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Executive Summary

In a time characterised by shifting business landscapes and increasing stakeholder expectations, integrating
sustainability into companies’ operations and investors’ decision-making is gaining importance. Sustainability
has evolved beyond being a mere trend, emerging as a pivotal factor in value generation. This report presents
a comparison of methodologies evaluating impact and a pilot study aimed at investigating the practical
application of an integrated return model (IWAF developed by the Impact Economy Foundation) within the
context of public companies coming from various industries. Integrated return reflects the change of scarce
capital from financial to natural capital. Integrated return is also useful to construct outcome-based financing
and transition finance instruments (e.g. several types of sustainability-linked loans and bonds).

Therefore, the main objectives of this project are:

1. to evaluate the efficacy and practicality of the integrated return model within diverse corporate contexts
2. to determine the optimal approach for presenting integrated returns from an investor's point of view
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Figure 1 - General comparison of methodologies

IWAF approach is scoring the highest in assessing the impact most accurately.
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IWAF methodology - Integrated return explained

Integrated return r combines the following dimensions: 1) profit and paid interest (AFV); 2) monetarily valued
social impact (ASV); and 3) monetarily valued environmental impact (AEV) during a given year, divided by
invested capital (FV):

Integrated return:

rintegrated __ financial return + social impact + environmental impact Figure 2
i =

invested capital

_ AFV+ASV+AEV _ AFV+Q-SP
Fv FV

Pilot Study Results

Using stakeholder mapping and materiality analysis, we assess the size of material social and environmental
issues (Q) and multiply these by their shadow prices (SP). Based on that, we can calculate the integrated
return. Based on our collaboration with Impact Institute, Figures 3 and 4 present the example of integrated
return results based on industry averages from the Global Impact Database (GID; see Appendix B).
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Figure 3 - Integrated return Danone
Source: Authors' own, based on GID averages

Figure 4 - Integrated return Novozymes
Source: Authors' own, based on GID averages
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Conclusions and recommendations

Conclusions on integrated returns:
Integrated return addresses a gap:

1.

a.

Investors, entrepreneurs and CxOs need to know about the impact (positive and negative) of

their company.

Negative impact shows exposure to risk of externalities becoming internalised and the positives
opportunities for long-term value creation. These have financial consequences.

Impact measurement is a critical addition to traditional business cases as investments/projects can
no longer be looked at just from a financial value perspective in isolation; this financial driven short-
terminism is limiting and increasingly risky given the new regulatory regime.

Integrated return provides a good initial overview of a company’s profit and impact:

a.

By monetising impacts, the Impact Weighted Accounts Framework (IWAF) methodology makes profit
and impact comparable.

The IWAF methodology facilitates an integrated overview of a company’s performance.

An integrated overview is useful for investors that care about profit and impact. Publication of
integrated returns would add to transparency as well.

It is important to show the individual financial, social and environmental components of integrated
return; netting of individual components is forbidden. Results can be aggregated across a portfolio
of assets.

Materiality analysis is crucial:

a.

Understanding of material topics/issues in the value chain/sector is important to understand the
context for the impact estimates and validate the approximate relative magnitude of impacts.
Conducting materiality analysis beforehand is essential for comparing impact results against

material issues.

In addition, materiality analyses encourage focus on the largest impact topics. This can save investors a
lot of time as only the most significant topics are measured and monetarily valued.

Industry averages simplify complexity:

a.

Analysing thousands of public companies poses a data challenge. Using industry averages simplifies
the complexity of integrated return calculations. Industry or sector averages provide a very useful
overview of company impact across sectors.

Estimates are particularly useful in a materiality assessment to determine where to focus data
collection efforts, but should be interpreted cautiously when assessing individual companies’ impact.
In addition, the sector average can serve as a first approximation of a company’s impact. It can then
be refined by primary data collection. A focus on materiality can also help here. Larger impacts are
refined first. For smaller impacts, the initial approximation is often good enough.

Sector averages are also helpful for measuring impacts among the value chain. Here, primary data
collection is often not feasible (esp. for indirect suppliers). An approximation based on sector
averages is then better than omitting them entirely.

Common sense is important:

a.

The objective of impact assessment is to assess real world impact appropriately. Counterintuitive
results should be investigated further.

General quantitative information could be supplemented with more specific quantitative information
and qualitative information about individual companies to have a final judgment on the sustainability
of a company. The so-called man and machine approach.

Impact measurement and valuation need to be scaled up:

a.

The hurdles to start with impact measurement need to be lowered to achieve scale and lower the
cost per impact data point.

More data needs to become available at the right level of granularity. Proxy data can be used to for
materiality assessment and benchmarking purposes.

As companies start to report on their impact (CSRD, CSDDD and SFDR) more data will

become available.

Harmonisation of definitions of impact is needed:

a.

To ensure comparability across companies, harmonised data are needed.

b. Frameworks for impact measurements also need to be aligned.
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Crallenges: Table of Content

a. Calculating integrated return for thousands of companies is complex and data-intensive.

b. Measurement of social and environmental impacts requires making assumptions and choices and is
resource-intensive.

2. Shadow prices:

a. Monetising social and environmental impacts involves the use of shadow prices to translate a
footprint in a monetised value, based on the contribution of an effect to welfare, wellbeing and
respect of human rights.

Different stakeholders may value impacts differently, leading to disputes or inconsistent results. Part | 8
IWAF uses a normative framework that is derived from the UN declaration of human rights. Prices

for negative impacts reflect the costs required to undo the damage, compensate affected 1. Introduction of the Integrated Return Model 9
stakeholders, prevent the impact from happening in the future and any fines. This already gives some
weighting of importance. 2. Comparison of Methodologies 10
d. Using academic studies helps to make shadow prices as objective as possible.
3. Data Availability: 3. IWAF methodology - Integrated return 13

a. Accurate and up-to-date data on social and environmental impacts may not always be
readily available.
b. More value chain transparency/data would be helpful.
c. Limited or disorganised data can limit the accuracy of calculations. Part Il 15
4. Reliance on industry and country averages:

a. Averages may not always reflect an individual company's performance. 4. Pilot study results 16
b. Further company analysis is needed to make the necessary adjustments for reliability and to assess
company specific impacts within sectors. 5. Conclusions and recommendations 26

Recommendations for next steps:

1. Integrated reporting:
a. The Company Sustainability Reporting Directive requires large companies to report on their impacts Part il 27
over 2024 and medium-sized companies from 2025 onwards.

b. The increased availability of data facilitates impact measurement. Appendix 28
Investors could prepare themselves for the increased availability of these data by analysing and
interpreting impact. Bibliography 30

2. Analysing large numbers of companies:

a. Making choices and assumptions is inherent in the process of compiling a large database;
b. A debate on the results has several dimensions

|. What does the data tell us?

Il.How should we weigh different components?
Il.How should we deal with data gaps?
c. Important and large items, such as consumer surplus and carbon emissions, could be

discussed further.

About the Report

The report explores the “Integrated Return Model" for
evaluating investments by combining financial, social, and
environmental impacts, based on the Impact Weighted

Accounts Framework (IWAF). It compares methodologies

for impact assessment and demonstrates IWAF's practical
application through pilot studies on companies across diverse
industries. The IWAF quantifies impacts in monetary terms,
offering investors a holistic view of company performance,

aiding in transparency, and fostering sustainability-aligned
decision-making. Despite its advantages, the methodology
faces challenges like data availability and complexity. Sector
averages partially address these challenges but lack granular
company-specific insights. Recommendations emphasise the
need for harmonised data, improved reporting (aligned with
the Corporate Sustainability Reporting Directive), and scaling
up impact measurement for wider adoption.
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Pa rt I 1. Introduction

In an era marked by growing environmental concerns, social challenges, and heightened awareness of
sustainability, investors are under increasing pressure to align their portfolios with broader societal and
environmental goals. Traditional financial metrics, while essential, no longer provide a complete picture of a
company'’s overall performance and impact. This shift has led to the emergence of methodologies aimed at
integrating social and environmental factors into performance assessments, creating a more comprehensive
framework for decision-making.

The concept of integrated returns bridges the gap between conventional financial analysis and the need

for sustainability-focused evaluations. By monetising social and environmental impacts, frameworks like

the Impact Weighted Accounts Framework (IWAF) enable companies and investors to assess and compare
impacts alongside financial returns. This approach offers stakeholders a robust tool to evaluate both positive
contributions and negative externalities, aligning business operations with long-term value creation

and sustainability.

This report examines the efficacy of integrated return models, focusing on the IWAF approach and its
application in real-world scenarios. Through a comparative analysis of methodologies and pilot studies

on various companies, this research highlights the benefits, limitations, and potential of integrating impact
metrics with financial returns. The findings offer valuable insights into how investors can leverage such
frameworks for more informed decision-making, ensuring both profitability and positive impact are accounted

for in corporate evaluations.
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2. Comparison of
Methodologies

In today’s rapidly changing world, the evaluation and assessment of impact of different initiatives,

projects and companies plays a crucial role in the transition process towards sustainable investments.
Therefore, organisations and investors from various industries are increasingly recognising the need for a
robust methodology to measure and understand the aftermath (in case the impact) of their actions. As a
consequence, we perform a comparative analysis of different methodologies applied to evaluate the impact
(see Appendix A. for descriptions of different methodologies) with a focus on eight comparison criteria.

Comparison Criteria

1.

Clarity of objectives: to what extent methodology encourages clearly defining and understanding the
goals and objectives of a particular investment. It involves setting well-communicated and understood
goals for all stakeholders.

Metrics standardisation: it defines whether methodology applies or proposes using a standardised set of
metrics to evaluate the investment impact. It enables data comparability and improves decision-making.
Comparability: to what extent the methodology facilitates making meaningful and accurate comparisons
between different investments, and whether it is possible to evaluate and analyse investments with
different characteristics.

Monetisation presence: it assesses whether there is a clear approach to convert impact into quantitative
value in the monetary form which provides common language among investors and business, therefore
enabling greater understanding, comparability and inclusion in decision-making.

Methodology transparency: it defines whether the methods and procedures used are clear and
understandable to others. It incorporates providing detailed information about the steps taken, the data
sources used, and the reasoning behind decisions made during the process.

Completeness: refers to ability with which methodology comprehensively address all the necessary
aspects of the impact investment, both positive and negative, and whether it is possible to assess the
project/company as a whole or partially.

Usefulness in the transition process (to achieve SDGs): to what degree the proposed methodology

is beneficial and effective in contributing to addressing social, environmental, and economic challenges
outlined by the SDGs, and investors’ ability to shape sustainable business practices.

Usefulness in decision-making: to what extent information, data, or insights based on using the
methodology are relevant and valuable for investors in the process of making informed decisions.
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Overview methodologies
We provide here a short overview of methods to evaluate impact. The full detail of the method are contained
in Appendix A.

A.

Typology of sustainable investments — Busch et al. (2021)

The typology separates impact-aligned and impact-generating investments from ESG-related
investments. They propose four dimensions of sustainable investment and suggest that impact-related
investments aim to transform industries or markets, while ESG-related investments focus on investment
management strategies.

COMPASS - Global Impact Investing Network

COMPASS is a methodology for rigorous, consistent, and comparable analysis of investments’ social and
environmental impact. It produces three standardized figures to illustrate impact scale, pace, and
efficiency, enables comparability of impact results, and positions impact relative to social and
environmental issues.

Theory of Change — Triodos Investment Management

The Theory of Change is a framework consisting of five steps to help investors turn their impact goals
into real results. The steps involve starting with the mission, identifying the need for change and vision for
solutions, setting impact objectives, defining activities, and monitoring and reporting impact through
both quantitative and qualitative measures.

Total Impact Measurement & Management (TIMM) — PwC

The TIMM framework includes four quadrants: social impact, environmental impact, taks impact, and
economic impact. By measuring these impacts, businesses can understand the balance between positive
and negative effects.

Impact Statement — Value Balancing Alliance

The Value Balancing Alliance methodology uses a monetary metric to measure the impact of business
models, considering the local context of the activity and the weighting of sustainability aspects.

Impact Multiple of Money — The Rise Fund & The Bridgespan Group

IMM is used in impact investing to measure the social or environmental impact of an investment. It is
calculated by dividing the total value of the social or environmental impact created by an investment by
the amount of capital invested.

Impact Weighted Accounts Framework (IWAF) — Impact Economy Foundation

IWAF is a method that aims to quantify a company’s environmental and social impact in financial terms by
assigning monetary values to positive and negative impacts. With IWAF, the integrated return of a
company can be calculated.

Social Return on Investment (SROI) — Social Value UK

SROI evaluates the social impact of an investment by comparing the costs of the investment to the social
benefits it generates. It can be calculated by dividing the total social benefits of an investment by the total
investment cost.

The Impact Frontier — Impact Frontiers

The Impact Frontier helps investors to identify the portfolio with the highest possible impact for a given
level of financial return or the highest possible financial return for a given level of impact. The concept is
similar to the traditional finance concept of the efficient frontier.
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Conclusion

Figure 5 provides the results of a comprehensive evaluation of all methodologies, utilising a color-coded
scoring system for clarity. Dark green signifies a “very good” performance, indicating top-tier effectiveness.
Light green represents a “good” performance, showing a satisfactory but not exceptional outcome. Yellow
denotes a "'moderate” performance, suggesting average efficacy with room for improvement. Red highlights a
“low” to “very low" performance, signalling significant deficiencies and the need for substantial enhancement
in certain criteria.
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Figure 5 - General comparison of methodologies

Two methodologies emerge as particularly promising approaches for practical implementation through a
pilot study, namely COMPASS by GIIN and Integrated Return (IWAF). COMPASS provides valuable insights
into the progress made towards specific impact goals. It offers a structured framework for the evaluation

of various dimensions of impact. But it falls short in supplying a holistic picture of impact, as it does not
allow for aggregating the various impacts. By contrast, the Integrated Return method based on IWAF has a
distinct advantage by presenting an integrated perspective on both financial and impact performance, which
further provides a more comprehensive understanding of a project or company’s overall performance. The
monetisation of impacts in IWAF allows for making impacts comparable and aggregating them. Based on the
assessment of the methodologies, the INVAF methodology receives the highest score. The working group
therefore selects the IWAF approach for a pilot study of integrated return. As a result, Impact Institute, who
supports business in implementing IWAF, was invited to contribute to the pilot study.
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3. IWAF methodology -
Integrated return

Impact investors look for financial return (profit) as well as social and environmental impact. The integrated
value (IV) model combines the financial value (FV), social value (SV) and environmental value (EV) dimensions
(see Figure 6).

Figure 6 - The Integrated Value Model
Source: Based on Schoenmaker and Schramade (2023)

The Impact Weighted Account Framework (IWAF) is developed and maintained by the Impact Economy
Foundation, an independent foundation. IWAF quantifies a company’s social and environmental impact in
financial terms by assigning monetary values to positive and negative impacts (IEF, 2024). The quantification
follows a three-step process. The first step is to determine which social and environmental factors are
material (that means relevant) to the company. This prevents analysts getting lost in multiple, often immaterial,
factors. The second step is to express these material factors in their own units (Q). The third step assigns a
shadow price (SP) to these units, based on welfare theory. The IWAF methodology allows the calculation of
integrated return r, which combines the profit and impact dimensions: 1) profit and paid interest (AFV); 2)
monetarily valued social impact (ASV); and 3) monetarily valued environmental impact (AEV) during a given
year, divided by invested capital (FV):

rintegrated __ financial return + social impact + environmental impact Figure7
i invested capital

_ DFVHASVHAEV _ AFV+Q-SP
Fv Fv

The denominator is invested capital, which is a proxy for the financial value (FV) of the company. This reflects
the idea that equity and bond investors ‘finance’ the company. This ratio reflects the investors’ ‘bang for their
buck’ in the widest sense: what do they get in financial and impact benefits for the capital they invested. The
formula and methodology are taken from Chapter 14 in Schoenmaker and Schramade (2023).
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In addition to this integrated ratio, the financial return, positive social impact, negative social impact, positive
environmental impact and negative environmental impact should be presented separately to highlight
positive and negative impacts. Figure 8 shows the integrated return and the individual financial and impact

dimensions for the pharmaceutical company, Pfizer.

Figure 8 - Integrated
return Pfizer
Source: Authors'
own, based on GID
averages

Financial Environmental Positive Negative Integrated
return impact social impact  social impact return
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4. Pilot study results

We conduct a pilot study to assess the working of the Integrated Return Model (IWAF) in practice. As
businesses continue to grapple with the challenges and opportunities posed by sustainability, understanding
the real-world implications of integrated reporting and measurement models becomes increasingly vital.
Therefore, this part explores the implementation of an Integrated Return Model (IWAF) across different public
companies spanning various industries. By selecting firms from disparate fields, we seek to provide insights into
the model's adaptability and relevance across sectors. Impact Institute, operating as a social enterprise, has
chosen to use IWAF for its work. Impact Institute provided the data for the pilot study and validated the results.

How is the integrated return calculated in practice?
To understand how the integrated return model works in real-life scenarios, we focus on three main parts -
identifying key stakeholders, analysing materiality, and calculating integrated returns:

1. Stakeholder Mapping: First, we identify and map key stakeholders for selected companies, understanding
their goals and how companies affect them.

2. Materiality Analysis: Building on stakeholder mapping, we analyse environmental and social factors
important to stakeholders and the companies.

3. Integrated Return Calculation: Finally, we calculate integrated returns. This includes traditional financial
metrics and sustainability performance data, giving a comprehensive view of sustainable value creation in
financial terms.

1 A K
Stakeholder Materiality Integrated return

mapping analysis calculation

Figure 9 - Integrated return calculation process

Scope of the pilot

The following companies are selected from different sectors and regions for performing the pilot study:
» Danone: Food industry, France

» Novozymes: Biotechnology industry, Denmark

» Vinci Construction: Construction industry, France

»  Shell plc: Oil industry, United Kingdom

»  BASF: Chemical products industry, Germany

» ASML: Computer and electronics products industry, the Netherlands

»  Microsoft: Technology industry, United States

»  Pfizer: Pharmaceutical industry, United States
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Steps

For stakeholder mapping and materiality analysis, we rely on the companies’ annual statements and
sustainability reports. To calculate integrated return, we first attempted to leverage the firms' extensive social
and environmental data and incorporate shadow prices from IWAF. However, data availability and scope
varies widely from firm to firm, with many impacts reported in incomparable metrics. This highlights the need
for more standardisation of impact measurement in the field.

To adress the data gaps, we collaborated with Impact Institute to gain more structured data from their Global
Impact Database (GID) and perform informative calculations. GID provides a quantitative estimate of the
average environmental, social, and economic impact per country and sector within the global economy. For
each company in scope, the impact is estimated based on its respective sector and country. For instance, to
assess BASF's impact, we use the chemical products sector in Germany as the basis for calculation.

The impact assessment is based on the environmental and social factors (please see Appendix C. Key
impact categories). GID allows for the measurement of the same set of impacts for all companies and
provides data on the monetised impacts (positive or negative) per euro of revenue. In that way, reported
impacts are comparable across companies. GID uses extended input-output modeling to distinguish direct,
upstream and downstream impacts

for each category.

For all companies the following impacts were in scope:

»  Financial Return: Profit

»  Negative environmental impact: Contribution to climate change, pollution (air, water), use of scarce
water, fossil fuel depletion, use of scarce materials, land use.

» Positive social impacts: Consumer surplus of products and services, well-being effects of employment
and creation of human capital

» Negative social impacts: Child labour, forced labour, workplace health and safety, gender wage gap,
underpayment

We include upstream and downstream items in the value chain. A simple attribution approach is used to
calculate a total result for the company. For direct impact (impact that arises at the company itself) 100% of
the monetised result is used. For value chain impacts, a 50% factor is applied. This is to acknowledge that the
company is only partly responsible for the impact occurring in the value chain as they have less control over
this impact.

For the pilot study, Impact Institute has provided the impact data in value per euro revenue. Relying on the
data from the firms’ annual statements about revenue, the impact data are multiplied accordingly to obtain
annual impact. The financial impact in the form of profit and paid interest are also taken from firms" annual
statements. All calculations were performed for the fiscal year of 2022.

The compilation of large databases requires making assumptions and making choices for reasons of data

coverage, granularity, or quality. The following assumptions and choices are made for the GID data:

1. The Land Use item considers only the use of agricultural land and the effect of this. Therefore, while the
land use impact is in scope for agricultural companies there is no information provided on the use of land
for, for example construction companies such as Vinci Construction.

2. The same is true for water pollution which is only assessed for the use of agricultural land.

3. Since GID captures business to business relationships, the database does not include emissions as a
result of private consumers. For example, a company like Microsoft has business customers and private
consumers in their downstream. The emissions of business customers are included within the scope of
the data however, the emissions from the use of Microsoft products by private consumers are not in
scope. This influences, in particular the Contribution to Climate Change results for companies with a
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large private consumer base.

4. Consumer surplus is calculated as the product of:

a. Final household consumption per country and sector (eur) -> Sum of household consumption, non-
profit institutions serving households, and government final consumption per country and sector.

b. Consumer surplus multiplier (eur/eur)-> The consumer surplus multiplier is calculated as half of the
negative inverse of price elasticity of demand. Price elasticity of demand data is collected per sector
from multiple sources through a literature review process.

c. This approach, which is analytically correct, leads to high amounts of positive social impact, distorting
the other social and environmental impact items.

Results

Summary Results

In Figures 10 and 11 the financial return and the integrated return of each company are illustrated. The
financial return represents the company's profit, while the integrated return incorporates both social (positive
and negative) and environmental (negative) value alongside financial performance. This creates a more
comprehensive view of a company's overall impact.

20% 19% Figure 10 - Financial
return by company
Source: Authors' own
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For example, Shell achieves the highest financial return, approaching 20%. However, their integrated return
is substantially negative, largely due to significant environmental externalities. In contrast, BASF exhibits
minimal profitability but higher integrated returns, attributed to the substantial consumer surplus generated
by their products and services.

Investors can leverage these insights, as well as the underlying data, to make informed decisions that
account for integrated value. For those focused on maximising financial returns while minimising negative
externalities, it is essential to assess the environmental and social impacts relative to financial performance
(Figure 10). For instance, while Shell shows strong financial returns, it comes at a significant environmental
cost. Similarly, Danone might raise concerns for investors prioritising environmental sustainability.

50%
19%
10%
0%
-1% -1% -4% -2%
-11% 4%
-50%
-100%
-150%
-200%
Danone Novozymes Vinci Shell ASML BASF Microsoft Pfizer
B Financial return B Negative environmental impact B Negative social impact

Figure 12 - Financial return compared with negative environmental and social return by company
Source: Authors own
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Company Results

Starting from Danone, the results are presented in Figure 13. Danone is a multinational food and beverage
company specialising in dairy products, bottled water, and specialised nutrition products like infant formula
and medical nutrition. The company'’s integrated return is slightly above 14%. Danone is profitable and has
positive social impact, mostly driven by high consumer surplus. However, Danone also has large negative
environmental impact. Negative environmental impact for Danone arises mostly upstream in the dairy
farming industry which has significant pollution, land use and contribution to climate change impacts. In
2017, Danone started integrating plant-based products into their portfolio. These carry a significantly lower
environmental footprint. A strategic shift towards more plant-based products and away from dairy products
would lower their environmental footprint.

Novozymes is a biotechnology company that focuses on producing industrial enzymes and microorganisms
used in various industries such as agriculture, food and beverages, bioenergy, and pharmaceuticals. They
aim to develop sustainable solutions that improve efficiency and reduce environmental impact in industrial
processes. Figure 14 presents the outcomes for Novozymes, which shows a positive integrated return of

8%, driven by a positive financial return, positive social impact, and a relatively low negative environmental
footprint. It is expected that Novozymes' integrated return may be more positive than reflected in these
results, due to the fact that they not only have a relatively low environmental impact themselves, but their
products and solutions help to reduce emissions and environmental impact for their clients (Schoenmaker
and Schramade, 2023). This positive effect, of reducing emissions for clients operating in the agriculture,
food, transport, and pharmaceutical industries, is not reflected in the data.

Vinci Construction, shows an integrated return of almost 30%. Vinci Construction is a global construction
company and a subsidiary of the Vinci Group. It operates in various sectors, including building and civil
engineering, infrastructure development, and environmental services. The company is doing well financially
as well as has a high positive social impact arising from consumer surplus and from the creation of jobs
(Vinci Construction employs almost 120 000 people and many more work throughout their value chains).
Vinci's negative environmental impact is driven by air pollution, contribution to climate change and fossil fuel
depletion. The majority of these effects occur upstream in the extraction of raw materials and manufacturing
of materials such as steel, concrete and glass. Another significant effect of the Vinci Construction is the land
that is used or transformed by their projects. This effect is out of scope as GID data only considers the use

of agricultural land, leading to the scenario where most likely the firm’s impact in this category is higher,
decreasing the integrated return in consequence.

In Figure 16, the results for Shell plc are presented with substantially negative integrated return of -150%.
The global energy company’s high profitability and high positive social impact (driven by the high consumer
surplus of their goods and services) are overshadowed by significant environmental costs associated with
fossil fuel extraction and processing. As a result the total impact of Shell is largely unfavourable, driven by the
significant environmental burden.
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Figure 13 - Integrated return Danone
Source: Authors' own, based on GID averages
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Figure 15 - Integrated return Vinci Construction

Source: Authors' own, based on GID averages
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Source: Authors' own, based on GID averages
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Figure 16 - Integrated return Shell plc
Source: Authors' own, based on GID averages
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Figure 19 - Integrated return Microsoft
Source: Authors' own, based on GID averages

Figure 20 - Integrated return Pfizer
Source: Authors' own, based on GID averages
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The global chemical company BASF produces a diverse range of products, including plastics, performance
products, and agricultural solutions. As shown in Figure 17, BASF has an integrated return of approximately
25%, primarily driven by a high positive social impact, which is largely offset by negative social and
environmental impacts, as well as very low profitability. The main driver of BASF's negative environmental
impact is air pollution, resulting from its chemical production processes. One omission in the current study
is that while the impact of plastic production is covered in the environmental impact calculations, the
impact of the use and disposal of plastic is not. This is increasingly a threat to ocean, wildlife and human
health. Incorporation of these effects would likely significantly reduce the integrated return. BASF presents
an interesting case where the company appears to deliver significant value to its customers, yet this is not
reflected in its financial returns. To understand the underlying cause—such as potentially high investments
in R&D that may lower profits—further analysis of the company beyond the integrated return is required.
Therefore, the integrated return serves as a useful starting point for deeper investigation.

ASML (figure 18) is a leading semiconductor equipment manufacturer, producing advanced photolithography
machines, which are used in the production of microchips. ASML has an integrated return of almost 5%,
driven by positive financial return and social impact. ASML has relatively low negative impact.

Regarding another technological company, Microsoft, its results are displayed in Figure 19. The firm has

an integrated return of over 20%, with positive social impact leading to this outcome. In particular, it is the
consumer surplus which constitutes the majority of the positive social impact, and it consequence drives the
positive integrated return of the firm. Microsoft's GHG emissions have risen since 2020 mostly due to the
construction of Al infrastructure and data centres. Generative Al, I-cloud services and datacentres are power-
intensive with large energy and water demands and its impact is most likely underestimated. Furthermore,
this environmental impact will continue to scale along with their ambitions in years to come.

Pharmaceutical Company, Pfizer (figure 20) shows an integrated return of over 20%, mostly driven by its

higher profitability and equally high positive social impact. Pfizer produces life-saving medications and
vaccine which explain the significant value to consumers The firm’s negative impact is fairly low.
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Comparing industry averages vs company data calculations

The above analysis made use of sector level data to try to inform an approximation of the integrated value of
specific companies. This approach has benefits, among them that collecting and standardising impact data
for thousands of companies is currently a very labour-intensive process.

The sector level approach also has limitations. The most central one is that many companies operating
within a sector may differ from the average of the sector — for instance because they have practices in

place to manage their negative externalities that are considered frontrunning. In these cases, the sector
estimate may be an over estimation. In addition, many companies have operations that extend over several
standardised sector classifications or geographies. In the analysis, at most two sectors have been selected to
represent a company's operations. This is no doubt a simplification. Finally, impact databases that have been
developed to offer an efficient and quick “top-down” way to identify material impacts across value chains

or in investment portfolios, such as GID, have their own limitations. For example, in terms of granularity or
coverage of activities throughout a value chain. In this pilot, for example, the impact generated by consumers
was not taken into account in the analysis (e.g. the impact of consumers using Microsoft's products are
excluded). Depending on the objective of the assessment, often a hybrid of top-down and bottom-up
assessments is being applied. This requires collecting company-specific data, the availability of which is the
long-term ideal.

Below, we have performed comparison calculations for climate change impact to distinguish the potential
differences between using sector level averages vs. using company's self-reported data from annual
statements and shadow prices.

Example of Microsoft

Distribution of impacts across the value chain

Microsoft reports on their scope 1,2 and 3 GHG emissions. Scope 3 data is also divided over the different
components (supplier or downstream users). GID provides an estimate of this same scope, whilst using
categories like own operations and value chain (upstream and downstream).

Own operations/ | ¢ . it Attributed? Euros
Scope 1 Scope 3

99% (approximately 70%

GID 1% upstream and 28% downstream)

€ 5,876,000,000

97% (over 80% is €1,383,000,000

Microsoft own from upstream (based on
. 1% 2% and less than a reported
porting 15% is emitted 12,988,000 Mtons

downstream) Co2-eqin 2022)2

1A simple attribution approach is used in which the companies direct (or scope 1) emissions are attributed 100% to
the company and value chain (or scope 2 and 3) emissions are attributed 50%.

2Microsoft 2022 Environmental Sustainability Report https://news.microsoft.com/wp-content/uploads/prod/
sites/42/2023/05/2022-Environmental-Sustainability-Report.pdf Scope 2 and 3 CO2eq emissions are

attributed 50%.
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Figure 21 - Integrated return Microsoft
Source: Authors' own, based on GID averages
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Despite slight differences in how emissions are assigned to different categories, for example based on PCAF
scope 1,2 and 3 definitions or the GID value chain definitions, there is significant alignment in the distribution
of Impact across the value chain. In both Microsoft's own reporting and based on GID sector estimates, the
upstream value chain is the area most responsible for GHG emissions. This comes from the production of
the components and inputs that are used by Microsoft. There is also significant impact downstream through
the use of Microsoft computers.

Value chain scope and attribution

The main differences between the GID estimates and Microsoft's own analysis, are in the scope of the
downstream impact being considered. Microsoft focuses on the use and end of life of the products sold.
GID includes the use of products, when they are used by businesses (not consumers, due to data availability
gaps), but also includes a share of the GHG of the company that the products are used by3. For example,

if Microsoft products are used by Shell a small part of Shell's GHG emissions are also incorporated into the
downstream. This explains why the GID estimate for tons of CO2-eq is significantly larger for downstream.
This also partly explains why overall impact is approximately four times larger when calculated with GID than
it is when calculated using the data from Microsoft’s Sustainability Report. As is shown in the figures below,
this has little effect on the overall integrated value of the company*.

Comparability

Differences in scope and data sources make it hard to fully compare the two figures. Results like this show
while sector estimate can differ from company level data significantly, that sector level data can be used as
a tool for companies and investors to identify material impact and where they most likely occur in their
value chains.

21% 22%

Financial
return

19% 20% 19%
15%
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— — 0% J — —
-1% -1% -1% -1%
-5%
-10%
Environmental Positive Negative Integrated Financial Environmental Positive Negative Integrated
impact socialimpact  social impact return return impact socialimpact  social impact return

Figure 22 - Integrated return Microsoft

Source: Authors' own, based on GID averages for all impacts except for
contribution to climate change, and Microsoft 2022 Sustainability Report
for contribution to climate change impact

3An explanation of the value chain attribution approach can be found in chapter 8 of Impact measurement in the financial sector.
Measure what matters, Banking for Impact, June 2022

4The reason the effect on the overall integrated value is limited is that although the GHG impact by GID is 4 times larger, it's still
very small since GHG emissions are only a share of the environmental impact. Using Microsoft’s estimate of the GHG emissions,
which is 4x smaller, environmental impact still represents around 1% (rounded)
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5. Conclusi d
recommendations Part IlI

Integrated returns offer a crucial perspective on a company’s performance by presenting a more balanced
view of the value it generates. One effective way to achieve this is through the Impact Weighted Accounts
Framework (IWAF) methodology. This approach monetarily values social and environmental impacts,
elevating them to the same level as financial profit and making them directly comparable. By adopting this
methodology, IWAF provides an integrated overview of a company’s overall performance, blending traditional
financial metrics with impact-related measures. This comprehensive perspective is particularly valuable

for investors aiming to align their portfolios with both profitability and positive societal impact, enabling

more informed and balanced investment decisions. Additionally, publishing integrated returns enhances
transparency, allowing stakeholders to better understand and evaluate the full scope of a company’s
contributions and externalities.

This holistic approach highlights the importance of showcasing not just the total integrated return but also
the individual financial, social, and environmental components. Presenting these distinct elements helps
investors and stakeholders identify a company'’s strengths and challenges, fostering accountability and
promoting well-informed engagement with corporate strategies.

However, challenges remain, particularly concerning data availability and the complexities involved in
measuring environmental and social impacts. Sector-level data, such as the GID database used in this study,
can provide impact results efficiently and cost-effectively. Yet, sector averages may not accurately reflect an
individual company’s performance and do not enable investors to compare and choose between investment
opportunities within the same sector. Moreover, companies seeking to actively manage their impact will find
it insufficient to track progress using only sector-level data.

Company-level data offers more detailed insights for decision-making, benefiting both investors looking for
companies with differentiated approaches and companies aiming to closely manage their environmental and
social impact. However, obtaining and utilising company-level data to calculate impact returns is currently
complex and resource-intensive, particularly for investors managing large asset portfolios.

Currently, there is a trade-off between efficiency and granularity, and investors must carefully consider which
type of information is most appropriate for their specific decision-making needs. Nonetheless, the new
Corporate Sustainability Reporting Directive (CSRD) brings hope for advancing these practices.

The CSRD aims to standardise sustainability reporting across the European Union, requiring companies

to disclose detailed information on environmental, social, and governance (ESG) aspects. This directive

is designed to increase the availability and comparability of sustainability data, facilitating better insights

for stakeholders and investors. By mandating consistent, company-level reporting, the CSRD ensures that
data on corporate impacts becomes more transparent and accessible. This will help bridge the current gap
between sector-level and granular company-level data, enabling investors to make more informed decisions
and allowing companies to track and improve their sustainability performance more effectively.
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Appendix

Appendix A.
Description of Impact Methodologies

This appendix describes the nine impact methodologies that are reviewed in Section 2 of this report.
A. Typology of sustainable investments - Busch et al.

Typology separates impact-aligned and impact-generating investments from ESG-related investments. They
propose four dimensions of sustainable investment and suggest that impact-related investments aim to
transform industries or markets, while ESG-related investments focus on investment management strategies.

Typology of sustainable investments - Busch et al.

Typology's main goal is to enable greater separation of impact-aligned investments
and impact-generating investments. The investments can be classified to one of 4
categories:

. N ESG-screened investments
Clarity of objectives

ESG-monitored investments
Impact-aligned investments

Impact-generating investments

There is a clear methodology on how to classify the investments, yet it does not use very
specific metrics to measure each particular investment. It serves more as a foundation

Metrics standardisation for future research and debates in the field of impact investing by practitioners,
policymakers, and academics, and as a prevention tool for impact washing as the term
sustainable investments, sustainability and ESG are often diluted.

Due to placing the investments into one of four categories, it enables first-order

Clemypeieisily comparison what type of investment it is and how it is related to the other ones.

Monetisation presence There's no clear methodology on how to put impact in monetary terms.

Methodology transparency The methodology is clear and understandable.

It aims to assess the company’s investments/individual project as a whole and classify to
one of the categories. However, it only focuses on the area of impact investing and does
not say anything about negative impacts and how it would influence the classification in
case a firm has more negative impact than positive.

Completeness

Relatively useful in the transition process, high value in positioning the investment.

It highlights the issue of impact washing and the importance of distinguishing and
positioning investment based on the initial motives. Could be more used as the
guidance, especially in more portfolio management, seeing where current investments
are positioned and which characteristics need to be changed to move from one level to
another.

Usefulness in the transition process

Relatively useful, but more in terms of laying foundation, could be more used as
Usefulness in decision-making the preliminary step helping in positioning the investment and the narrowing of the
proposed investments to a few depending on the incentive.
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B. COMPASS - Global Impact Investing Network

COMPASS is a methodology for rigorous, consistent, and comparable analysis of investments’ social and
environmental impact. It produces three standardized figures to illustrate impact scale, pace, and efficiency,
enables comparability of impact results, and positions impact relative to social and environmental issues.

COMPASS - Global Impact Investing Network

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Very clear objectives, very structured methodology:

COMPASS is the methodology developed by Global Impact Investing Network and aims
to lay a groundwork that would facilitate strict, consistent and comparable assessment
of investments’ social and environmental results. The other goal is advancing the
benchmarks development, ratings and other analytic tools.

The methodology:

helps investors to understand their contribution towards impact

provides three standardised analytic figures - scale, pace and efficiency of an
investments' impact within a given impact theme

places the investment's context in the performance analysis and thus allows for
accounting for nuances of particular impact story

facilitates replicability of analysis, therefore, enabling various comparison of
impact results

puts impact results of a particular investment relative to the change needed to
positively tackle social or environmental issue

COMPASS provides three analytic figures for any given normalised outcome, each of
which aims to illustrate different angles of impact performance:

To understand the scale of 34,000 metric tons of GHG
Scale ’

impact results sequestered

To understand the change 18% increase in the volume of GHG
Pace . } .

that has occurred sequestration since the prior year

To understand the efficiency 4,100 metric tons of GHG
Efficiency with which your investment sequestered per USD 100,000

has created impact invested

To assure standardised information, metrics should be collected and communicated in
a consistent manner, using coherent categories, calculations, units, time periods, and
assumptions. The analysis of impact metrics should be aligned with available, generally
accepted resources measuring and optimising impact such as the IRIS+ system and the
Impact Management Project’s Dimensions of Impact (Who, What, How Much, Risk and
Contribution).

IRIS+ Core Metrics Sets is a standardised set of measures of performance indicators
and in their methodology, they aim to include scale, depth, duration and volatility,
encompassing positive/negative and intended/unintended consequences of a specific
investment.

By using a measurement system, such as IRIS+, and applying relevant rigorous
assumptions, you will arrive at a series of investee-level outcomes backed by several
layers of evidence.

It only allows comparison if investments are evaluated based on the one particular
impact eg. when comparing impact of CO2 emissions. The comparison of investment
into company as a whole with different operations and from different industries is not
possible yet.

It does not clearly monetize the values, yet put a numerical value to ease the
comparability etc.:

As one of the steps, it is necessary to normalise impact results, meaning to
mathematically adjust values determined on different scales to achieve comparable data.
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Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

COMPASS - Global Impact Investing Network

The methodology is very clear and structured. GIIN provides the whole document
with step-by-step methodology, its objectives and goals, examples and instruction for
investors as well as incorporates and places it within already existing methods.

Relatively low. The methodology assesses only one particular aspect of the company's/
project impact such as people gaining access to clean water or offsetted CO2 emissions.
It does not fully specify how it should be processed when there is both positive and
negative impacts, even within one category.

Highly useful

Ultimately, by making impact information credible, accessible, and comparable, the
GIIN expects to see more capital to flow toward impact and, even more critically,
more impact to result from each dollar of capital invested, exponentially amplifying the
collective social and environmental results of the investment community.

COMPASS is intended to facilitate assessment of impact performance for asset owners
and asset managers.

Through that, the methodology helps to comprehend the effectiveness of a specific
investment or strategy in terms of accomplishment of impact objectives and
management of impact risk. These evaluations should be complemented by the financial
analysis, such as risk and return, liquidity, and resourcing to achieve an all-encompassing
picture of investment performance.

Thus, COMPASS provides one significant input to support the complete evaluation of
social and environmental change.

C. Theory of Change - Triodos Investment Management

The Theory of Change is a framework consisting of five steps to help investors turn their impact goals
into real results. The steps involve starting with the mission, identifying the need for change and vision for
solutions, setting impact objectives, defining activities, and monitoring and reporting impact through both
quantitative and qualitative measures.

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Theory of Change - Triodos Investment Management

Very clear. A coherent, consistent practice of high-quality impact measurement

and management must be implemented at the core of all organisations seeking to
understand and improve their effects on people and planet. Effective measurement
and management of impact data is essential if investors are to know whether they are
actually achieving the impact they seek.

The output of a ToC process is not necessarily a tangible product since the added value
comes from the process itself and the resulting conversations. However, a ToC process
can result in a graphical depiction and/or impact narrative of the impact pathways
identified throughout the process. Such a ToC narrative can be a useful starting point.

As it mostly serves as a guiding framework, at this point the comparison of companies/
investments is not easily possible.

Not available, it depends on what is discussed during the whole process. Serves more as
a guide work and starting point, or like overarching framework:

Using a ToC as an ex-ante planning tool can facilitate critical reflections on ‘what

needs to change’ before doing it and can therefore allow for a project to be planned
and designed towards impact. Further, as a monitoring and evaluation tool, it can help
to adapt activities where needed to assure they are still aiding to reach the desired
outcomes. As an ex-post assessment tool, it allows you to trace back which activities led
to which outcomes in the change process.

During the ToC process all these elements are unpacked and underlying assumptions
about how change happens are made explicit. Often assumptions underlie the logic of
going from activities through outputs and outcomes to impact. Making this explicit helps
to understand and make clear for yourself why and how you expect the output from an
activity to work in support of the outcome and impact.
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Theory of Change - Triodos Investment Management

There is possibility of completeness, however as it serves more as overarching

Compiencss framework, specific steps are dependent on the flow of discussion and decision made.

ToC is a central tenet to creating societal impact. The purpose of the ToC process is
to allow people to think about what must change before doing it. It can be seen as a
general steppingstone to impact related work with a multitude of potential use cases,
such as writing impact narratives, impact sections in grant applications, monitoring
progress or evaluation. Although it is good to realise a ToC does not provide a specific
implementation plan but rather a direction; think compass, not map.

Usefulness in the transition process

The Theory of Change framework is a five-step model that streamlines the processes
for investors to translate their impact intentions into real impact results. A major benefit
comes from making different views and assumptions about the change process explicit,
especially seemingly obvious ones. Within multi-stakeholder projects there may be
different perspectives or even different realities regarding what the desired change

is, why it is desired and how it could and should happen. A shared ToC process can
facilitate bringing these differences to the surface and develop a sense for what drives
different stakeholders and their understanding of the problem. This process can be quite
confrontational, especially if done in an organisation or team, but can contribute to a
more shared understanding of a project’s purpose and strategic choices.

Usefulness in decision-making

D. Total Impact Measurement & Management (TIMM) — PwC

The TIMM framework includes four quadrants: social impact, environmental impact, tax impact, and
economic impact. By measuring these impacts, businesses can understand the balance between positive and
negative effects.

Total Impact Measurement & Management (TIMM) - PwC

When you think about the demands on business today, to meet the needs of customers,
regulators, employees, suppliers, governments, shareholders and communities, a new
approach is required to identify and assess the implications of choices made. TIMM gives
greater insight of how your business creates (and destroys) value and is designed to help
you make more informed and better decisions as it takes into consideration a broad
range of impacts to give you a much more complete and total picture.

Clarity of objectives

Health =9ucation  Empowerment

Community
Livelihoods @ @ ehosion
P, 1l GHGs and other
R @ air emissions
Profits @ Water pollution
Investment Waste
Metrics standardisation @
2 Land use

Intangibles .E w @ Water use
5
-

D,
Environmental
(%) taxes

e(}0“0“"‘ IC "np acf

Profit
taxes
People ! Property
taxes Production  taxes
taxes
Source: PwC © 2013. PricewaterhouseCoopers LLP. All rights reserved.

TIMM draws upon a wide range of methodologies and tools. Some of them are well
established, while others are developing quickly.
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Comparability
Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making
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Total Impact Measurement & Management (TIMM) - PwC

Due to quantifying and including all necessary categories of impact, the general
comparison of companies/investments is possible.

There is presence of monetisation:

By moving beyond more traditional measures of inputs and outputs to quantify and
monetise outcomes and impacts, TIMM simplifies complex interdependencies by
converting these into a language the boardroom is familiar with — money.

Allis clearly explained, with the methodology explained step-by-step and
practical examples.

The model focuses on the whole impact generated by a specific business, and aims to
provide more complete and total picture. It also considers both value creation
and destruction.

TIMM framework believes that this offers a robust starting point to evaluate decisions
and to judge performance.

But new languages are not learnt overnight.

Even though many businesses can foresee the benefits of the total impact approach,
we believe that the approach may have even greater relevance and potential than some
business leaders currently recognise, especially given the changing business context.

At present, however, there is a significant execution gap, with more CEOs seeing the
potential benefits of the total impact approach than are actually using and reporting
these measures. This suggests that the demand for TIMM information has outpaced the
ability of businesses to supply the data.

The ability to assign a monetary value to both individual and aggregate business impact
is crucial here. It means that like-forlike assessments and comparisons can be made
for the first time across a comprehensive range of impacts, providing a much stronger
bedrock for decision making.

TIMM provides a holistic view of how business delivers value through

»  the value chain and communities they operate within

»  their contribution to the economy and public finances

»  their impact on the environment and wider society.

In this way, TIMM provides a comprehensive assessment of how businesses generate

and, potentially, destroy value for shareholders and for the diverse other stakeholders
who are relevant to the business.

More than 90% of the CEOs believe that measuring total impact would help their
businesses to identify and manage their risks more effectively. Further, more than 80%
believe it would provide more insights than conventional financial reporting and help
them to identify new business opportunities.



E. Impact Statement - Value Balancing Alliance

The Value Balancing Alliance methodology uses a monetary metric to measure the impact of business
models, considering the local context of the activity and the weighting of sustainability aspects.

Impact Statement - Value Balancing Alliance

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

The Value Balancing Alliance methodology employs a monetary metric to tangibly
discern the impact of business models, place it in the local context of the activity,

understand the significance and weighting of individual sustainability aspects and,

ultimately, better integrate them into corporate management.

It encourages to apply the consistent set of methodologies, yet doesn't specify one
method that could be applied across all impacts, but creates guidance to a couple of
approaches that could be used depending on the characteristics of the particular aspect
of the impact.

Three groups of approaches can be applied to estimate the impact of externalities on
society: stated preference, revealed preference and cost-based approaches.

Basically, it gathers already existing approaches that could be used in this context as well:

the objective is to describe the overarching approach underlying impact valuation.
Setting out the overarching approach is needed because economics theory
encompasses a combination of approaches that are heterogeneous in terms of
boundaries, objectives and methodologies. They also represent different schools
of thought. Therefore, it is necessary to document a set of principles that are
homogeneously applied in the valuation methodologies for each individual impact
category.

Interestingly, it highlights an important aspect:

When developing an approach to valuing an impact, a study on the value in a specific

country, region, socioeconomic group or demographic group may be available. When
this is the case, it may still be possible to use this data as a starting point, and to adjust
the values reported in such studies to make them applicable in other contexts.

The comparison is only possible on the particular sustainability aspect. There is no clear
description how all factors could be aggregated and therefore compared.

The assignment of a monetary value to these impacts allows for an understanding of
the scale of the consequences of more traditional measurement and reporting. It also
enables a direct comparison of different impact areas.

Helps increase transparency towards external stakeholders, especially in relation to
organisations’ performance. It can also assist in identifying and quantifying trade-offs
that have previously been ignored or difficult to assess, thereby enabling more explicit
and inclusive communication with stakeholders.

Includes motivations behind the methodology, step-by-step guides etc.

In its description, the methodology aims to tangibly discern the impact of business
models and understand the significance and weighting of individual sustainability
aspects. However, it does not specify yet on how all aspects could be aggregated to
show the complete impact.

Helps investors to put capital in innovation and development of new products based
on the societal value that they create, thereby providing insights into impacts beyond
financial profits.

Encourages to add to and seek compatibility with existing and emerging frameworks
and where possible refer to existing frameworks/initiatives, rather than create own
definitions.

E.g. for principles relating to natural capital assessment see Natural Capital Protocol. For
measurements of impact drivers, link to OEF/PEF.

Crucially, seek to bridge sustainability and financial performance perspectives.
Aims for scalability and practical feasibility.

Helps in decision-making, as results can easily be integrated into existing business
decision making processes. Furthermore, the results can be linked to investment
decisions. For many financial and investor audiences, the monetary valuation approach
seeks to express the complex impact of different investments in financial terms that they
can understand. As such, it can support decision-making. As the financial system has
relied exclusively on financial value considerations for decisions about capital allocation
— with increasingly devastating social and environmental consequences — monetary
valuation marks an opportunity for institutions to integrate impact value into their
existing decision-making processes.
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F. Impact Multiple of Money - The Rise Fund & The Bridgespan Group

IMM is used in impact investing to measure the social or environmental impact of an investment. It is
calculated by dividing the total value of the social or environmental impact created by an investment by the

amount of capital invested.

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

Impact Multiple of Money - The Rise Fund & The Bridgespan group

The method aims to equal the impact underwriting with financial underwriting. The main
purpose is to estimate the impact before the investment is made and as a consequence
assign each invested dollar value to social and environmental good.

IMM uses social science research to estimate a company's potential for impact before
making an investment. We call this approach evidence-based impact investing.

There is no one way and metrics to choose from, it advises to find evidence-base
sources depending on the goal and expected outcomes:

Look for a solid study which robustly turns those outcomes into economic means.

To find the right studly, it is necessary to check whether it systematically evaluates
previous research results, whether it encompasses people living in similar contexts and
income level, the recency and frequency of citation.

The comparison would be very difficult as methodology encourages to choose a study
to base the value on. Therefore, if different studies would be applied or the chosen study
is not known, the comparison might be distorted.

IMM produces one metric for the expression of impact: for each dollar invested, how
many dollars of benefit will the company generate for society or the planet? In short, it
aims to put real impact in impact investing.

The last step “Calculate social return on every dollar spent” can differ for businesses and
investors.

One of the method can be dividing the estimated value of a social or environmental
benefit and dividing it by the total investment

e.g. investment of 25 million to launch a collection of inexpensive eyewear in
developing countries, estimated of social benefits is 200 million, therefore it is 8
dollars in social value for every dollar invested => IMM = 8X

First of all, the firm needs to define which products, services or projects concern the
effort. After this, the 6-step method can be performed.

6-step methodology with clear questions and guidance, formulas for adjusting risk,

estimating terminal value and social return on very dollar spent available.

It focuses on the particular investment and how much impact was generated by each
dollar invested. It does not consider business perspective. It seems it only focuses on the
positive generating-impact investments.

It is a model that Rise and Bridgespan seek to share with other investors and businesses,
a commitment that led Rise to launch a new entity to foster research and aggregate
studies needed to inform impact-investment decisions. In a world where more and more
CEOs talk about profit and purpose, the IMM offers a rigorous methodology to advance
the art of allocating capital to achieve social benefit.

One of the biggest advantages of IMM is that it facilitates direct comparisons between
different investment opportunities.

It's important, however, to realise that the number is not a precise multiple, like a
traded stock’s price-earnings multiple. For all the rigor that may lie behind a given IMM
calculation, it is possible that some other analyst will rely on a different, equally valid
anchor study that leads to a quite different number.

Treat the IMM as a directional measure instead.
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G. Impact Weighted Accounts - Impact Economy Foundation

The Impact-Weighted Accounts (IWA) framework is a method that aims to quantify a company's
environmental and social impact in financial terms by assigning monetary values to positive and

negative impacts.

Impact Weighted Accounts - Impact Economy Foundation

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

Impact-Weighted Accounts supplement traditional financial accounts with positive and
negative impacts on stakeholders such as employees, customers, the environment and
the broader society through quantitative and valued accounts.

The organisation shall include impact contribution categories associated with all impact
categories contained in the Standardised List of Impact Categories in its IP&L Statement.

The methodology applies one set of metrics and methodology to all impact categories.
It also provides aggregated score, therefore the comparison of different companies/
investments regardless of the characteristics and industry is possible. Additionally it is
possible to distinguish and compare both positive and negative impacts.

The Impact-Weighted Accounts Framework (IWAF) specifically uses monetary valuation
for comparability.

Encourages defining monetisation factors and putting monetary value on impact.

IWAs value impacts consistently (i.e. monetarily) to make different dimensions
comparable by using the same units.

Very clear and understandable steps, the whole guide with each stage defined, its
objectives and goals, and step-by-step methodology, very detailed.

The process is transparent and relies on highly rigorous scientific research, methods and
databases, which alleviates many people’s concerns that some experts will decide on
what’s good or bad for all organisations.

High completeness. It captures all companies’ impacts, both positive and negative. It
highlights the importance of presenting the outcome as one number, the integrated
return as well as the elements that lead to this score, helping to distinguish true impact
of the business.

Very useful

The uptake of compiling and publishing IWAs is a key step in the transformation of
our economy into an impact economy: a sustainable economy that creates value for
everyone.

Stakeholders can use it to make informed integrated decisions.

IWAs helps investors to understand long-term value creation for all stakeholders of the

reporting organisation, and provides insight into the long-term financial viability of the
organisation.
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H. Social Return on Investment (SROI) - Social Value UK

SROI evaluates the social impact of an investment by comparing the costs of the investment to the social
benefits it generates. It can be calculated by dividing the total social benefits of an investment by the total

investment cost.

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

Social Return on Investment (SROI) - Social Value UK

SROI measures change in ways that are relevant to the people or organisations that
experience or contribute to it. It tells the story of how change is being created by
measuring social, environmental and economic outcomes and uses monetary values to
represent them.

This enables a ratio of benefits to costs to be calculated. For example, a ratio of 3:1
indicates that an investment of £1 delivers £3 of social value.

There is no one clear way which metrics should be used. It serves more as a tool, yet
which metrics should be considered depends on the case and its assumptions and/or
characteristics.

Some of the most critical challenges are difficulties in finding proxies for monetizing
social value that cannot be directly measured. When proxies hold a substantial degree of
uncertainty, it throws the whole method into question.

Several researchers have observed that some types of social value are cumbersome to
measure on a monetized scale such as a general increase in the quality of life, or lives
saved.

The comparison might be distorted as there is no clear guidance how the proxies
for companies/investments’ evaluation should be chosen on. Therefore, if one same
evidence is chosen, it is possible to compare, yet the bigger picture is very much limited.

SROI can help you identify and quantify the positive and negative effects of your
activities, as well as the trade-offs and risks involved.

There is a degree of subjectivity as SROI analysts have to apply their own discretion when
they measure and evaluate the effects.

Putting a financial value on conditions that do not have a monetary value can be
controversial and highly subjective.

SROI can help you identify and quantify the positive and negative effects of company’s
activities. It does not really assess the firm as a whole.

One of the main disadvantages of SROI is that it can be complex and time-consuming
to apply. It requires a lot of data collection, analysis, and validation, as well as a clear
understanding of the theory of change and the impact pathways of your work. SROI
also involves some subjective and ethical judgments, such as how to value outcomes,
how to attribute impact, and how to discount future benefits. These judgments can vary
depending on the perspective and preferences of different stakeholders, and can affect
the reliability and credibility of the results.

By using a common currency of value, such as dollars or euros, SROI can also help you
compare and communicate your impact across different contexts and sectors.

However it is also difficult to compare SROIs between organisations, especially in
different industries, unless the calculation method is similar and consistent. In a guideline
to SROI, Lingane and Olsen (2004) state that “differences in outcomes measured,
measurement methods, and data sets used can significantly affect the SROI calculation
and, if not standardised, could result in comparisons that are of

little value”.
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I. The Impact Frontier - Impact Frontiers

It helps investors to identify the portfolio with the highest possible impact for a given level of financial return
or the highest possible financial return for a given level of impact. The concept is similar to the traditional
finance concept of the efficient frontier.

The Impact Frontier - Impact Frontiers

Clarity of objectives

Metrics standardisation

Comparability

Monetisation presence

Methodology transparency

Completeness

Usefulness in the transition process

Usefulness in decision-making

It extends the two-dimensional frontier of financial risk and return to include a third
dimension of performance: impact. A portfolio is on the ‘efficient impact frontier’ if it
offers the greatest possible level of impact for a given amount of risk-adjusted financial
return. This concept helps investors relate investment-level decision-making to
portfolio-level impact and financial goals, in order to construct portfolios that optimise
both impact and financial performance.

It places investment based on impact and risk-adjusted return.

The Efficient
Impact Frontier

Risk-adjusted financial return

Risk-adjusted impact return

4
2
Deploy any Validate,
-
here
. . . .
.
. .
. .
1 3
Exit/ Avoid Invest as much
as possible

Risk-adjusted impact return

One possible integrated
investment strategy

Risk-adjusted financial return

The comparison is only possible on the first-order level, meaning it helps to classify the
companies/investments, however the exact comparison or minor differences, which
often important, might not be easily visible or missed.

It does not provide the outcome in monetary terms. It serves more as a tool which can
give a direction towards which investments are worth taking (helps investors think about
the impact and financial performance of their investments in an integrated way, and
relate investment-level decision-making to their portfolio-level impact and financial
goals).

It does not give specific steps on how to calculate impact or financial return, or similarly
how to adjust it for return.

It serves more as a guidance.

It mostly helps to place them against each other and how well they score on impact and
financial performance in genal terms. The method does not specify how the impact-
adjusted return should be calculated. Therefore, relatively low completeness.

Can be useful:

The efficient impact frontier helps investors make informed decisions about how to
allocate their capital to achieve

their social and environmental goals while still generating

financial returns.

Relatively helpful

A portfolio is on the ‘efficient impact frontier’ if it offers the greatest possible level of
impact for a given amount of risk-adjusted financial return. This concept helps investors
relate investment-level decision-making to portfolio-level impact and financial goals, in
order to construct portfolios that optimise both impact and financial performance.
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Appendix B.
Global Impact Database (GID)

The Global Impact Database (GID) of the Impact Institute is a powerful tool that quantifies and monetizes the
environmental, social, and economic impacts of activities across global industries, companies, and countries.
Using input-output analysis (IOA), GID assesses how economic actions spread through interconnected
sectors, capturing both direct and indirect effects. It converts diverse impact data into standardized and
comparable monetary units through impact and monetization factors. Rooted in frameworks like the
Integrated Reporting (IR) Framework and the Universal Declaration of Human Rights, GID ensures high

data quality through rigorous validation and cleaning processes. While GID excels in providing detailed
retrospective impact insights, it does not forecast future trends or capture intellectual capital impacts due to
data limitations. It has evolved through multiple versions to enhance accuracy and scope. GID is invaluable
for financial institutions, corporations, and tech companies, aiding in portfolio impact measurement, supplier
assessments, and integration into sustainability platforms. By offering a quantitative basis for evaluating
economic activities' cumulative impacts, GID supports informed decision-making towards sustainability.

For more information on GID: www.impactinstitute.com

;\:’_w
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Appendix C.
Key Impact Categories

N N

Negative social impacts

Positive social impacts

Child labour

Gender wage gap

Underpayment

Forced labour

Workplace health and
safety

Consumer surplus of

products and services,

Well-being effects of
employment

Creation of human capital

Child labour is work that deprives children of their childhood,
their potential and their dignity, and is harmful to physical and
mental development. Whether participation of children in work is
deemed child labour depends on age, nature of the work and the
work relation, as specified by international institutions such as ILO
(1999) and UNICEF (2014).

Lower pay for equivalent work between men and women
constitutes the gender wage gap.

Underpayment occurs when the actual wages of employees over
standard working hours, including financial wages and some forms
of in-kind compensation, lie below the legal minimum wage or
below a decent living wage. Underpayment in the value chain

can also include underpayment of child labourers and forced
labourers. It excludes underpaid overtime, which is included under
‘Excessive and underpaid overtime'.

Forced labour concerns all physical and psychological damage
from work or service that is claimed under threat of punishment
and for which the person concerned has not volunteered. Forced
labour includes practices such as the use of compulsory prison
labour by private business entities, debt bondage, indentured
servitude, and human trafficking.

Impact on workers' health and safety at work: the extent to
which working in the value chain negatively affects the safety and
overall health status of the workers. The term health, in relation
to work, indicates not merely the incidence of disease or infirmity,
but also includes the physical and mental elements affecting
health, which are directly related to safety and hygiene at work
(ISO 2010, Goedkoop et al., 2018). Safety is understood as the
extent to which working under defined conditions reduces safety
of employees. This includes fatal and non-fatal incidents, the
application of prevention measures and management practices
and the incidence of occupational diseases.

Economic welfare gained from consumption of goods and
services by end users.

Besides a source of income, employment is also a source of well-
being for people. Surveys show consistently that there is a small
but significant difference between people that are unemployed
and people that have work, even after controlling for the income
received.

Creation of Human Capital (e.g., new competences through
training and on-the-job learning) is a positive impact for
employees (as they have higher earning potential reflected in
higher salaries) and company and investors (as the trained worker
contributes more to future earnings of the company) (FIS Beta,
2019). The stakeholder group ‘employees’ typically only considers
employees of the organisation in scope. Employees of value chain
partners are typically part of the stakeholder group ‘government,
local communities, and others.’
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Negative environmental
impacts

Contribution to climate
change

Air pollution

Use of scarce water

Water pollution

Land use

Fossil fuel depletion

Use of scarce materials

Negative contribution to climate change from emissions of
greenhouse gases (carbon dioxide, methane, nitrous oxide and
other). Emissions of greenhouse gases increase their atmospheric
concentration (ppb), which increases the radiative forcing capacity
and consequently increases the global mean temperature.
Ultimately this results in damage to human health — e.g. increased
risk of diseases, and ecosystems (Huijbregts et al., 2016).

Impacts caused by emissions to air other than climate change,
namely ozone layer depletion, acidification, photochemical
oxidant formation, particulate matter formation, terrestrial

and aquatic ecotoxicity and human toxicity, as defined in LCA
methodologies (European Commission, 2012, Huijbregts et al.,
2016).

Water usage impact concerns the use of water in such a way that
the water is evaporated, incorporated into products, transferred

to other watersheds or disposed into the sea (Falkenmark et al.
2004). Water that is used as such is not available anymore in the
watershed of origin for humans nor for ecosystems (Huijbregts et
al. 2016). Scarcity of water depends on the watershed of origin and
the geographical context.

Water pollution is the emissions to water contributing to
eutrophication of marine and freshwater bodies. Eutrophication
occurs due to the runoff and discharge of nutrients, for example
from leaching of plant nutrients, into soil, marine and freshwater
bodies and the subsequent rise in nutrient levels, i.e. phosphorus
and nitrogen (Huijbregts et al. 2016). Rising nutrient levels affect
water quality and transparency and damage ecological systems.

Land occupation impact is the decreased availability of land for
purposes other than the current one, through land occupancy.
Land occupation displaces habitats and ecosystems and therefore
leads to biodiversity loss and loss of ecosystem services. (Groot et
al., 2012).

Fossil fuel depletion is the primary extraction of fossil fuels linked
to fuel use, energy use and energy required to produce other
inputs. Extraction of crude oil, hard coal or natural gas bears
external societal costs because the stock of these materials is
reduced for present and future generations. In this methodology,
fossil fuel depletion is considered separately from the depletion of
other non-renewable materials.

Use of scarce material is the primary extraction of scarce, non-
renewable resources besides fossil fuels, such as minerals. These
are external societal costs because the stock of these materials is
reduced for present and future generations. Fossil fuel depletion is
excluded from this impact and calculated separately.

Rotterdam School of Management — Erasmus Platform for Sustainable Value Creation | Impact Institute | 41



Bibliography

»

»

»

»

»

»

»

»

»

»

»

»

»

2022 Environmental Sustainability Report (n.d.).
Microsoft. Retrieved from news.microsoft.com
Bass, R., Hand, D., McCarthy, K., Sunderji, S. &
Nova, N. (May, 2021). COMPASS: Methodology
for Comparing and Assessing Impact. Investor
Guide. Global Impact Investing Network
Banking for Impact. (June 2022). Impact
measurement in the financial sector. Measure
what matters. Retrieved from
www.bankingforimpact.org

Busch, T., Bruce-Clark, P., Derwall, J., Eccles,
R., Hebb, T., Hoepner, A, Klein, C., Krueger, P.,
Paetzold, F., Scholtens, B. & Weber, O. (2021).
Impact investments: A call for (re)orientation. SN
Business & Economics, 1(2). Retrieved from
www.doi.org

Calculating the value of impact investing.
(November 30, 2020). Harvard Business Review.
Retrieved from www.hbr.org

Impact management for sustainable business
strategy. (n.d.). PwC. Retrieved from
WWW.pWC.com

Inditex Group. (n.d.). Inditex Group Annual
report 2022. Inditex. Retrieved from
www.inditex.com

Introduction to the efficient impact frontier
(July 18, 2022). Impact Frontiers. Retrieved from
www.impactfrontiers.org

Schoenmaker, Dirk & Schramade, Willem. (June
4,2023). Corporate Finance for Long-Term
Value. Springer, 2023., Available at SSRN:
Www.ssrn.com or dx.doi.org

Theory of change: Steering tool for effective
impact investing (n.d.). Triodos Investment
Management. Retrieved from
www.triodos-im.com

The impact-weighted accounts framework.
(May 8, 2024). Impact Economy Foundation.
Retrieved from
www.impacteconomyfoundation.org

The SROI Network. (January, 2021). A Guide

to Social Return on Investment. Social Value
International.

Value Balancing Alliance. (February, 2021).
Methodology Impact Statement: General Paper.
Value Balancing Alliance.

42 | Rotterdam School of Management — Erasmus Platform for Sustainable Value Creation | Impact Institute

Rotterdam School of Management — Erasmus Platform for Sustainable Value Creation | Impact Institute | 43


https://news.microsoft.com/wp-content/uploads/prod/sites/42/2023/05/2022-Environmental-Sustainability-Report.pdf
https://bankingforimpact.org/
http://www.doi.org
http://www.hbr.org
https://www.pwc.com/gx/en/services/sustainability/impact-management-for-sustainable-business.html
http://www.inditex.com
https://impactfrontiers.org/
http://www.ssrn.com
http://dx.doi.org/10.2139/ssrn.4468886
https://www.triodos-im.com/knowledge-centre/theory-of-change
http://www.impacteconomyfoundation.org

Rotterdam School of Management

Erasmus University

Bayle Building / Recruitment & Admissions Office
Burgemeester Oudlaan 50

3062 PA Rotterdam

The Netherlands

rsm.nl/customs

© 2025 Rotterdam School of Management, Erasmus University (RSM). The information in this publication
is correct as of 2025, but RSM reserves the right to make changes affecting policies, fees, curricula, or
any other matter announced in this publication without further notice. No part of this publication may be

reproduced, stored in a retrieval system, or transmitted in any form by any means, electronic, mechanical,

photocopying, recording or otherwise without written permission from RSM

250319 - kriskras.nl


https://www.rsm.nl/executive-education/executive-master-customs-and-supply-chain-compliance/overview/

