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Background

• Ancient Egyptians and Babylonians used some early form of discounted 
cash flow (DCF)

• Simon Stevin, a Flemish mathematician, published in 1582 one of the first 
textbooks on financial mathematics that established an early foundation 
for present value 

• John Burr Williams wrote The Theory of Investment Value in 1938

• Paul M. Wendee wrote A Theory of Value Drivers: A Grounded Theory Study 
(“Value Driver Theory”) in 2011

• Paul M. Wendee extends Value Driver Theory with A Value Creation Theory 
of the Economy, known as “Intrinsinomics”, in 2018 (ongoing 
research/working paper)



Context

• Not a “grand” theory

• Qualitative or exploratory theory

• Grounded theory

• Model of the economy

• Work in progress/working paper

• Courage to:
• Create value in the firm

• Create value in the economy

• Create a new model of the economy



Value Driver Theory





Intrinsinomics



Circular Flow of the Economy

Source: Wikipedia



Intrinsinomics - A Different Lens

• Intrinsinomics adds a new lens with which to view the economy

• It adds finance theory to economic theory:

Finance Theory
• The Theory of Investment Value – Williams (1938)
• Value Driver Theory – Wendee (2011)

Economic Theory
• Intrinsinomics – Wendee (2018)

• It adds another layer of insight

• Why do we need another lens or layer of insight?

• Discounted Cash Flow (DCF) - simple example

• Think of this as building the wealth (intrinsic value) of the nation



Discounted Cash Flow (DCF) – A Simple Example

Compounding

N i PV (Intrinsic Value)     FV (Cash Flow)

1 5% $100 $105

Discounting

N i PV (Intrinsic Value)     FV (Cash Flow) 

1 5% $100 $105



Intrinsinomics – The Basics

• It is the “firm” (business) that starts and keeps the economic engine 
running

• Three of the four factors of production are as follows:
• Land

• Labor

• Capital

• Entrepreneurship (management), the fourth factor of production, 
drives the other three factors of production

• Without the firm, and most importantly, the entrepreneur/manager, 
the other three factors sit dormant



Intrinsinomics – The Basics (Cont’d)

• It is the value creation of all of firms in an economy that ultimately 
produces economic prosperity

• It is the firm/entrepreneur that harnesses the productive capacity of 
the other three factors of production to create economic growth and 
productivity

• It is the firm/entrepreneur that creates and sustains employment that 
leads to economic prosperity for an economy





Intrinsinomics – The Basics (Cont’d)

• Economic freedom is vital in this value creation process
• Government involvement produces a tax wedge and deadweight loss 

(economic theory)

• The more government involvement, the greater the wedge



Tax Wedge and Deadweight Loss



Intrinsinomics – The Basics (Cont’d)

• Economic freedom is vital in this value creation process

• 2019 Index of Economic Freedom



2019 Index of Economic Freedom

“The results of the 2019 Index of Economic Freedom once again 
confirm the importance of economic freedom in promoting rapid 
growth and sustainable social progress.”

The Heritage Foundation



2019 Index of Economic Freedom

• The Four Classes of Economic Freedoms

• Rule of law

• Government size

• Regulatory efficiency

• Open markets



The Three Levels of Intrinsinomics

• There are three levels in the Intrinsinomics model

• The first level is at the firm level (as shown on the Value Creation 
Process chart)

• The second level is realized by combining all of the firms in an 
economy
• The results are exponential – not simply additive

• Due to comparative advantage and other factors

• The third level is where the economy acts as if it were a firm in 
dealing with the global economy



Circular Flow of the Economy

Source: Wikipedia



Final Thoughts and Conclusion



Final Thoughts

• It is not a matter of “us” against “them” when it comes to businesses 
vs. consumers and workers

• Businesses are realizing that taking care of all stakeholders is 
important
• New policy statement from the Business Roundtable

• Conscious Capitalism – John Mackey (CEO of Whole Foods)

• Business is good at problem solving

• Markets are usually a good way to organize economic activity 
(Mankiw)

• Scarcity is a fundamental problem that economists try to solve



Conclusion

• The Intrinsinomics theory is about making the “pie” bigger for 
everyone

• It is not necessarily about how to divide up the “pie”, although the 
theory inherently addresses that issue

• In the current national and global debates about economic policies, 
economic policy positions should be backed up by sound economic 
theories
• Intrinsinomics attempts to provide one such theory/model
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