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Slide 1 - GOAL

March 2015

My GOAL is to design and deploy an
accounting system that accounts for impact
on people and planet as rigorously as
double entry accounting accounts for
money transactions that impact profit

Corporate money profit performance over
the past fifty years has been impressive

But labor income over the past fifty years
... hot so good
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Corporate Profits vs. GDP vs. Labor Income

Since 1970
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The Great
Prosperity:
1947-79

Pay Rose With Productivity ...

Wages and overall compensation,
for production and non-
supervisory workers (now about 82
percent of the private sector work
force), tracked steadily upward
alongside gains in productivity.

The rising value of goods and
services per worker meant
rising pay. But that
relationship ended
in the 1970s.
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CHANGE
1979-2009

— +80%

«. And Then It Didn’t

PRODUCTIVITY

CHANGE,
1979-2009

— +8%

AVG. HOURLY
COMPENSATION

— +7%

AVG. HOURLY
WAGE

Source: Robert Reich. New York Times. 9/4/2011
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World GDP-PPP per Capita

1820 TO 2010
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Real US GDP (Linear) 1790-2012
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World Population & GDP-PPP
1820 TO 2010: IN 20108 PURCHASING POWER
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The Idea of State — Flow — State

MULTI DIMENSION IMPACT ACCOUNTING (MDIA)

Double entry accounting is very clear about the difference between 'state' and 'flow'. Economics is less clear
about the distinction. This is one of the reasons why this initiative has been named Multi-Dimension-Impact-
Accounting. In conventional accountancy, the balance sheet is about 'state' and the profit and loss accounts are

about 'flow".

Another characteristic of conventional double entry accounting is that the result of 'flow' is a change in 'state’

In this graphic the value or 'state’ at the beginning of the period is the same as the value or 'state' at the end of
the period. This is a steady state situation where the activities of the period merely result in a sustaining of the

status quo.
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Where 'state’ at the end of the period is more than the 'state' at the beginning of the period, there is positive
progress.

ORDINARY DAILY ACTIVITIES

Where the state at the end of the period is less than the state at the beginning of the period, there is a problem.

ORDINARY DAILY ACTIVITIES

An important thing to note is that none of the details of the activities are needed in order to determine whether
or not there has been progress.

This is an incredibly powerful analytical method, and almost completely ignored in the analysis of progress and
performance in the socio-enviro-economic system.
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This graphic shows how setting the 'state’ side by side over time makes it relatively easy to understand how
things are changing. In the following: Yellow is about people, dirty brown is about man built structures and
systems, and green is about nature.
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As time goes by, people become more, and eventually richer as well.

Man built structures and systems get deployed more and more, and this enables a bigger quality of life.

Nature can easily handle people initially, but eventually MBSS gets very big and the natural systems get
overloaded and start to crash.
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On the left there is the 'state' at the beginning of the period (BOP), on the right there is the state at the end of the
period (EOP). In the middle there is the 'flow'

The people section is in yellow
The man built structures and systems (MBSS) is in dirty brown
The natural capital is in green

The sun is in red.

TVM-MDIA-Framing-the-Analysis-150331.odt Page 18
Copyright (c) 2014 Peter Burgess All Rights Reserved ... Last saved Apr 4, 2015 10:29 PM



= T

VARSI SIYISNR(®S MULTI DIMENSION IMPACT ACCOUNTING (MDIA)

g = for a smart society

TRUE

@

The people section is separated into three groups: (1) a large group that has very low quality of life; (2) another
group that is large and increasingly with a reasonable quality of life; and (3) a small group that has immense
wealth (Financial capital and ownership of assets)
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Conventional money profit accounting
works for financial performance ... impact
on corporate profits and stock value.

Quality of Life should be measured using a
Quality of Life Unit (QLU).

Natural Capital should be measured in a
Natural Capital Value Unit (NCV).
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