
Overview of the Impact Management Project

Everything we do has effects on people and the 
planet.
 
To manage our effects, we rely on information about 
them flowing between different people who work 
together: from the those experiencing the effects 
themselves, to those who run the businesses they 
engage with, to those providing capital, support and 
services to those businesses, to those who influence 
through policy, academia or evaluation. 

But do we understand each other? 

In finance, we have developed shared fundamentals 
- financial return, volatility, liquidity, etc. – and asset 
classes, grouping investments with similar 
characteristics. Financial capital flows, and the 
investment management ecosystem has grown, not 
just because we have common accounting 
standards but because we have evolved this shared 
way of understanding performance, and therefore 
communicating and aligning our goals. It would be 
impossible to uphold any notion of “fiduciary duty” if 
we didn’t.

We can only work together to improve our effects on 
people and the planet if all partners share 
information in a way that others can understand. 
Shared information informs the financial and impact 
goals we all set and deliver against, and allows us to 
adapt our approach as we learn more about what’s 
working (or not). 
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A shared convention for impact

Hundreds of people and organisations, from 
different contexts and countries, have now come 
together to agree on shared fundamentals for 
understanding and communicating our impact 
goals and performance. This convergence does not 
mean that we all use the same resources, 
frameworks or tools. We want to use resources, 
whether proprietary or ‘off-the-shelf’, that suit our 
own context. Some people want detailed               
information frequently; others want less detailed 
information, less frequently. But it does require us 
to be able to look at whatever information we share 
with each other about impact and observe the 
same fundamentals.

What is impact? 

Impact describes material effects experienced by 
people and planet, both positive and negative.  

Effects are material when they:
     relate to important positive or negative                 
     outcomes (what)
     are deep and/or occur for many people and/or     
     last for a long time (how much), and 
     occur for people - or planet - who are not 
     well-served in relation to those outcomes (who).

When deciding if and how to manage the material 
effects we are having, we also consider whether we 
make the effects better or worse than what the 
market does anyway (contribution), as well as the 
likelihood that those effects are different from our 
expectation (risk).

Fig. 1   The five dimensions of impact
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How do these dimensions help us to                     
manage our impact?

Impact management is the process of figuring out 
which of our effects on people and planet are 
material - and then trying to prevent the negative 
and increase the positive. 

We figure out which effects are material by       
analysing and assessing data about our effects 
across the dimensions of impact (see Figure 2). To 
benchmark performance appropriately, alongside 
financial performance, we try to collect data as a 
‘set’ across the dimensions of “what”, “how much” 
and “who”. 

Most business models generate a range of good 
and bad effects. For example, businesses with     
harmful products or sourcing practices might 
support high quality jobs and pay large taxes to 
local government. Conversely, business models 
that provide life-saving services might cause 
significant environmental emissions, non-           
biodegradable waste, or require animal testing. 

Since positive and negative effects do not 
cancel each other out (except in cases such as 
carbon emissions), impact management can 
involve deciding that achieving a certain materi-
al positive effect is worth, at a point in time, 
generating a negative effect. But impact man-
agement still means setting goals to mitigate 
that negative effect over time. The extent to 
which a business sets goals to prevent their 
negative impact and increase their positive 
impact depends on their intentions and con-
straints. 

In the appendix, the data-driven impact          
performance and goals of three different food 
businesses are illustrated to bring this approach 
to life. This level of detail is what frontline 
businesses (or business units, or hands-on 
direct investors) use to manage their impact - 
with a variety of frameworks and tools that suit 
their context. But many investors need            
summarised versions (see page 3 below), while 
still wanting to know that impact is being     
managed at the frontline. 

Fig. 2   A data-driven assessment of impact



Understanding the impact of investments

Investors select investments based on whether 
the impact goals of the underlying businesses, or 
portfolio of businesses, align with their own goals. 
Investors’ intentions inform their goals, and can 
range from broad commitments (“I want to avoid 
harm” or “I want to mitigate risk”) to more detailed 
objectives (“I want to support a specific group of 
people, place, outcome” or “I want to address a 
specific social or environmental challenge”).

The impact goals of an investment are a function 
of the impact goals of the underlying business (or 
portfolio of businesses) that the investment 
supports, plus the contribution that the investor 
makes to enable that business (or portfolio of 
businesses) to achieve those impact goals. 

Investors use a variety of strategies to contribute 
to a business’s ability to generate impact. They 
can do one or more of the following:

What type of data do businesses need to 
measure and manage impact? 

The type of data that we use as evidence of 
impact will vary according to what level of 
evidence a business finds is most appropriate for 
understanding and improving their effects on 
people and planet. The types of data we rely on 
range from:

• activity or output data that serves as a proxy 
for outcomes, because there is an existing 
evidence base that the activities or outputs 
translate into the outcome in sufficiently      
comparable circumstances (e.g. number of 
patients receiving insulin for diabetes)

• direct measurement of change in effect, e.g. % 
change in Body Mass Index,

• direct feedback from people experiencing 
effects, e.g. a survey that captures customer 
feedback that “my quality of life has improved 
significantly” or “I was previously underserved”

• external evaluation that removes bias,          
considers attribution and/or uncovers other 
outcomes that are driven by an effect.

What information do investors need to     
measure and manage impact?

Some investors (e.g. direct private equity funds) 
will want to look at data about the performance 
of its underlying businesses in detail, so that 
they can actively manage the impact of portfolio            
companies on an ongoing basis.  

Other investors (e.g. asset owners invested in a 
public equity product that has holdings in hun-
dreds of underlying businesses) will need         
summarised information to analyse and use for 
decision-making. 

Current efforts to summarise performance 
include one or more of the following: 

- overall ratings of a business’ impact perfor-
mance, which can be aggregated to provide a 
portfolio- or product-level score, and/or 

- assurance of the strength of an intermediary’s 
impact management processes

- aggregation of performance against a specific 
set of metrics that demonstrate material positive 
or negative effects 

Signal that impact matters = choose not to 
invest in or to favour certain investments that, if 
all investors did the same, would ultimately lead 
to a ‘pricing in’ of effects on people and planet by 
the capital markets more broadly. Some people 
think of this as ‘values alignment’.

Engage actively = provide expertise and 
networks to improve the performance of busi-
nesses.

Grow new or undersupplied capital markets = 
anchor or participate in new or previously over-
looked opportunities that offer an attractive 
impact and financial opportunity. This may 
involve taking on additional complexity, illiquidity 
or perception of disproportionate risk.

Provide flexible capital = recognise that certain 
types of businesses will require acceptance of 
disproportionate risk-adjusted return in order to 
generate certain kinds of impact. For example, 
creating a new market for previously marginal-
ised populations may require very patient capital 
that cannot offer a commercial return.
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The impact goals of the underlying business (or portfolio of businesses),
together with the investor’s contribution, form the landscape of 
choices available to investors. This is illustrated by the table below. 

Avoid harm

Contribute 
to solutions
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Low risk High risk

The food business below has collected and analysed data about its current performance and assesses that 
it generates some positive (though not material) effects for customers and employees but also contributes 
to some material negative effects for the planet and for low-income farmers in its supply-chain. Driven by 
risk mitigation, the business sets goals to try to prevent its material negative effects.
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GoalLegend:

Appendix: Example 1

N/A 
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Industry average
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N/A 
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packaging
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Effect 5 (etc...) 
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Generate positive effects which may or may not be deep/for many/enduring  and may or may not occur for 
underserved people / planet

Try to generate  no or only marginal negative effects for as few people as 
possible / the planet 

Low risk High risk

The food company below has collected and analysed data about its current performance. Its negative effects 
on the planet are not as material as in the previous example but the business still needs to set impact goals to 
try to mitigate them. In this case, the business is contributing positively to decent work for its suppliers. In 
addition, driven by the belief that businesses that have positive effects on people and planet will lead to superi-
or commercial performance over time, the business also sets goals to increase its positive effects. 
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Appendix: Example 2
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$180 per month
 

5,000 people
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negative 
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2,000,000 people
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1000 ppl
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Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

60% less sugar than 
comparable products

Price point >£10 per product

Improved vitamin intake (product
contains 50% of daily requirement)

Industry average



New management team
without track record

+ Try to prevent material 
negative effects

Generate positive effects that are deep / 
for many / enduring  AND  occur for 
underserved people or planet 

Generate positive effects which may or may not be deep/for many/enduring  
and may or may not occur for underserved people / planet

Try to generate  no or only marginal negative effects for as few people as 
possible / the planet 

The food company below is driven by a motivation to help tackle malnutrition in South Asia and believes that 
its model can go hand-in-hand with commercial financial performance. The business has collected and 
analysed data about its current performance and sets goals to continue to try to prevent its negative effects, 
while increasing the material positive effects that it is having. 
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Important 
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outcome(s)
Neutral 
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Effect 1 Effect 4 (etc...) 

Harmful emissions

Planet
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negative effects
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current performance 

GoalLegend:

Appendix: Example 3

N/A 

1 tonne CO2e 
per 10,000 cups

15 tonnes CO2e 
per 10,000 cups

20% more CO2e 
vs industry average

Scientific evidence & global consensus

N/A 

20% recycled 
packaging
 

60% recycled 
packaging

Effect 5 (etc...) 

Well-served Underserved

Decent work

Middle-income employees,  Europe

Important 
negative 
outcome(s)

Important 
positive

outcome(s)
Neutral 

outcome(s)

Stakeholder participation risk

Attrition 
rate <10%

Effect 4

Decent work

Suppliers in Latin America

External risk

Well-served Underserved

Policies better than
statutory requirement

Important 
negative 
outcome(s)

Important 
positive

outcome(s)
Neutral 
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Low-income farmers 

5000 ppl
 

20% above local 
minimum wage

$180 per month
 

5,000 people

Local minimum
wage

$160 per month

Well-served Underserved

Good health

Malnourished children, South East Asia

Important 
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outcome(s)
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2,000,000 people
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1000 ppl

WHAT

HOW
MUCH

WHO

CONTRI-
BUTION

RISK

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Marginal effect Deep effect

For few For many

Short-term Long-term

Slowly Quickly

Product addresses a market shortage of 
nutritional food for malnourished children

Severely malnourished children

200 kcal per 100g enables weight gain
critical to adequate nutrition 

Industry average



Appendix: Impact Risk

When we set our financial goals, we always face 
the risk of not achieving them. The same is true 
for impact. For example, what is the likelihood 
that the employment outcomes for young people 
will not be sustained? What are the 
consequences of health outcomes not being 
delivered quickly enough? 

Impact risk is the likelihood that impact will be 
different than expected, and that the difference 
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will be material from the perspective of people 
(or planet) who experience (or don’t experience) 
impact. This includes both the risk that people or 
planet will not experience positive effects and 
that they will not avoid negative effects.

There are a number of potential risks factors 
when assessing how confident we are that 
impact will be experienced as expected, 
described below.

Input Activity Outcome ImpactOutput

EVIDENCE RISK

EFFICIENCY RISK

UNEXPECTED IMPACT RISK

EXTERNAL RISK

EXECUTION RISK

STAKEHOLDER PARTICIPATION RISK

DROP-OFF RISK

CONTRIBUTION RISK

The probability that the evidence on which the strategy is based is not good evidence that the expected
impact will occur. 

The probability that significant unexpected positive and negative impact is experienced by people 
and the planet

The probability that external factors disrupt our ability to deliver the 
expected impact.

The probability that the activities are not delivered as 
planned and do not result in the desired outputs

The probability that the expectations and/or the experiences
of stakeholders are misunderstood or not taken into account

The probability that the expected
impact does not endure  

The risk that your contribution leads
to a worse effect than would 
otherwise have occurred.

Risk that impact is different than expected, and that the difference will be material, from 
the perspective of people and planet who experience (or don’t experience) impact

Legend:

Risk that impact is different than expected, and that the difference will be material, from 
the perspective of society as a whole, resulting in an opportunity cost of resources which 
could have generated more impact

The probability that the expected impact could have been achieved with fewer resources or at a lower cost 


