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8. We use investment through-

out as including the range of 

ÀQDQFLQJ�LQVWUXPHQWV�IURP�

grants, loans and equity.

7KLV�PDQXDO�LV�WDUJHWHG�VSHFLÀFDOO\�DW�YHQWXUH�SKLODQWKURS\�RUJDQLVDWLRQV�DQG�VRFLDO�LQYHVWRUV�
(“VPO/SI”), and more generally at impact investors, foundations and any other funders 
interested in generating a positive impact on society. Throughout the document, we use 
WKH�WHUP�´932�6,µ�WR�UHIHU�WR�VXFK�VRFLDO�VHFWRU�IXQGHUV��7KH�ÀUVW�REMHFWLYH�RI�WKH�PDQXDO�
is to create a roadmap or guidebook to help VPO/SIs navigate through the current maze of 
existing methodologies, databases, tools and metrics on social impact measurement. There-
fore, we do not take a stand to recommend a particular tool, but rather have attempted to 
distil best practice from the various ways of measuring and managing social impact. The 
VHFRQG�REMHFWLYH�LV�WR�WULJJHU�D�PRYHPHQW�WRZDUGV�EHVW�SUDFWLFH�ZKHQ�LW�FRPHV�WR�PHDVXULQJ�
and managing impact. We would like the manual to become a working document that 
evolves with new versions over time as our industry knowledge develops.

The manual should be useful both for beginners in impact measurement, who are consid-
ering how to get started, and for more advanced investors who are struggling with how to 
better integrate an impact focus into everyday investment management decisions. Within 
the VPO/SI, the person (or team) assigned to measure impact will be the natural reader/
user of the manual, but we also recommend executive directors, boards of directors and 
investment managers to use the manual as a reference for key decisions on topics such as 
resource allocation, deal selection and investment management. The manual uses plenty 
RI�UHDO�OLIH�H[DPSOHV�IURP�932�6,V�DV�ZHOO�DV�ÀYH�ORQJHU�FDVH�VWXGLHV�WKDW�ZHUH�GHYHORSHG�
by the impact measurement initiative (IMI) Expert Group members. The manual does not 
FRQVLGHU� KRZ� WR�PHDVXUH� ÀQDQFLDO� LPSDFW� EXW� IRFXVHV� VROHO\� RQ� VRFLDO� LPSDFW� �XVLQJ� D�
EURDG�GHÀQLWLRQ�RI�VRFLDO�WKDW�PD\�DOVR�LQFOXGH�HQYLURQPHQWDO�RU�FXOWXUDO���

Our starting point has been to devise a process of Impact measurement for a VPO/SI wanting 
to measure the impact of their investment8 in a Social Purpose Organisation (“SPO”). The 
JXLGH�IRFXVHV�RQ�WZR�OHYHOV��KRZ�WR�PHDVXUH�DQG�PDQDJH�WKH�LPSDFW�RI�VSHFLÀF�LQYHVWPHQWV�
(level of SPO) and how the VPO/SI itself contributes to that impact (level of VPO/SI). 
This process is the “how to” of impact measurement and is often what is most needed by 
venture philanthropy organisations and social investors in general to get started. Analysis 
of existing methodologies for impact measurement and the experience of working together 
with VPO/SIs showed that most methods and tools to measure impact share a general 
framework. 
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:H�UHSUHVHQW�WKH�IUDPHZRUN�DV�KDYLQJ�ÀYH�VWHSV�DV�VKRZQ�LQ�WKH�IROORZLQJ�GLDJUDP��

The steps are presented in sequential order and we recommend that VPO/SIs go through 
the steps in this order. However within the process it is possible to go back to steps and 
revise them as you gain more information and more familiarity with the process. Some 
932�6,V�PD\�ÀQG� LW�XVHIXO� WR�JR� WKURXJK�HDFK�RI� WKH� VWHSV�DW�D� WKHRUHWLFDO� OHYHO�EHIRUH�
implementing them in practice.
 
The goal of impact measurement is to manage and control the process of creating social 
impact in order to maximise or optimise it (relative to costs). Managing impact occurs 
continuously and is facilitated by integrating impact measurement in the investment 
management process. It is important to identify what may need to change within the 
investment management process so that you are able to maximise social impact. That is 
why Managing Impact is the core of the impact measurement process. For each step in 
the process, one should consider how this relates to the everyday work of funding and 
building stronger social purpose organisations.

7KH�LPSDFW�YDOXH�FKDLQ�ZDV�WKH�VWDUWLQJ�SRLQW�IRU�WKH�GHÀQLWLRQV�XVHG�LQ�WKLV�PDQXDO�DV�LW�
clearly sets out the differences between inputs, outputs, outcome and impacts. 

The 5 steps of social 
impact measurement

Source: EVPA
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The Impact Value Chain

6RXUFH��(ODERUDWHG�E\�(93$�IURP�5RFNHIHOOHU�)RXQGDWLRQ�'RXEOH�%RWWRP�/LQH�3URMHFW

,Q�WKLV�PDQXDO��WKH�IROORZLQJ�GHÀQLWLRQV�DUH�XVHG�

7R�DFFXUDWHO\��LQ�DFDGHPLF�WHUPV��FDOFXODWH�VRFLDO�LPSDFW��\RX�QHHG�WR�DGMXVW�RXWFRPHV�IRU��

(i) what would have happened anyway (“deadweight”); (ii) the action of others (“attribution”); 
(iii) how far the outcome of the initial intervention is likely to be reduced over time (“drop 
off”); (iv) the extent to which the original situation was displaced elsewhere or outcomes 
displaced other potential positive outcomes (“displacement”); and for unintended conse-
quences (which could be negative or positive).

Inputs: all resources, whether capital or human, invested in the activities of the 
organisation.

Activities: the concrete actions, tasks and work carried out by the organisation to 
FUHDWH�LWV�RXWSXWV�DQG�RXWFRPHV�DQG�DFKLHYH�LWV�REMHFWLYHV��

Outputs: WKH�WDQJLEOH�SURGXFWV�DQG�VHUYLFHV�WKDW�UHVXOW�IURP�WKH�RUJDQLVDWLRQ·V�
activities.

Outcomes: WKH�FKDQJHV��EHQHÀWV��OHDUQLQJV�RU�RWKHU�HIIHFWV��ERWK�ORQJ�DQG�VKRUW�WHUP��
WKDW�UHVXOW�IURP�WKH�RUJDQLVDWLRQ·V�DFWLYLWLHV��

Social 
Impact:

WKH�DWWULEXWLRQ�RI�DQ�RUJDQLVDWLRQ·V�DFWLYLWLHV�WR�EURDGHU�DQG�ORQJHU�WHUP�
outcomes. 

SPO’s Planned Work SPO’s Intended Results

4. Outcomes 5. Impact2. Activities1. Inputs 3. Outputs

Resources (capital, 
human) invested in 
the activity

€, number of people 
etc.

Development & 
implementation of 
programs, building 
new infrastructure 
etc.

Number of people 
reached, items sold, 
etc.

Effects on target 
population e.g. 
increased access to 
education

Attribution to changes 
in outcome. Take 
account of alternative 
programs e.g. open air 
classes 

€50k invested, 5 people 
working on project

Land bought, school 
designed & built

New school built with 
32 places

Students with 
increased access to 
education: 8

Students with access 
to education not 
including those with 
alternatives: 2

Tangible products 
from the activity

Changes resulting 
from the activity

Outcomes adjusted 
for what would have 
happened anyway, 
actions of others & 
for unintended 
consequences 

Concrete actions of 
the SPO
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(93$·V� UHFRPPHQGDWLRQ� IRU� PHDVXULQJ� VRFLDO� LPSDFW� LV� WR� FDOFXODWH� RXWFRPHV� ZKLOH�
DFNQRZOHGJLQJ� �DQG� LI�SRVVLEOH�DGMXVWLQJ� IRU�� WKRVH� IDFWRUV� WKDW� FRQWULEXWH� WR� LQFUHDVLQJ�
RU�GHFUHDVLQJ�WKH�LPSDFW�RI�WKH�RUJDQLVDWLRQ��UDWKHU�WKDQ�DLPLQJ�WR�FDOFXODWH�YHU\�VSHFLÀF�
impact numbers.

In what follows, we provide a quick glance at the recommended impact measurement 
process as detailed in the manual.

Step 1: Setting Objectives
7KLV� VWHS� LQFOXGHV�GHÀQLQJ� WKH� VFRSH�RI� WKH�932�6,·V� LPSDFW�PHDVXUHPHQW� DQG� VHWWLQJ�
REMHFWLYHV��6HWWLQJ�REMHFWLYHV�LV�D�YLWDO�VWHS�LQ�DQ\�LPSDFW�PHDVXUHPHQW�SURFHVV�DQG�QHHGV�
to be considered at both the level of the VPO/SI and the investee SPO. Often VPO/SIs do 
QRW� VSHQG� HQRXJK� WLPH� XSIURQW� FRQVLGHULQJ� WKHLU� RZQ� LPSDFW� REMHFWLYHV� DQG�ZK\� WKH\�
ZDQW�WR�PHDVXUH�LPSDFW��ZKLFK�ODWHU�PDNHV�LW�GLIÀFXOW�WR�WDNH�GHFLVLRQV�UHJDUGLQJ�ZKDW�LV�
relevant and what is not when faced with scarce resources. 

7KH�PRUH�VSHFLÀF�WKH�REMHFWLYHV�WKH�EHWWHU�WKH�LPSDFW�PHDVXUHPHQW�WKDW�FDQ�EH�SUHSDUHG�
)RU�D�932�6,��REMHFWLYHV�VKRXOG�EH�VHW�DW�WZR�OHYHOV�

(i) Level of the VPO/SI. 
2Q�WKH�UDWLRQDOH�DQG�VFRSH�RI�LPSDFW�PHDVXUHPHQW��WKH�932�6,�VKRXOG�DLP�WR�DQVZHU�ÀYH�
questions upfront:
a. What is your motivation for measuring social impact? 

There are many different purposes for using impact measurement and these could each 
imply different target audiences and outlook.

b. What resources can you dedicate to impact measurement?
5HVRXUFHV�WR�EH�FRQVLGHUHG�LQFOXGH�ÀQDQFLDO��KXPDQ��WHFKQRORJLFDO�DQG�WLPH�

c. What type of SPOs are you working with? 
The maturity i.e. the stage of development of the SPO will potentially limit the type of 
information that the SPO can provide to you.

d. What level of rigour do you require in your impact analysis?
Depending on how accountable you expect your investees to be, you can increase the 
rigour of your analysis and thereby reduce the risk of any impact claims made.

e. What is your time frame for measuring impact? 
The time period over which you measure impact should be determined by the most 
important outcomes and estimated length of time required to achieve them. But in 
practice there may be internal or external pressures to invest for a certain period of time. 
'HSHQGLQJ�RQ�\RXU� WLPHIUDPH�� \RX�ZLOO� EH� DEOH� WR�GUDZ�HLWKHU� YHU\� VSHFLÀF� RU�PRUH�
general conclusions about the impact of the SPO.
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Recommendations for managing impact:
 • A VPO/SI must formulate its overarching social problem or issue so as to choose 

investments in SPOs that can contribute to solving that social issue.
 • Understanding the current and expected social impact of an SPO early in the decision-

making process is extremely valuable: it creates a common understanding of the 
impact of an organisation; allows the VPO/SI and SPO to “speak the same language”; 
and facilitates assessment of achievement of impact at later stages. A VPO/SI should 
convince the SPO of the value of impact measurement, provide assistance where 
SRVVLEOH�DQG�GHÀQH�ZLWK�WKHP�WKH�UHVSRQVHV�WR�WKH�HVVHQWLDO�TXHVWLRQV�WR�KHOS�WKHP�
H[SUHVV�WKHLU�REMHFWLYHV��

 • Decisions have to be made about the amount of time and resources that a SPO should 
dedicate to impact measurement.

2Q�LWV�LPSDFW�REMHFWLYHV��WKH�932�6,�VKRXOG�DLP�WR�DQVZHU�WKHVH�TXHVWLRQV�
a. What is the overarching social problem or issue that the VPO/SI is trying to solve?
7KLV�FDQ�EH�PRUH�RU� OHVV�GLIÀFXOW�GHSHQGLQJ�RQ�KRZ�EURDG�RU� IRFXVHG�\RXU�DSSURDFK�
but a clearly articulated response is necessary to be able to choose investments that can 
contribute to solving the social issue that the VPO/SI is addressing. 

E��:KDW�REMHFWLYH�GRHV�WKH�932�6,�ZDQW�WR�DFKLHYH" 
/RRNLQJ�DW�\RXU�RYHUDOO�REMHFWLYHV�DQG�WKH�UHODWLRQVKLS�WR�EH�EXLOW�ZLWK�LQYHVWHHV�

c. What are the expected outcomes? 
The VPO/SI should evaluate the expected outcome of its investment in the SPO, i.e. the 
expected outcome of the SPO and how the VPO/SI expects to contribute to achieving 
that outcome. It is important to consider potential unintended consequences of the 
932�6,·V�DFWLYLWLHV�

(ii) Level of the SPO. 
At a minimum you should answer these questions about the SPO:
a. What is the social problem or issue that the SPO is trying to solve? 

The response should include information about the nature and magnitude of the 
problem or opportunity; which populations are affected; whether the matter is changing 
or evolving as well as in what way it is changing or evolving. 

b. What activities are the SPO undertaking to solve the social problem or issue? 
This should include a description of exactly what the SPO is doing to try to effect a change. 

c. What resources or inputs (as per the impact value chain) does the SPO have and need 
to undertake its activities? 
This should include the time, talent, technology, equipment, information and other assets 
DYDLODEOH�WR�FRQGXFW�WKH�DFWLYLWLHV��DV�ZHOO�DV�WKH�932�6,·V�FRQWULEXWLRQ�WR�KHOSLQJ�WKH�
SPO to solve the issue.

d. What are the expected outcomes? 
This should include what the SPO must achieve to be considered successful and will form 
the basis of the milestones against which the SPO will be measured. It is also important 
WR�FRQVLGHU�WKH�XQLQWHQGHG�FRQVHTXHQFHV�RI�WKH�632·V�DFWLYLWLHV�
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Step 2: Analysing Stakeholders
932�6,�LQYHVWPHQWV�JHQHUDWH�YDOXH�IRU�D�YDULHW\�RI�VWDNHKROGHUV��$�VWDNHKROGHU�LV�GHÀQHG�
as, “Any party effecting and/or affected by the activities of the organisation.” 

This is an important step because the VPO/SI needs:
 • To understand the expectations of the stakeholders, their contribution to and the potential 
LPSDFW�WKH�632·V�ZRUN�ZLOO�KDYH�RQ�WKHP�

 • The co-operation of the main stakeholders in the impact measurement process.

Applying to both the VPO/SI and SPO level, there are two aspects to stakeholder analysis:
(i) 6WDNHKROGHU� LGHQWLÀFDWLRQ; which includes stakeholder mapping (direct and indirect 

FRQWULEXWRUV�DQG�EHQHÀFLDULHV���VWDNHKROGHU�VHOHFWLRQ��XVLQJ�FRQFHSWV�VXFK�DV�PDWHUL-
ality, accountability and relevancy) and analysis of stakeholder expectations.

(ii) Stakeholder engagement; which includes communicating with the selected stakeholders 
and is vital to be able to understand their expectations and, later in the process, verify 
if their expectations have been met. This is described in more detail in Step 4.

Step 3: Measuring Results: Outcomes, Impact and Indicators
This step again occurs at two levels: 
 • 932�6,�OHYHO��LWV�RZQ�RXWSXWV��RXWFRPHV��LPSDFW�DQG�LQGLFDWRUV�DV�SHU�LWV�RZQ�REMHFWLYHV�
�WKHRU\�RI�FKDQJH�HWF���LPSDFW�PHDVXUHPHQW�DW�D�SRUWIROLR�OHYHO��LPSDFW�RI�WKH�932�6,·V�
work on the SPO.

 • 632� OHYHO�� WUDQVIRUPLQJ� LWV� REMHFWLYHV� LQWR�PHDVXUDEOH� UHVXOWV� YLD� RXWSXWV�� RXWFRPHV��
impact and indicators. 

7R�WUDQVIRUP�WKH�REMHFWLYHV�VHW�LQ�6WHS���LQWR�PHDVXUHDEOH�UHVXOWV�D�932�6,�DQG�632�PXVW�
FRQVLGHU�RXWSXWV�� RXWFRPHV�� LPSDFW� DQG� LQGLFDWRUV�� )RU� D�932�6,�� LW� LV� QRW� VXIÀFLHQW� WR�
MXVW�FRQVLGHU�WKH�LPSDFW�DFKLHYHG�E\�WKH�632��LW�LV�DOVR�LPSRUWDQW�WR�DVVHVV�WKH�LPSDFW�RI�
the work of the VPO/SI on the SPO. Outputs are directly related to the activities of the 
organisation i.e. what is done to try and make a change in the base case, hence these are 

Recommendations for managing impact: 
 • A VPO/SI must get the buy-in of key stakeholders (donors/investors, staff/human 
UHVRXUFHV�� 632V�� WR� WKH� LPSDFW�REMHFWLYHV�RI� WKH�932�VR� WKDW� WKHLU� H[SHFWDWLRQV�DUH�
managed and their contributions are aligned. 

 • (QJDJHPHQW�ZLWK�D�932�6,·V�NH\�VWDNHKROGHUV�VKRXOG�KDSSHQ�XSIURQW�DQG�DQ\�PDMRU�
FKDQJHV�LQ�WKH�LPSDFW�REMHFWLYHV�VKRXOG�EH�SURSHUO\�FRPPXQLFDWHG��

 • When a VPO/SI makes an investment in a SPO, stakeholder analysis should be 
included during the due diligence phase. As the investment period proceeds, it is 
advisable to regularly get back to these stakeholders to verify that their expectations 
are being met (more details on how to do this in Step 4).

 • Consider upfront when would be the appropriate time to revisit stakeholder analysis 
WRJHWKHU�ZLWK�WKH�632��H�J��FKDQJH�WR�RXWFRPHV�EHLQJ�DFKLHYHG��PDMRU�QHZ�IXQGLQJ�
streams, new business lines, policy changes).
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Internal vs external focus:  
the use of outputs, 
outcomes or impacts

generally easier to measure. Outcomes and impacts are related to the expected and unex-
pected effects of the activities of the organisation, hence they are outside the scope of the 
RUJDQLVDWLRQ·V�DFWLYLWLHV��EXW�ZLWKLQ�WKHLU�VFRSH�LQ�WHUPV�RI�DFFRXQWDELOLW\��DQG�JHQHUDOO\�
PRUH�GLIÀFXOW�WR�PHDVXUH�

Indicators are used to show progress towards or away from outputs or outcomes. If output 
indicators are required these should be sourced as much as possible from public databases 
such as IRIS, Global Value Exchange or other databases. If these output indicators point in 
the same direction as the outcome you are targeting or if there exists independent research 
VKRZLQJ�WKDW�VSHFLÀF�RXWSXWV�GR�UHVXOW�LQ�VSHFLÀF�RXWFRPHV�WKHQ�VRPH�PD\�DOVR�EH�XVHG�
as outcome indicators. If not we recommend the following process to select outcome indi-
cators:

(i)  'HÀQH�RXWFRPHV as change statements, target statements or benchmark statements.
(ii)  Select outcomes: you may have a list of outcome statements but you must select those 

outcomes that are most important, material, useful and feasible (in achievement not in 
measurement).

(iii) Select indicators i.e. identify two to three factors that provide measurable evidence 
for a sub-optimal situation. There are four aspects to a good indicator:
a.  Indicators should generally be aligned with the purpose of the organisation, although 
LI� D�SRWHQWLDO�XQLQWHQGHG�RXWFRPH�KDV�EHHQ� LGHQWLÀHG�� UHOHYDQW� LQGLFDWRUV� IRU� WKLV�
RXW�FRPH�PD\�E\�GHÀQLWLRQ�QRW�EH�DOLJQHG�ZLWK�WKH�SXUSRVH�RI�WKH�RUJDQLVDWLRQ�

b.  Indicators should be “SMART”.
F���,QGLFDWRUV�VKRXOG�EH�FOHDUO\�GHÀQHG�VR�WKH\�FDQ�EH�UHOLDEO\�PHDVXUHG�DQG�LGHDOO\�

comparable with those used by others.
d.  More than one indicator should be used, with preference for two or three.

Impact itself is a technical and often academic discussion including concepts such as drop 
off, displacement, deadweight and attribution. The rationale for this guide is to remove the 
complexity around the issue and provide practical guidance. 

Base Case Changed Case

Outcomes

Impacts
External Focus

Internal Focus

 Outputs

Inputs

Organisation

Source: EVPA
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The ability of an organisation to measure impact will depend on the sector and geography 
in which it is operating. The propensity of European governments to move towards pay for 
performance contracts means the measurement of impact is becoming more important for 
those organisations active in these areas. However, for many organisations, access to inde-
pendent statistics and the creation of control groups in order to assess displacement, dead-
weight, drop off and attribution is not possible due to the expense and specialist skill-set 
to carry them out. In these cases we encourage organisations to measure impact by calcu-
lating outcomes and acknowledging those factors that may mean that the outcomes are not 
equal to the impact i.e. can increase or decrease impact. In some cases it may be possible to 
think about some evidence as to what a control group may look like and could be used for 
comparison purposes, for example based on research of comparable situations elsewhere. 

Step 4: Verifying & Valuing Impact
In this step, we need to verify whether the claim we make on having positive social impact 
is true, and if so, to what extent (i.e. to what value). The responses to these questions will 
allow us to reÀQH� WKH� WDUJHW� RXWFRPHV� DQG� DVVRFLDWHG� LQGLFDWRUV�� FUHDWLQJ� D�SRVLWLYH�
feedback loop in the impact measurement process. This step also helps identify the 
impacts with the highest social value, which can help an organisation focus their resources 
towards those initiatives that create most impact on society.

Again, this step needs to occur at two levels: both at the level of the VPO/SI as well as at 
the level of the SPO.

Recommendations for managing impact:
 • )RU�D�932�LW�LV�QRW�HQRXJK�WR�MXVW�FRQVLGHU�WKH�LPSDFW�DFKLHYHG�E\�WKH�632��LW�LV�DOVR�

important to assess the impact of the work of the VPO/SI on the SPO. 
 • 7KH�GHÀQLWLRQ�RI�SRUWIROLR� OHYHO� LQGLFDWRUV�PD\�EH�UHTXLUHG� WR�PHDVXUH�KRZ�ZHOO�D�
932�6,�KDV�DFKLHYHG�LWV�REMHFWLYHV�DV�DQ�RUJDQLVDWLRQ�

 • The VPO/SI should ask the SPO to focus on those indicators that are directly related 
WR�WKH�632·V�WKHRU\�RI�FKDQJH�DQG�KHQFH�LQ�OLQH�ZLWK�WKHLU�RSHUDWLRQDO�SURFHVV��$Q\�
additional indicators required for the VPO/SI to satisfy its impact measurement needs 
should be collected by the VPO/SI.

 • The expected outputs, outcome and impact, and the corresponding indicators should 
EH�GHÀQHG�EHIRUH�WKH�LQYHVWPHQW�LV�PDGH�DQG�DJUHHG�XSRQ�E\�WKH�932�6,�DQG�WKH�
SPO. 

 • Clarify at the beginning of the relationship (i.e. during due diligence and within deal 
structuring) who is responsible for measuring what. This can evolve over time and 
should be reviewed on an annual basis.
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7KH�932�6,�PXVW�YHULI\��RU�DW�OHDVW�UHFRUG��WKH�QRQ�ÀQDQFLDO�DVVLVWDQFH�SURYLGHG�WR�WKHLU�
LQYHVWHHV�� 7KH\� VKRXOG� WKHQ� FRQÀUP�ZLWK� WKH� LQYHVWHHV� WKDW� WKLV� DVVLVWDQFH�ZDV� LQ� IDFW�
valued. It may also be necessary for VPO/SIs to verify at regular intervals that the expecta-
tions of other stakeholders (donors/investors and human resources) are met so that correc-
tive actions can be undertaken if necessary.

At the level of the SPO, it is important to verify whether the outcomes make sense for the 
stakeholder i.e. if the outcomes were realised during the timeframe and in the quantities 
expected. 

Verifying impact can be done via:
 • Desk research:�FRQÀUPLQJ�ZKHWKHU�WKH�WUHQGV�GHWHFWHG�DQG�LQWHUSUHWHG�E\�WKH�632�FDQ�

be triangulated with other data (external research reports, databases, government statis-
tics etc.);

 • Competitive analysis: comparing the results of the SPO with other comparable organisa-
tions in terms of similar issues, geographies and populations targeted;

 • Interviews / focus groups: asking neutral questions to a representative sample of your 
key stakeholders. This format can be particularly useful when the VPO/SI is assessing 
WKH�YDOXH�RI�LWV�QRQ�ÀQDQFLDO�DVVLVWDQFH�WR�WKH�632��+RZHYHU�LW�LV�UHFRPPHQGHG�WKDW�D�
neutral party conduct these interviews so as to ensure SPOs are comfortable providing 
the most truthful responses).

The next step is to understand if the outcome was important i.e. of value to the stakeholder.

Numerous techniques and methodologies exist for measuring value created. We have 
chosen not to list all the possible techniques preferring instead to cite certain useful refer-
HQFHV��7ZR�JHQHUDO�FDWHJRULHV�FDQ�EH�LGHQWLÀHG��TXDOLWDWLYH�DQG�TXDQWLWDWLYH��PRQHWLVDWLRQ��
 • Qualitative: storytelling, client satisfaction surveys, participatory impact assessment 

groups, progress out of poverty index.
 • Quantitative (monetisation): techniques for valuing e.g. perceived value / revealed pref-
HUHQFH�DQG�9DOXH�*DPH�RU�WHFKQLTXHV�IRU�FRVW���EHQHÀW�DQDO\VLV�H�J��FRVW�VDYLQJ�PHWKRGV�
DQG�TXDOLW\�DGMXVWHG�OLIH�\HDUV�FDOFXODWLRQV�

Whether you select a quantitative or qualitative technique or a combination of both for 
YDOXLQJ�LPSDFW�ZLOO�GHSHQG�RQ�\RXU�UDWLRQDOH�IRU�PHDVXULQJ�LPSDFW�LQ�WKH�ÀUVW�SODFH��)RU�
example, often governments tend to prefer quantitative approaches whereas the general 
public may prefer qualitative methods. 
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Step 5: Monitoring & Reporting
7KH�ÀQDO�VWHS�LQ�WKH�LPSDFW�PHDVXUHPHQW�SURFHVV�LQYROYHV�PRQLWRULQJ�²�WUDFNLQJ�SURJUHVV�
DJDLQVW� �RU� GHYLDWLRQ� IURP�� WKH� REMHFWLYHV� GHÀQHG� LQ� WKH� ÀUVW� VWHS� DQG� PDGH� FRQFUHWH�
through the indicators set in the third step; and reporting – transforming data into present-
able formats that are relevant for key stakeholders. Monitoring and reporting are iterative 
processes that go hand in hand because what is monitoring to one stakeholder is reporting 
to another e.g. when a VPO/SI is monitoring the progress of an investee SPO, that SPO is 
reporting relevant data to the VPO/SI. As in the other steps we must consider the process 
at two levels: the VPO/SI and SPO. 

(i) Monitoring
2QFH�DQ�RUJDQLVDWLRQ�KDV�GHFLGHG�RQ�WKH�LQGLFDWRUV�WR�EH�PHDVXUHG�DQG�YHULÀHG�WKDW�WKH\�
make sense to the key stakeholders, they need to start collecting data in a systematic way. 
In practice, the type of system may be considered upfront but we urge organisations to 
go through the impact measurement process at least theoretically prior to setting up the 
system to understand the type of information that needs collection. 

The VPO/SI should be collecting and analysing data on:
 • 6SHFLÀF� LQGLFDWRUV� WKDW� PHDVXUH� LWV� SURJUHVV� WRZDUGV� UHDFKLQJ� LWV� RYHUDUFKLQJ� VRFLDO�
REMHFWLYHV�

 • 7LPH�LQYHVWHG�DQG�RU�½�SURYLGHG�LQ�QRQ�ÀQDQFLDO�VXSSRUW�WR�LWV�LQYHVWHHV��
 • 7KH�LQYHVWHH�632V��DFFRUGLQJ�WR�WKH�REMHFWLYHV�DQG�LQGLFDWRUV�SUHYLRXVO\�GHÀQHG��

There is also a need to evaluate if the SPO is effectively monitoring its activities and 
outcomes e.g. are the selected indicators appropriate (providing a balanced picture of the 
situation and picking up potentially positive and negative aspects) and if the VPO/SI has a 
role to play in improving the impact measurement practices of the investee

Recommendations for managing impact:
 • Perform this step at the beginning of an investment (as part of the due diligence), at 

least once during the investment period (to check that the impact is achieved and 
valued) and again at the time of exit (as a way to check that the desired impact has 
been achieved and makes sense).

 • Make clear assignments between the SPO and VPO/SI about who is responsible for 
which parts of the verifying and valuing process.

 • Unless you verify whether you have created value through your support of the SPO, 
you cannot credibly make that statement. 

 • VPO/SIs should use independent studies to assess the value they provide to the 
SPOs as directly questioning investees may be a delicate matter, resulting in them not 
always providing truthful answers.

 • VPO/SIs should verify at regular intervals that the expectations of other stake-
holders (donors/investors and human resources) are met so that corrective action 
can be undertaken if necessary.
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Recommendations for managing impact:
 • To remove a reliance on and/or culture of “gut feeling”, VPO/SIs should work with 

the SPO to develop an impact monitoring system that can be integrated into the 
management processes of the organisation.

 • &KHFN�ZKHWKHU� WKH� V\VWHP� WKH� 632� DOUHDG\�ZRUNV�ZLWK� LV� VXIÀFLHQW� WR�PHHW� \RXU�
requirements – if not, a VPO/SI should be prepared to contribute to improving it 
WKURXJK�SUR�ERQR�SDUWQHUV�RU�RWKHU�UHVRXUFHV��DOWKRXJK�JHQHUDOO\�WKLV�VXSSRUW�GRHVQ·W�
H[WHQG�WR�WKH�DFWXDO�GDWD�FROOHFWLRQ���7KH�REMHFWLYH�VKRXOG�EH�D�V\VWHP�WKDW�LV�RI�YDOXH�
to the SPO as a management tool.

 • 7KH� FRVW� WR� VXSSRUW� DQG� PDLQWDLQ� D� 632·V� LPSDFW� PRQLWRULQJ� V\VWHP� �LQFOXGLQJ�
SHUVRQQHO� WLPH�DQG�FRVWV��VKRXOG�EH�SDUW�RI� WKH�632·V�EXGJHW�DQG�KHQFH�SDUW�RI� WKH�
negotiation with the investor in order to decide how costs should and/or could be split.

 • When working with very early stage SPOs and helping them develop business plans, 
integrate requirements on impact measurement at this stage.

 • Agree on reporting requirements upfront with SPO and co-investors to eliminate the 
burden of multiple reporting on the SPO.

 • Manage expectations about frequency and level of detail for reporting, and the way 
632V�UHSRUW��ZLOO�WKH\�MXVW�UHSRUW�RQ�QXPEHUV�RU�DOVR�RQ�YHULÀFDWLRQ��DQG�LI�VR��ZLWK�
what frequency).

The SPO needs to evaluate the outcomes or impacts that are being achieved through the 
activities of its organisation and the practical lessons that can be learned from the results. 
With this information it is then possible to decide what actions are needed to increase 
impact. 

(ii) Reporting
Once the data has been collected and analysed, an organisation needs to consider how 
to present this information. The purpose of reporting affects the information that should 
be included. Depending whether the focus is on an internal or an external audience, the 
various stakeholders may require different types of reports. The stakeholder analysis 
conducted in Step 2 should guide the development of reporting, considering the stake-
KROGHUV·�PXOWLSOH�REMHFWLYHV��

One of the challenges of the social sector is that each SPO needs to report in different ways 
to each funder. Some initiatives (e.g. Social Reporting Standard) are trying to overcome this 
SUREOHP��EXW�WKHUH�LV�VWLOO�D�SUREOHP�RI�ODFN�RI�VWDQGDUGLVDWLRQ�WKDW�OHDGV�WR�LQHIÀFLHQFLHV�



26 A PRACTICAL GUIDE TO MEASURING AND MANAGING IMPACT

EUROPEAN VENTURE PHILANTHROPY ASSOCIATION

EXECUTIVE SUMMARY

Managing Impact
7KH� LPSDFW�PHDVXUHPHQW�SURFHVV�RXWOLQHG� LQ� WKH�ÀYH�VWHSV�VKRXOG�DOORZ�WKH�932�6,� WR�
better manage the impact generated by its investments. To manage impact, the VPO/SI 
VKRXOG�FRQWLQXRXVO\�XVH� WKH� LPSDFW�PHDVXUHPHQW�SURFHVV� WR� LGHQWLI\�DQG�GHÀQH�FRUUHF-
tive actions if the overall results deviate from expectations. It will also have become clear 
that impact measurement is very closely aligned to your investment management process. 
Given most VPO/SIs are aiming to maximise impact, the corrective actions taken may 
apply as much to the investment management process as to impact measurement itself.

Managing impact in the investment process

Assess whether invest-
ment opportunity fits 
with VPO/SI strategy 
by asking questions 
detailed in setting 
objectives.

Decide on the 

overarching social 

impact objectives 

of the VPO/SI – 

these will guide the 

investment process.

Dig deeper into
questions asked in
setting objectives.

Perform stakeholder
analysis.

Verify and value
expected results.

Map outputs, out-
comes and impacts 
and decide on key 
indicators against 
which progress will 
be measured.

Decide on monito-
ring and reporting 
content and frequency
and assign responsi-
bilities.

Regularly assess 
impact results against 
key indicators.

Verify and value
reported results at 
regular intervals.

Revise indicators
if significant changes
are made in the
business and impact 
model.

Investment
management ExitDue diligence 

(detailed screening)
Deal 
screening

Investment
strategy Deal 

structuring

Investment process

Perform thorough 
analysis of impact
results against
objectives – 
verifying
and valuing 
reported 
results.
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