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This document serves as a desk reference for the “ABC" of impact classification system (i.e.,
Act to avoid harm, Benefit stakeholders, and Contribute to solutions), created through the
Impact Management Project and now stewarded by Impact Frontiers. For full details of this
methodology and guidance on how it can be implemented, please see the references at the end
of this document. This document reflects the modifications to the ABC of impact system that
resulted from the 2023 public consultation.
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where the organization (or asset) is causing harm to people's well-being and the
condition of the natural environment and improving those outcomes so that they are
getting nearer the sustainable range established by the societal or ecological
threshold. This objective is set when the organization will improve performance on
the outcome but will not achieve a sustainable outcome within the period for which
the objective is being set.

Benefit stakeholders: Actively benefiting stakeholders by maintaining or causing
improved well-being for end-stakeholders and/or the environment within the
sustainable range.

Benefit stakeholders: Enterprises can actively benefit stakeholders by not only acting
to avoid harm for all stakeholders (A), but also maintaining or causing improved well-
being for one or more groups of people and/or the condition of the natural
environment, so that it is within the sustainable range established by the societal or
ecological threshold.

Contribute to solutions: Improving the well-being of end-stakeholders and/or the
environment so that the outcome moves from the unsustainable range to the
sustainable range.

A Contribute to solutions (C) classification should be improving the well-being of a
group of people or the condition of the natural environment so that the outcome is
within the sustainable range, where the outcome had been unsustainable prior to
engaging with the organization. These unsustainable outcomes should not have
been originally generated by the organization itself (for instance, they might have
been the result of a market or policy failure), leaving a group of people without
access to something they need for their well-being or putting the availability of
natural resources at risk.

For an enterprise to classify as “C" based on an outcome, half or more of the
enterprise's stakeholders experiencing that outcome should otherwise have been
underserved with regard to the outcome, and half or more of the enterprises’
business should be generating that outcome, as measured by the proportion of
revenue (if the outcome is associated with products or services) or costs (if the
outcome is associated with enterprise operations).

An enterprise can classify as having a goal of “C" for only a discrete and pre-
announced duration of time, before needing to reclassify as “A" if unsuccessful in
achieving its “C" goals.

May cause harm.

If there is no performance information for an outcome it can be considered: May
cause harm.
Does cause harm.

If an unsustainable outcome is not improving it can be considered: Does cause harm.
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Figure 2: ABC classification based on the data categories within the five dimensions of

impact
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The ABC definitions are centered around the use of thresholds. Thresholds delineate the
unsustainable (i.e., a stakeholder is underserved with regard to that outcome) and sustainable
ranges that outcomes can fall into. In a classification process based on data, it is essential to
specify which threshold(s) are used, along with supporting data and rationale. In many cases,
due to the absence of widely accepted thresholds, the chosen threshold will be a judgment call
by the enterprise or investor, and that judgment should be made explicit. Figure 3 shows a
stylized depiction of ABC classification oriented around a threshold. In the A, B, and C columns,
outcomes (the A, B, and C boxes) are compared to baseline scenarios. For example, C shows
that the outcome must be in the sustainable range whereas previously (the baseline) it had been
in the unsustainable range.

Figure 3. Threshold analysis for ABC of impact classification
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Additional points to consider during classification:
e ABC classification can be applied at the level of individual outcomes associated with an

enterprise, an enterprise as a whole, and/or a portfolio of investments in enterprises.
Ideally practitioners will first classify multiple enterprise outcomes that are significant
for stakeholders; then classify the enterprise based on those outcome classifications;
and finally classify the overall portfolio based on the enterprise classifications.

e Specific criteria for ABC classification have always been left to the discretion of the
practitioner. Practitioners are encouraged to document their reasoning. For example,
for the two components of the C definition that specify “half or more,” there can be
some flexibility around the 50% cut-off, as long as the rationale is clearly explained in
detail.

e Regarding C classification, practitioners are encouraged to communicate whether and
why the degree of change experienced by end-stakeholders and the natural
environment is significant to those stakeholders, given that there is no fixed degree of
change (in absolute or percentage terms) that automatically qualifies an impact as C
across all stakeholders and contexts.

'See the links under Additional Resources at the end of this document for guidance on how to apply the ABC
of Impact at the outcome, enterprise, and portfolio levels.
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Additional Resources

e Introduction to the ABC of Impact
e ABC at Outcome Level
e ABC at Enterprise Level
e ABC at Portfolio Level
e “The ABC of Impact: Modifications and Clarifications, 2023"
IMPACT Impact Frontiers is a learning and market-building collaboration for
A FRONTIERS investors seeking to manage their social and environmental impacts and

incorporate impact into investment decision-making. We provide
resources, space for community discussions, and a cohort model that

supports learning by doing.

We create practical tools and peer-learning communities that support
investors in building their capabilities for managing impact and
integrating impact with financial data, analyses, and processes. We lead
with questions and facilitate interactions that help investors come up

with their own answers, based on their own strategy, context, and data.

Learn more at impactfrontiers.org

This work is made possible by the Tipping Point Fund for Impact
Investing.



https://impactfrontiers.org/norms/abc-of-enterprise-impact/
https://impactfrontiers.org/norms/abc-of-enterprise-impact/outcome-level/
https://impactfrontiers.org/norms/abc-of-enterprise-impact/enterprise-level/
https://impactfrontiers.org/norms/abc-of-enterprise-impact/portfolio-level/
http://impactfrontiers.org/wp-content/uploads/2024/01/The-ABC-of-Impact-Modifications-and-Clarifications-2023.pdf
http://www.impactfrontiers.org/

