid complexity as they grow the business.  

While technology and the network effect may 

produce economies of scale, most other factors do not 

scale as well.  Employee interactions, customer focus, 
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product development, and strategic vision are all 

common victims of complexity in larger 

organizations.  Moreover, as leaders become further 

separated from the end customer, most companies 

struggle to remain simple. 

Complexity inflicts not only organizations, but life in 

general. As the consultant Alan Siegel humorously 

points out in a recent book titled Simple, the United 

States was founded and governed for over two 

centuries on the basis of a single six-page document.  

Yet, these days, the income tax code alone runs over 

fourteen thousand pages.  From utility bills and legal 

documents to insurance policies and medicine labels, 

it is hard to deny the growing challenge that 

complexity presents to our daily lives. 1 

The upshot of this widespread growth in complexity 

is that it places a greater premium on simplicity.  

Indeed, the offering of a simple solution within 

complex domains explains some of the greatest 

innovation successes in history.  The challenge, 

though, is that accomplishing simplicity is not a 

simple matter.  It requires an almost obsessive 

engagement from leaders, and a sort of focus that 

most big companies lack. 

The power of simplicity is not a new idea.  The 

Franciscan William of Ockham, best known for the 

Ockham’s razor principle, was a prominent advocate in 

Medieval England. But the concept gained cult-like 

devotion in the Bauhaus design movement that 
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emerged in Germany after World War I.  The 

Bauhaus school reinforced simplicity, symmetry, and 

functionality, while downplaying unnecessary 

complexity.  In a 1983 talk in Aspen, Steve Jobs 

publicly discussed his embrace of Bauhaus and how it 

would become the new “high tech.”  He was right.  

This same Bauhaus devotion to simplicity applies as 

equally to architectural design as it does to 

organizations and investing.  

Just as simplicity can lead to greater customer and 

employee satisfaction, the lack of it tends to produce 

the opposite result in ways that are often unexpected.  

In a famous study from the field of social psychology, 

researchers from Columbia and Stanford Universities 

demonstrated how buyers of jams at a supermarket 

are six times more likely to purchase a jar when they 

are presented with six choices, than when they are 

presented with twenty- four.2  “The desire to choose,” 

they write, “often operates independently of any 

concrete benefit.”  Whereas classical economic theory 

relies on concepts of cost-benefit analysis to explain 

rational behavior, such research has shown 

definitively that the reality of choice follows a 

different set of rules.  Basically, we all think we want 

more choices, but the more choices we get, the less 

satisfied and more confused we become.  Some have 

referred to this phenomenon as decision fatigue, which 

is essentially another permutation of the same 

complexity that inflicts governments, companies, and 

investment portfolios alike. 
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Another domain where complexity has created havoc 

is investment management.  In his 2014 book The 

Investor’s Paradox, veteran fund-of-funds manager 

Brian Portnoy promotes the notion of success through 

simplification.3  He claims that institutional investors 

today are overwhelmed by choices, brought about by 

the convergence of mutual funds, hedge funds, ETFs, 

as well as the explosion in the availability of 

information.  The solution is focus.  His company 

picks its managers based on only four core criteria:  

trust, risk, skill, and fit.  According to Portnoy, 

method matters more than content, and endless 

information gathering without a method to structure 

it, is like drinking from an inexhaustible firehose.   

With the goal of making systematically rigorous 

decisions, we strive for simplicity at Victori Capital, 

both in form and function.  While the simple answers 

are not always easy to arrive at, we’ve come to 

appreciate that it’s often those few simple decisions 

that make the greatest difference.   
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