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PRODUCTIVITY AND BUSINESS SAFETY RATING 
APPLICATION FOR XBRL

               
                                             
Introduction
          
XBRL provides a standardized file structure to facilitate the interchange of financial 
information via internet throughout the globe.   This welcome tool serves the growing 
need of financial analysts and regulators who require access to financial data for rapid 
processing and evaluation.  
        
This article describes a back-end productivity and business safety rating software engine 
developed by Loggic LLC of Massachusetts which offers rapid processing and analysis 
of XBRL financial data to the financial analyst and regulator communities. These 
business safety rating signals flow from processing XBRL data to provide early warnings 
on the need to learn more about the companies in which funds are invested.  They could 
possibly impact price and decisions to realign portfolios.
       
Productivity is the prime determinant of issuer ability to meet obligations to investors in 
regard to equity and debt securities.  It is therefore appropriate to ensure that the 
productivity contribution to financial reporting is included in the XBRL platform. 
      
Scope                           
            
For the sake of brevity, this white paper considers only the F Rating of the following 5 
business safety ratings and security price safety index which are constructed from 
fundamentals:
 
- Y Rating  for Fundamental Productivity Safety which is presented as a four quadrant 

diagram with its 17 possible 2-digit cases of productivity change

- D Rating  for Fundamental Delivery or Product Cost Safety which is presented as a 
four quadrant diagram with its 17 possible 2-digit cases of product cost change

- R Rating  for Fundamental Price Recovery Safety Rating which is presented as a 
four quadrant diagram with its 17 possible 2-digit cases of price recovery change

- F Rating  for Fundamental Business Safety which is presented as a four quadrant 
diagram with its 17 possible 2-digit cases of fundamental safety underlying change 
in earnings.  They can be expanded into 681 Loggic F 6-digit rating codes for 
fundamental safety which are not presented in this article. 

- P Rating  for Fundamental Security Price Safety which is presented as a four 
quadrant diagram with its 17 possible 2-digit cases of security price change
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- Price / Safe Price (P/S) Index which compares daily closing security price with 
quarterly safe security price derived from the fundamentals.  Price in this metric 
refers to both equity and debt instruments.     

Underlying Metrics

Underlying the Loggic F Rating are the following metrics:

PRODUCTIVITY 

= Product QUANTITY / Cost QUANTITY 
(1)

PRICE RECOVERY 

= Product PRICE after tax / Cost PRICE after tax 
(2)

BUSINESS PROFIT 

=  REVENUE after tax – INCLUDED COST after tax
(3)

Business Profit is Economic Value Added minus certain exclusions which are irrelevant 
to the measurement of productivity and price recovery defined in statements (1) and (2). 
Included cost includes property compensation which is the product of an after tax 
weighted average cost of capital and the difference between Assets and Payables. 

BUSINESS PROFIT VARIANCE

=  REVENUE VARIANCE after tax – INCLUDED COST VARIANCE after tax
(4.1)

        = PRODUCTIVITY VARIANCE + PRICE RECOVERY VARIANCE
(4.2)

BUSINESS SAFETY VARIANCE

= PRODUCTIVITY VARIANCE - PRICE RECOVERY VARIANCE
(5)

Productivity gain raises business profit and business safety, whereas price over-recovery 
raises business profit but attracts competition and hence reduces business safety.   

Constant productivity has a neutral effect on business profit and business safety, and 
constant price recovery has a neutral effect on business profit and business safety. 
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Productivity loss lowers business profit and business safety, whereas price under-
recovery lowers business profit but deters competition and hence raises business safety.
                        

The text following Fig 1 defines the upper diagonal 7 possible cases of increasing 
business profit.  Similar logic applies to the middle diagonal 3 cases of constant business 
profit and the lower diagonal 7 cases of declining business profit also shown in Fig 1.
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Increasing business profit 7 business safety ratings
                      
99 safest increasing business profit is so called because productivity gain raises 
business profit and business safety, and is accompanied by less than offsetting price 
under-recovery which lowers business profit but raises business safety.  
The business profit sum is positive and the business safety difference is positive.   
          
89 safer increasing business profit is so called because productivity gain raises 
business profit and business safety, and is accompanied by constant price recovery 
which is neutral to business profit and business safety.  
The business profit sum is positive and the business safety difference is positive.   

79 safe increasing business profit is so called because productivity gain raises 
business profit and business safety, and is accompanied a lesser price over-recovery 
which raises business profit but reduces business safety. 
The business profit sum is positive and the business safety difference is positive.   

69 neutral increasing business profit is so called because productivity gain raises 
business profit and business safety, and is accompanied an equal price over-recovery 
which raises business profit but reduces business safety.
The business profit sum is positive and the business safety difference is zero.   

59 risky increasing business profit is so called because productivity gain raises 
business profit and business safety, and is accompanied a greater price over-recovery 
which raises business profit but reduces business safety. 
The business profit sum is positive and the business safety difference is negative.   

49 riskier increasing business profit is so called because constant productivity has 
no effect on business profit and business safety, and is accompanied a price over-
recovery which raises business profit but reduces business safety. 
The business profit sum is positive and the business safety difference is negative.   

39 riskiest increasing business profit is so called because productivity loss reduces 
business profit and business safety, and is accompanied by a more than offsetting price 
over-recovery which raises business profit but reduces business safety.
The business profit sum is positive and the business safety difference is negative.   

Business safety is thus protection from business collapse due to declining productivity 
and/or price over-recovery.  Generally, the lower the product unit cost, the more revenue-
price competitive the business can afford to be assuming compliance with target product 
quality. Revenue-price competitiveness enables a business to attract customers in 
markets. 

The fundamental business safety rating combines metrics of business profit and business 
safety in a numeric rating system to track migration of a business over time.  It specifies
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-   17 Loggic F  2-digit business safety ratings, which are underpinned by
- 681 Loggic F  6-digit business safety ratings. 

Hierarchy of business safety ratings
         
Three types of business safety rating derived from XBRL are:
          
- standard synoptic business safety ratings derived from disclosed financial accounting 

through United States Securities Exchange Commission (US SEC) Form 10Q , using 
book plant value.

- revalued synoptic business safety ratings derived from Form 10Q, using plant 
revaluation compliant with fair value measurement advocated by the Financial 
Accounting Standards Board.  These affect mainly manufacturing.

- revalued granular business safety ratings from undisclosed management accounting 
accessed from the Enterprise Resource Planning (ERP) system or other cost tracking 
system deployed, using plant revaluation.  XBRL would be applied to the lowest 
level of detail in the financial recording system.

                        
The first two types of business safety rating would be made available through 
collaboration between a public data vendor and Loggic, once analyst and regulator 
communities express interest in them.  
                             
Use of Business Safety Ratings by Analysts and Regulators
 
Business Safety ratings created from XBRL financial data can aid both analysts and 
regulators to understand better the shifts in business risk which typically pass undetected 
in financial metrics traditionally used to monitor business performance. 

For example, traditional metrics such as Earnings, EPS, P/E and Price can provide signals 
of improvement.  These signals are ambiguous but can now be decoded by further 
refinement into seven possible business safety cases given by Safest, Safer, Safe, Neutral,  
Risky, Riskier and Riskiest.  Since numerical values are created within each business 
safety rating category, movements within each safety rating can be contrasted to see 
whether business safety is growing or declining.
                            
This finer diagnosis is what analysts and regulators can learn from business safety ratings 
generated from XBRL.  
                                    
The numerical scoring system to rate companies into the above categories is supported by 
a bottom line breakdown showing the origins of the ratings with respect to the line items 
making up the financial statements.   The concepts are simply defined to ensure that 
preparers, analysts and regulators can readily comprehend their meaning in a common 
language.   
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XBRL data for funds

Public data on the fund position reveals the number of shares a fund holds in each 
company in which it is invested.  This permits the construction of a standard synoptic 
business safety rating for the fund itself as a composite of all the companies in which the 
fund is invested.  Hence all stakeholders in an investment fund, including fund regulators, 
can see how well the managers are performing in achieving the goal of constructing fund 
portfolios which deliver appropriate earnings while achieving desired business safety 
ratings.
                       
To illustrate the concept, investment beneficiaries would feel secure if they could see that 
their investment fund had delivered satisfactory earnings whilst migrating from, say, a 
safe to a safer rating.  The first prize would be a safest rating, and then the objective 
would be to increase the numerical score within the safest rating.
                      
Business safety ratings: preparer and user
                         
Standard synoptic business safety ratings would be available for all preparing companies 
filing Form 10Q and for the funds investing in them.  
           
Revalued synoptic business safety ratings would be available for preparers also providing 
plant revaluation in response to requests from funds with significant investment exposure 
in the preparer.  Revalued synoptic business safety ratings are finer than standard 
synoptic business safety ratings because of the better resolution plant data. 

For both standard synoptic and revalued synoptic business safety ratings, filings in XBRL 
would facilitate rapid processing of data and the publication of business safety ratings in 
XBRL.
                             

Revalued granular business safety ratings would be available from preparers whose 
ratings employ plant revaluation as well as management accounting data in response to 
requests from funds with substantial investment exposure in the preparer.  In such 
instances, the business safety rating software would be embedded in the preparer IT 
infrastructure to protect the confidentiality of sensitive management accounting 
information, and only the business safety ratings would be published.  Revalued granular 
business safety ratings are the finest resolution available because they use atomic data by 
line of business specified by the ERP deployed.  All such information can be 
accommodated by XBRL taxonomies to facilitate rapid processing. 
              
Loggic undertakes plant revaluation with an associate, and produces business safety 
signals whose use can improve the security of investment.  
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Next steps             

Measurement is not a barrier since a post-relational, high speed software engine has been 
built to back-end Enterprise Resource Planning or other spend tracking platforms.  This 
engine will make numeric business safety ratings available for the private sector and 
government service deliverers at all levels where a computerized monthly trial balance is 
available.
                      
The salient issue is how to obtain irrevocable commitment to monitor and disclose 
business safety ratings.  Once this is achieved, preparers can tackle their own productivity 
problems and also detect where their spend price increases are caused by a knock-on 
effect from a supplier recouping his productivity losses from his customers by way of 
selling price increase.
                      
XBRL is the practical vehicle to make feasible the nurturing of a commitment to monitor 
and disclose business safety ratings.  They would foster a productivity-sensitized 
business culture which will enable business and government sector entities to thrive by 
growing productivity and employment in a strong US Dollar environment.   
          
Business safety ratings provide a tool to extend the XBRL information value-adding 
supply chain.                
      
Bazil van Loggerenberg       
info@loggic.biz    
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