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Productivity has always been seen as a positive concept. Doing more with less effort, making more money with less investment, more grain per hectare, all this appears as a more rational process, and is associated with other positive concepts such as competitiveness, just-in-time,  kaiban, kaizen, total quality management and so on. We are all rushing to increase productivity.

The math that we do is wrong, for one simple reason: it does not encompass the totality of what we should count. A practical example is agriculture. Big landowners with more than 10,000 hectares cultivate, according to our old and outdated agricultural census (and until we don´t receive the latest tables), between 4% and 5% of the land they occupy. In the cultivated part, they do present good yields in terms of tons of grain per hectare. However, if we divide the product obtained on the agricultural facility not by acreage, but by the occupied area, productivity is ridiculous. And the reality is simple: land they do not use, nor let others use, represents lost capital, and should be included for the purpose of productivity calculation.Yields may be high, but the resource productivity is very low.
Small farmers in Brazil, responsible for 70% of food that arrives to our tables, cultivate an average of 65% of the land they have, because they seek to make the most of it. There is more. While  monoculture in large areas uses seasonal labor for planting and harvesting, in the family agriculture there are always things to do, from improving irrigation to fix the fence. And the various by-products are utilized,  from chicken droppings used to fertilize the garden, to the vegetables waste given to  pigs and so on. We must look at every production unit through an integrated productivity assessment, involving land, labor, water use and possible contamination, by-products and the long term maintenance of soil fertility.

Indonesia's forests are being cleared for palm plantations for the production of bio-fuels (for Europe to present a cleaner energy matrix). How do we calculate this productivity? Undoubtedly, the energy productivity of the palm is much better than that of US corn. But is this the only productivity that matters? Since the CO2 absorption capacity by forests was not evaluated, nor their contribution in terms of forestry products, the math is wrong, because it does not take into consideration the full set of costs and benefits. Incomplete numbers lead to wrong numbers, and these in turn lead to wrong decisions.

 The source of error is not in the arithmetic ability of accountants, but in the micro-economic narrow vision. The oil palm investor in Indonesia or Malaysia is not interested in the greenhouse gases emission because no one will charge them for it. Neither potential impacts on rainfall, because it represents diffuse costs, which the whole society will pay. In other words, the appropriation of profits is individual, but the cost of externalities is social. With this, it is easy to show that this enterprise is productive. And even to suggest that the company that harvests the fruits is productive, while the State, that repairs the damage, represents costs, with the righteous discourses over high taxes. This accounting duality makes no sense.

And there's more. As the diffuse costs are passed on to society, the company that better ensures the transfer minimizes production costs and becomes more competitive compared to other peer companies. We call it market mechanisms, or competition, and suppose it will rationalize the process. The actual result is that the market leads to a race on who can externalize more of the production process costs to society. This represents an increase of micro-economic productivity at the expense of systemic productivity. Since fixing externalities is much more expensive than preventing them through adjusted production processes, everyone loses, and the systemic productivity is reduced. Clearing chemicals through filters in the production unit, when they are highly concentrated, is much cheaper than facing the huge losses and technical difficulties when they have seeped into ground water or rivers. 
Lester Brown makes a simple calculation: To fill the tank of one of these modern fuel-sucking SUV would require an amount of grain equivalent to that required to feed one person for one year. [1] Is this productive? From the US government standpoint, the climate threat allowed subsidies for corn farmers to be approved, earning a (false) image of being climate friendly, and filling the pockets of their friends, which generates votes. Large groups in the US corn-belt, equivalent in political terms of our Brazilian agri-business and its congress lobby, are thankful for it. Today they resist under fire and iron to any reduction of subsidies, even if it is proved that in terms of energy productivity and climatic impact the initiative is technically wrong. The companies will only present the "close account" of how much they produced or exported, and the profits they earned will show a higher GDP contribution. 
In Brazil the combination of perverse mechanisms of the market – the more you throw the indirect costs to  society, the more competitive you are – and the mechanisms of corporate control over political decisions, cause the destruction of forests, pollution of water sources, the accumulation of unemployed people in urban peripheries, and the deepening of social imbalances through the appropriation of the results of production by few national and international groups.

 The concept of territorial systemic productivity is based on an integrated analysis of costs and benefits, centered on the final goal which is the quality of life of the population in a concrete territory. This integral accounting means we take into consideration the full set of factors intervening in economic, social and environmental reproduction, and not just the sum of for-profit initiatives in a given year. And to live at the future generations’ expense does not makes any sense, neither ethical nor economical, althoug it makes perfect sense in the current way we calculate productivity.

 What we need, to put the numbers straight, is for each municipality to work out the complete picture of the activities in its territory, with a battery of indicators of quality of life, allowing the community to answer basic questions: Are we living better? Is the path we have taken sustainable? Are the diverse factors of production – including the work-force – used in a balanced way? This involves two changes in how we evaluate our decisions: One refers to the long-term vision, the other to the systemic approach.
 Municipalities in the so-called “arc-of-fire” in the Amazon have showed their indignation over the recently strengthened control of deforestation. It's understandable. The loggers were making much money on a product that did not have to produce: the native forest. They see the mahogany trees standing idle, and know they are worth gold. We say it is timber “production”. Actually this is not production, is the appropriation of public property. It is easy to see that the process cannot be sustained in the medium or long term. But to the local poor population, logging activity means jobs, and hunger in the long term is less important than the prospect of lacking lunch today. This generates a perverse sympathy for the destruction of accumulated natural wealth. For the timber corporations that hire local work-force, it does not matter because they will move to another region, and the workers will follow them, or remain unemployed in a destroyed region. For each economic agent, individually, things make sense. From the standpoint of the territory, it is absurd. How do we replace the destructive "mobile frontier" that is burning the Amazon down by stable dynamics of long term prosperity? One does not escape the need to make full account of costs and benefits to society, in the medium and long term.

 Each territory, for example a municipality, has a particular body of economic potentials. In many localities we find idle land, unemployed people in town, and food shortages. A brief analysis points to the production factors which could be brought together to enhance productivity, and to the corresponding economic and social organization. Unemployment for example represents a high cost, not only in human suffering and social ills, but also in lost productivity potential. It is simple to calculate unemployment as a cost, by multiplying the number of unemployed and the average value of per capita production in the community. As it might be natural to calculate idle land as a cost, by comparing it with the average productivity of land in the same community. 

A similar exercise must be done with the valuation of lost time. In São Paulo the average working person spends two hours and forty minutes a day in trafic. The GDP value in São Paulo is 320 billion reais (roughly 200 billion dollars). Considering we have 11 million people in the city, this amounts to a per capita GDP of 29 thousand reais, or 18 thousand dollars. It’s a rich city. This per capita GDP is on a year basis, but by dividing it by the 8.760 hours in  a year, we have the per capita on an hour basis, 3,3 reais, or roughly two dollars. An hour a day lost in traffic by our 6,5 million working force means we are losing 21 million reais a day, 13 million in dollars. We are used to calculate the return on investment only according to how much we will charge for transportation. But of we include as value the time we will gain, at 13 million an hour gained we can finance a kilometer of subway every two weeks. We can change the numbers a bit, make them higher by dividing GDP by working population only, but the per capita figure is familiar, and the point is made, and it would not change reality. Time lost in traffic is a time we neither work nor rest. The incomplete accounting makes us lose sight of where the real opportunities are to improve territorial systemic productivity.

 The reality is that in the absence of a reliable and decent public transportation means, people are compelled to buy cars, which leads to heavier traffic, and we end up paralized by an excess of transportation means, which is really blind economics. The present average speed of cars in São Paulo is 14 kilometers an hour. The way this is presented us by mainstream economics, is that car sales stimulate the economy, which in turn increases GDP, which is good. And there is more, as we all drive in first and second gear, it increases fuel consumption, and we have more hospitalizations with accidents and respiratory diseases. This also increases GDP, and sometimes even employment. And jobs tend to be always presented as positive, even resulting from negative activities in terms of quality of life. Are we working to live better, or to generate more costs that generate more jobs? 
 In the city of Pirai in Rio de Janeiro, the urban broad-band wi-fi signal covers the whole municipal territory. With this, a grocery store can buy at better prices, and serve clients better. And in the event of a rupture of stock it can get an emergency supply from another grocery store in the neighborhood. People move less because the bits travel for them, and solving problems over the internet is cheaper than taking a bus or a car and losing half a day’s work. Such initiatives ensuring universal cheap  access to broadband internet,  or low cost public transportation, make all the economic agents more productive, generating savings that are external to the companies, but internal to the territory. It improves systemic productivity.

If we introduce a crop designated for bio-fuels it is not enough to boast we are cleaning the energy  matrix, to calculate the avoided carbon emissions and the generated income for the producer. We need to know how many jobs are generated, because if the mechanized monoculture expels family farming from the fields, someone must bear the costs of unemployment in the neighboring town. And we need to know the impact in terms of water, both in terms of use and eventual contamination with chemicals, which in turn affect fishing activities, and generates other costs. Also important to know is whether we are creating jobs that qualify people, leading them to more advanced technological levels, or rather locking them in a cycle of miserable survival. Systemic accounting means we will analyse the induced effects, positive or negative.

 The “Dutch cow” is not just international. A city overrun by a large-scale agro-business monoculture exports its product and ends up importing all their food, often from great distances. We end up having a rich territory with lots of poor and a few rich, usually in other regions or countries.  A municipality needs to know where the resources generated by the local production process are spent or invested, including what banks do with the local money deposits, whether reinvested locally or migrating to national or international financial speculation circuits. The Banco do Nordeste in Brazil showed that the commercial banking networks do not actually invest in the the poor Northeast region of the country, but drain local savings to fund more profitable financial activities in the rich Southeast region. A territory must make its own territorial balance of payments, to be able to plan for its development. And eventually create its own local development bank, as many are doing. 
 All this points to another accounting in each locality. Quality of life indicators that show whether the larger goal, that people live better, is actually being achieved. Sustainability indicators that show how far the current living conditions are achieved by the expansion of productive capacity in the long term or by a simple dilapidation of the natural capital inherited. Quantification of the real costs of the production process, the replacement costs of consumed natural capital, unemployment, lost time, the diseases generated.

Methodologies abound. Information is practically all available in the public and private parties. What we need is common sense in drawing up sensible territorial accounting. 
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