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Abstract: The economy has been dominated by a terrible trio of metrics for many decades.
The terrible trio are: (1) money profit for the business owners; (2) stock prices in capital
markets for investors; and (3) GDP growth as an indicator of economic health. These
measures encourage decision making that suited the shortage economy of years past, but do
not suit the highly productive surplus economy of the 21st century. More meaningful metrics
are needed for a smart society that needs to solve the problems of aging populations,
population explosion, youth joblessness, global trade imbalances, bottom of the pyramid
poverty, hunger, shelter, health, education, etc. water shortage, energy shortage, climate
change and carbon pollution, waste, security and so on. Many initiatives exist to improve
accounting and accountability and the reporting of impact. So far none has anything like the
power and reach of the prevailing terrible trio that dominate the metrics of the modern
economy and society.
Chair, Speakers: Peter Burgess -- TrueValueMetrics, Jonathan Cloud -- Center for
Regenerative Community Solutions , Nicole Stubbs – First-Access
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Simply put, if I was a hammer, I would look to fix society by banging on a nail … but I have
been a corporate CFO and accountant and I see the world through the perspective of
accounting and metrics.
At my age I have lost patience in the stupidity of the quarter on quarter money profit growth
… but what might be better?
In the corporate world … accounting … money metrics are ubiquitous.
In my world … data … for value metrics … are at the center of everything.

Over time we
• plan;
• organize; and
• implement.
and
• we get some results from an activity; and
• we have an impact on society.
Over time there is a change in the state of society from the beginning of the period to the end
of the period
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This is the same theme … except it shows the idea that the data are everywhere

Data must be:
• collected;
• analyzed;
• used for feedback; and
• acted upon.
Data are used:
• to plan, organize and implement; and
• to revise plans; and
• to improve implementation; and
• to get better results.
At the end data should show that the post activity state is better than the pre-activity state.
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The real world is incredibly complex.
This graphic gives an idea of what makes up the complexity:
• at the National level; and
• at the Community level.

With data it becomes possible to better understand:
• opportunities
• potentials
• constraints
The graphic was prepared a few years ago … if it was to be reworked toady it would reflect
the role of organizations in the framework. This is important as we shall see later.
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Over time I have come to realize that many of the world's thoughtful academics and analysts,
who do analysis of society and possible solutions end up adding to the complexity. These are
some examples:
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This is another example:

and this
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Others who work on different aspects of performance and efficiency end up looking at the
performance of organizations. The underlying purpose of the metric seem to be to improve
the performance of the organization and the outcome for investors!
For example: in my view, the Michael Porter initiative referred to as 'shared value' has a huge
flaw as a new approach to socio-economic metrics. As I see it, Porter makes the flawed
assumption that the corporate organization as it presently exists should be the preferred
instrument or vehicle for global economic activity. Good metrics do not anticipate the answer
… they measure / collect data … then there is analysis … then there are conclusions.
Maybe the corporate organization is the best way to get optimum economic performance, but
this is not self evident. Certainly it has proved better than the state as in the communist
model, but that is a pretty low bar.
My tutor Andy Roy taught me the sequence: collect the data, do the analysis, draw the
conclusions while I was at Cambridge a long time ago … and I believe he was absolutely
right.
<<<
Missing [Slide 9]
and measure the impact by reference to a sad metric … the increase in stock price:
• Amazon
• Apple
• Salesforce
So what are we trying to do … what should we be trying to do?
What is the purpose of life?
I argue that the purpose of life is simply this:
• To have fun, and leave the world a better place.
To have fun … be happy
Leave the world a better place … the main elements are:
• Making sure the next generation has what it takes to be great citizens … a family
centric responsibility; and
• Making sure the planet is not destroyed by greed and stupidity
So how to measure this:
This is a simple description of the steady state:
• The state at the beginning of the period is the same as the state at the end of the
period … that is ordinary daily activities sustain the status quo
• A progress metric … comparing the state at the beginning with the state at the end of
the period results in ZERO
This can be represented by the following graphic:
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Steady state:

Good progress:

When the State at the end of the period is better (bigger) than the State at the beginning of the
period as a result of daily activities, there is an improving quality of life:
But conversely … when the State at the end of the period is less than at the beginning of the
period, there is an 'OOPS' … a deterioration in the quality of life
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SO … there are three possibilities
• Stable;
• Improving; and
• Deteriorating.
So lets look at this in more detail.

1. State: State is the Value Balance Sheet at a point in time.
• The State is an aggregation of all the relevant values
2. Progress: Progress is the change in the Value Balance Sheet … the Change in State
… from the beginning of the period to the end of the period.
• In practical situations, many components of the balance sheet stay the same
over the period
3. Performance
• (a) One measure of performance is resources consumed in the period related to
the valuadd … that is: the value change or the change in state from the
beginning of the period to the end of the period.
• (b) Another measure of performance is the relationship between resources
consumed and how much done. This gives a unit cost of progress and unit cost
efficiency
Resources consumed may be the money cost, but is more likely to be more than that
reflecting impact on various aspects of natural capital, some which is renewable, some not.
We can look at either the complete balance sheet of the community … or just the parts being
impacted.

LeftForum_Burgess_Pres01_130601b.odt

Page 9

Impact is positive when something gets better … there is value creation greater than value
consumption … sometimes referred to as valuadd
Impact is negative when something gets worse … there is value consumption greater than
value creation … sometimes referred to as value destruction.
For example:
• There is value creation when needed electricity is generated
BUT
• There is value consumption because resources are being used; and
• There is value destruction because of pollution … particulates, carbon, water, etc

LeftForum_Burgess_Pres01_130601b.odt

Page 10

This is a graphic about malaria

A few years ago there was a big push to fund malaria reduction activities, especially in
Africa. The commitment is ongoing, and substantial.
The two main interventions have been Long Lasting Insecticide Impregnated BedNets
(LLIN) and Artemesin based anti-malarial drugs especially for children and pregnant women.
Some malaria experts insist that there are better and less costly ways of addressing the
problem of malaria such as integrated malaria and mosquito control initiatives that are based
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on data about the specific situation in a place, and where activities are based on the specific
situation in time and space.
Using TVM we could have done cost analysis of both approaches in specific locations, and
be in a position to choose future interventions based on data about performance and results
rather than data about levels of activity.

The cost of peace
I am British … you might not have noticed … and I grew up with a big interest in the Royal
Navy. This is a modern US naval vessel …

But as a cost conscious accountant, I look at this picture and I translate this into many
trillions of dollars. Is this the best way to ensure peace and prosperity and to make enduring
friendships?
I am pretty sure that there is nobody that can do money profit justification for everything that
is done by and around the military industrial complex.
Or putting it another way … when we do TVM style value chain analysis, I believe we will
find that there are some parts of the value chain that are making huge money profits while
society at large is footing the bill!
The PR about military spending talks about protection 'Liberty' and the American quality of
life. If these ideas of liberty and quality of life have meaning in the context of military
expenditure justification, then these same ideas should be applicable also in the world of
social investing where the impact is on people, place and planet, and maybe not much of
profit.
But maybe because of our addiction to money profit metrics, a multi trillion dollar military is
needed because the socio-economic system and the money profit metric allows these sorts of
situations … there is no profit in solving these sorts of problems
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This is from Biafra …

This is from Sudan …

What value life?
How does the money profit capitalist laissez faire market economy address issues like this?
My conclusion is that it does not … and cannot.
Better metrics are needed.
There are systemic problems with the modern monetary economy that absolutely have to be
addressed in order for the peoples of this world to have a secure, sustainable future.
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This is very personal … In the 1970s I was the CFO for Continental Seafoods Inc., a US
based shrimp fishing company that operated in many countries around the world. This is the
Monrovia Port in Liberia. In the background is the Mesurado Fishing Complex, and the little
office block behind the pile of human bones is where our local office used to be.
What value life?
Is this value destruction or what?
------ /// ------
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Metrics
A lot of initiative exist to improve the metrics being used
Among those engaged with sustainability … or green accounting … or carbon accounting …
they consider these initiatives to be successful.
I don't agree.
The terrible trio of money based metrics still dominate the conversation, that is
1. money profit for the business
2. stock prices for the investors; and
3. GDP growth for policy makers
Impact type metrics represent not even 1% of the metrics used in financial and economic
analysis. I don't think value accounting gets to be even one thousandth of what it needs to be.
So how does value accounting … TrueValueMetrics … get deployed to a scale big enough to
be effective. This graphic shows how TVM has a focus on community … the data that are
relevant to the community and the actions that should be done in the place locally, by the
local people and for local benefit.

Community data becomes part of 'Big Data' so that work that benefits community can benefit
from lessons learned in other places and best practice can be identified.
There can be feedback from the academic community to enhance progress and performance
at the local level.
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Clearly … in my view, anyway … the corporate organizations … multinationals … need to
do accounting that goes beyond money profit accounting … something like the framework of
metrics that is TrueValueMetrics… something that integrated money profit accounting with
valuadd accounting into a single system.
Every organization needs to do this … and perhaps especially banks need to do this, but
really every organization engaged in any economic activity, including government and notfor-profit entities.
To the extent that the corporate world … industrial, commercial, financial and political ...
won't engage, then we have to have an alternative ways forward.
Part of this is the potential to use independent mobile data collection technology … social
media that captures all sorts of data for social purposes and for commercial advertising, but
not much used yet for initiatives like TVM

Money
A local community should not be constrained by issues that originate a distance away … for
example: money should not be constraining the performance of a community. This might be
resolved by the community having access to a complementary currency.
The major world currencies … the dollar, the Euro, the Yen, the Pound, the Rmimbi are out
of control and constrain more than facilitate socioeconomic progress.
A complementary currency can be used in a local area to stimulate economic activity in ways
that major world currencies and their related institutions … banks, rating agencies, capital
markets, etc. … cannot. When something in a community needs doing, and there are human
and natural (local) resources to do it, then the transaction should go ahead using a
complementary currency denominated in some variant of community value units (CVUs).
The backing for such a transaction is not a paper construct like a US dollar … or a metal
backing like gold … but is the actual 'valuadd' associated with the transaction.
When things that are needed and don't get done even though material resources are available,
there is value destruction. Value destruction of this type is not part of the metrics of modern
society, though it is a very real issue in the performance of modern society.
Value chain is important and a key part of the metrics needed for a smart society.
Deterioration of a house does not only impact the owners of the house, but also the other
houses in the neighborhood. Value destruction multiplies. When the maintenance gets done,
the neighborhood claws back some of the value it lost. The people who work on the project
get some pay and this money has a multiplier effect in the community. To the extent that the
work cannot be paid for by the owner or the occupier of the house, it is paid for by the
creation of CVUs.
CVUs being issued for work to be done result in:
• Plus for the occupier of the property
• Plus for the owner of the property
• Plus for the neighborhood
• Plus for the workers
• Plus for the workers' families
• Plus for the local suppliers
The maximum issuance of CVUs is the total of the plus value in the local community, but it
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would normally be much less, being merely the amount of the pay to workers and the amount
of pay to suppliers.

LeftForum_Burgess_Pres01_130601b.odt

Page 17

