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MEASUREMENT 
Understanding Your Triple Bottom Line

Module 5



Table of Contents 

Introduction to Module 5: MEASUREMENT 3                                                                     

The Triple Bottom Line 4                                                                                                     

Economic Measurement 5                                                                                                

Financial Statements 5                                                                                                       

Balance Sheet 6                                                                                                                  

Income Statement  7                                                                                                          

Statement of Owner’s Equity  8                                                                                         

Statement of Cash Flows 8                                                                                                

Financial Projections 10                                                                                                      

Exercise 1: Year One Cash Flow Budget 11                                                                     

Measuring & Communicating Impact 12                                                                        

A Quick Note on SROI 13                                                                                                   

Theory of Change 14                                                                                                          

Exercise 2: Theory of Change  17                                                                                      

Evaluation Process 18                                                                                                        

Establish Your Purpose 19                                                                                                   

Evaluation Questions 20                                                                                                     

Exercise 3: Your Evaluation Questions 22                                                                          

Data Collection Methods 23                                                                                             

Measurement vs. Evaluation 24                                                                                        

Pulling it All Together 25                                                                                                     

Page  , BOOST Academy                      Copyright 20142                                                              



Introduction to Module 5: 
MEASUREMENT 

In this fifth module of BOOST Academy we will learn about how to measure and 

evaluate all three legs of your triple bottom line. This encompasses the financial or 

economic results, as well as the social and environmental monitoring and 

evaluation. 

As with the business model planning process where validation and seeking 

continual feedback from customers and beneficiaries is needed, the same is true 

in developing your theory of how social or environmental impact is achieved. 

Assumptions about how social and environmental impact is achieved are similarly 

validated through continual measurement, evaluation and adaptation of the 

model.  

Both the Business Model Canvas and the Theory of Change are iterative tools that 

can be used to make better decisions for your social enterprise in order to create 

greater financial success and social impact. 

By the end of this week's material, you will have drafted: 

Your Financial Assumptions  

Your start-up Cashflow Forecast 

Your Theory of Change 

Page  , BOOST Academy                      Copyright 20143                                                              



The Triple Bottom Line 
The ‘Triple Bottom Line’ is a term that refers to the idea in social entrepreneurship of 

managing not just the financial (or economic) bottom line, but also the social and 

environmental bottom lines when accounting for and measuring performance.  

‘Triple Bottom Line’ is a term that was first coined by John Elkington, founder of 

SustainAbility and co-author of The Power of Unreasonable People. The goal was to 

encourage governments, businesses and nonprofits to look at their performance in 

light of environmental and social impacts in addition to the traditional economic 

indicators. By taking into account these three pillars of sustainability, organizations 

of all types have adopted various ways of integrating a Triple Bottom Line 

perspective in their performance measurement and reporting. 

Here’s a good visual to summarize the Triple Bottom Line: 

As you might have guessed, while the concept makes sense, the challenge with 

Triple Bottom Line accounting is effectively measuring each of the three pillars. 

There are a variety of tools and frameworks that have been developed (and are 

still in development) in attempt to meet this need for a holistic view of 

organizational performance, one that is above and beyond economic measures. 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Economic Measurement 
Measuring the economic bottom line means to mange (measure and report) on 

the finances of your social enterprise. 

We have many well-articulated tools and methods for measuring ventures’ 

financial, or economic bottom line, through traditional bookkeeping and 

accounting methods.  

It should be noted as a social entrepreneur, to not discount the value of these 

existing financial measurement tools. They are very much still vital for assessing 

social enterprise performance. After all, in order for a social enterprise to continue 

delivering meaningful social impact it needs to be financially sustainable (whether 

funds come from one or a diversified pool of resources such as grants, donations 

and commercial activities). 

Financial planning and analysis can be overwhelming but getting comfortable 

with just a few basic concepts will go a long way in helping you succeed with your 

social enterprise. 

Financial Statements 

There are four main types of financial statements that would be prepared by your 

accountant on at least an annual basis, and should be monitored by the 

management or leadership team on a monthly or quarterly basis. If you are not 

familiar working with financial statements, don’t worry about fully understanding 

the examples below. Instead, use them as an introduction to start getting familiar 

with these concepts. As a leader it is important that you understand what is being 

shown by the financial statements, but is certainly ok to rely on an accountant to 

prepare them and answer clarifying questions. 

The most important financial statements to monitor on a continual basis are the 

income statement and the cash flow statement. The income statement allows you 

to evaluate profitability over a period of time, which could be in years, months, 

weeks, or days.  The cash flow statement is used to ensure there is sufficient working 

capital (cash and credit availability) to meet day to day operational expenditures. 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Balance Sheet 

As you can see below, the balance sheet consists of two sides where Total Assets 
are always equal to the sum of Total Liabilities and Owner’s Equity.  

Simply put, assets are those items that have a financial value; they can be sold 

and exchanged for cash. This is not to say that you would want to sell them, 

because they are often the key resources needed for your social enterprise to be 

successful. 

Liabilities represent what the social enterprise owes to others, whether it be salaries 

earned but still owed to staff, or long term bank loans were money is owed back to 

the bank within a certain time frame. 

Owner’s equity represents money that has been injected into the project by the 

owners/founders/shareholders. 

Balance Sheet  
As At December 31, 2013

Assets Liabilities

Cash $900 Loans payable $5,000

Accounts receivable $1,800 Accounts payable $1,000

Land $10,000 Salaries payable $1,500

Prepaid insurance $300 Unearned revenues $500

Total Assets $13,000 Total Liabilities $8,000

Owner’s Equity

P. Smith, capital $5,000

Total Assets $13,000 Total Liabilities & 
Owner’s Equity

$13,000
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Income Statement  

The income statement looks at the total revenue brought into the social enterprise 

and deducts total expenses from that to arrive at Net Income over a given period 

of time. It is important to keep track of both your revenues and expenses in order 

to make sure you are at least breaking even, or hopefully generating excess cash 

on a regular basis.  

It goes without saying that should 

expenses exceed revenues for a 

long period of time, there will be 

issues keeping the doors open. This 

situation would require what is 

called “funding losses” where 

negative net income needs to be 

covered by additional funds from 

outside sources (like founder/owner 

savings, or bank loans and credit).  

Keep in mind social enterprise 

“revenues” could include 

donations, grants and other 

philanthropic sources of funding to 

supplement revenue earned from 

commercial activities. 
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Income Statement 
For the year ended December 31, 2013

Revenues

Product sales $150,000

Cost of goods sold ($87,000)

Gross Profit $63,000

Operating Expenses

Advertising ($2,000)

Salaries ($50,000)

Rent and utilities ($5,000)

Total Operating Expenses ($57,000)

Other Expenses

Interest Expense ($1,000)

Tax Expense ($2,000)

Total Other Expenses ($3,000)

Net Income $3,000



Statement of Owner’s Equity  

This financial statement simply keeps track of the owners’ financial contribution to 

the company over time. It fluctuates as net income is distributed to owners when 

there are positive earnings (dividends) or when owners need to add more money 

into the company to “fund losses” where there are losses (negative net income). 

Generally, in social enterprise and social business, owners do not receive dividends 

because as a rule, all extra earnings are better used to be re-invested into the 

social enterprise. Muhammad Yunus calls this a non-loss, non-dividend social 

business. 

Statement of Cash Flows 

This financial statement summarizes the flow of cash through a company over a 

certain period of time. The reason this is important is because the other three 

financial statements use what is called ‘non-cash’ accounting, which means that 

some of the calculations do not correspond directly with how cash moves through 

the company bank accounts. Confusing yes, but this is how the system has been 

established! 

Since real cash (or short-term credit like credits cards or a line of credit) from the 

bank account is what is needed to pay the bills on a day-to-day basis, in Exercise 

1, you have the opportunity to practice using a 12 month cash flow statement that 

will help you plan out monthly cash flow as you start up the social enterprise. 

The example on the next page shows a month end Statement of Cash Flows. 
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Statement of Owner’s Equity  
As at December 31, 2013

Owner’s Equity, January 1, 2013 $2,000

Add: Net Income $3,000

Owner’s Equity, December 31, 2013 $5,000
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Cash Flow Statement 
For the month ended December 31, 2013

Operating Activities

Cash collected from customers $10,000

Cash paid for rent ($1,000)

Cash paid to employees ($1,500)

Cash paid for utilities ($500)

Cashflow from operating activities $7,000

Investing Activities

Purchase of equipment ($5,000)

Purchase of securities ($500)

Sale of securities $1,000

Cash low from investing activities ($4,500)

Financing Activities

Issuance of stock $100,000

Increase of loans payable $20,000

Repurchase of treasury stock ($1,000)

Cash flow from financing activities $119,000

Total cash flow $121,500

Beginning cash 0

Ending cash $121,500



Financial Projections 

Now that you have some brief background on what goes into the main financial 

statements you can start thinking about making financial plans and projections 

that will help you manage the financial aspects of your social enterprise as you’re 

starting out.   

When making forward-looking financial projections, which are called proforma 

statements, it is important to always outline the financial assumptions that inform 

the projections.  This could also be referred to as making your budgets that explain 

what you predict will happen financially as you start up your social enterprise. 

Here’s an example of outlining your financial assumptions. If you estimate serving 

20 customers in the first month of operations (a number that would influence your 

cash flow in Exercise 1) be sure that this estimate can be backed up in a logical 

way based on what you already know about your market and your customers. 

Likewise, when showing financial projections to others be sure to let them know 

what assumptions were made when estimating variables (such as the projected 

number of customers in each month like in this example). 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Exercise 1: Year One Cash Flow Budget 

All you need to do is input estimates (that make sense based on your assumptions) 

into each of the green cells of the spreadsheet. The rest of the cells have been 

protected so that the correct formulas stay in place as you are using the template. 

If you are comfortable with Excel and would like to adjust formulas, you can 

remove the spreadsheet protection by choosing “Protection” in the “Tools” menu 

in Excel. 

Keep in mind that ideally you want to achieve positive monthly Net Cash Flow as 

soon as possible. Even better is to achieve positive Cumulative Cash Flow. This 

means to say that not only is your cash flow positive every month, but it would 

indicate that the social enterprise has earned back the initial cash investment used 

to get things started. 
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Exercise 1:  

Year One Cash Flow 

Budget

On the Module 4 course page in your 

BOOST member's area, you’ll find an Excel 

spreadsheet that contains a template you 

can use to see a monthly view of one year 

of operational cash flow.   

All of the formulas are done for you!  



Measuring & 
Communicating Impact 

Since the results of a social enterprise cannot be fully articulated with just financial 

analysis alone, the tools discussed in the rest of this module make up the rest of the 

Triple Bottom Line monitoring. 

It can be easy to bypass this step but as mentioned earlier, it is so crucial to think 

about measuring and evaluating your social impact. This is because you need to 

ensure the actions you take are actually resulting in the social and/or 

environmental impact you seek to achieve.  

Furthermore, monitoring and evaluating your activities and impact will confirm if 

you are spending your valuable resources in the most effective and efficient way 

possible to generate the results you seek.  
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If you do not measure results, you cannot tell success from failure 

If you cannot see success, you cannot reward it 

If you cannot reward success, you are probably rewarding failure 

If you cannot see success, you cannot learn from it 

If you cannot recognize failure, you cannot correct it 

If you can demonstrate results, you can win public support  

From David Osborne & Ted Gaebler from Reinventing Government: How 

the Entrepreneurial Spirit is Transforming the Public Sector



A Quick Note on SROI 

In addition to what we discuss in this module, you’ll still encounter a variety of other 

tools in practice that each have their own benefit for measuring the Triple Bottom 

Line. Remember that you are the designer and innovator of your initiative so try not 

to feel like there is only one solution or tool that needs to be implemented in order 

to measure your true Triple Bottom Line impact. Realistically, you will need to mix 

and match these tools at your disposal in the way that makes the most sense for 

your initiative. 

One tool that attempts to account for financial, social and environmental impact 

in a single format is SROI - or Social Return on Investment. This system was 

pioneered by Roberts Enterprise Development Fund and modelled after the 

traditional financial analysis calculation of Return on Investment (ROI). By adding in 

metrics to account for the social and environmental impact in monetary terms, it 

takes total impact returned as a result of a project and divides it by the total 

money invested.  

As you can imagine, this is a somewhat controversial way to look at impact 

because impact is not easily translated into dollar amounts. However, there is a 

growing field of practitioners who are building standardized measurement 

frameworks for the very purpose of translating social and environmental impact 

into dollar amounts so they can be accounted for in a Social Return on Investment 

calculation. 

For more information, visit SROI Canada.  
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http://www.sroi-canada.ca/methodology/calculator.html


Theory of Change 

Theory of Change is a framework that is commonly used in the social sector to 

describe: What is the the change you want to create in the world, and how will 

you get there? 

Here are a few other ways to understand the concept of Theory of Change: 

“An articulation of the results an organization must achieve to be 
successful, and how it, working alone or with others, will achieve them.” 

- Matthew Forti, Bridgespan Group 

“A framework that is used as a tool to communicate theories, ideas, 
assumptions, and thoughts about the depth of impact” 

- Acumen 

A Theory of Change is made up of four main components, INPUTS, OUTPUTS, 

OUTCOMES, IMPACT, with the articulation of ASSUMPTIONS at each stage of model. 
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IMPACT 

ASSUMPTIONS 

ASSUMPTIONS 

ASSUMPTIONS 
SOCIAL 
IMPACT 

YOU! 



INPUTS 
What are the building blocks, or activities performed, of the service or product that 

you provide? 

OUTPUTS 
How is your product or service being consumed at the household or consumer 

level? These should be articulated in measurable metrics such as how many 

households you reach in a certain period of time. 

OUTCOMES 
What are the immediate (short-term) results that are generated from the outputs  

above? 

IMPACT 
What are the long-term results that can be attributed to the use of your product or 

service? This impact should follow logically from the sequence of above 

components when all assumptions are taken into account. 

You can begin formulating your Theory of Change beginning from the inputs and 

activities that you do every day. Or, it might be more effective to work backwards 

through the framework, as suggested by Marc Epstein and Kristi Yuthas in their 

book, Measuring and Improving Social Impacts. 

Start by articulating the broad social impact goals of your social enterprise.  

From there, ask yourself, “What are the outcomes 

that need to be seen in the target population that 

would lead to this long-term social impact goal?” 

Next, what deliverables need to be reached in 

order to effect the changes (outcomes) above?   

Finally, what are the key actions you or the 

organization needs to take in order to create those 

outputs above? 
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“If you don’t know 

where you are going, 

you might wind up 

someplace else.” 

  - Yogi Berra



A crucial element of the Theory of Change is taking a deep look at the 

assumptions that are inherent at each stage of the model. These assumptions 

need to be true in order for the results at the next level to be logically realized. 

D.Light Example 

Articulating and handling 

assumptions at every stage of 

the Theory of Change is key to 

formulating a model that will 

deliver the social impact 

changes you seek. To the right is 

a 20 minute video prepared by 

Acumen outlining an example 

of a Theory of Change using 

the well-known social 

enterprise, D.Light. 

You can think of your Theory of Change much in the same way as understanding 

your customer and beneficiary as in the work we did earlier in the course. Along 

each stage of the Theory of Change, ask yourself how activities at that stage will 

effect your customer or beneficiary’s life from their point of view and their 

experience. 

Theory of Change Pitfalls 

This article in the Stanford Social Innovation Review points out six common pitfalls 

organizations make when developing their Theory of Change. These are worth 

noting as you go through the process of developing your Theory of Change. To 

summarize, they are: 

Confusing accountability with hope 

Creating a mirror instead of a target 

Failing to take the external context into account 

Not confirming the plausibility of your theory 

Creating a theory that isn’t measurable 
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http://www.ssireview.org/blog/entry/six_theory_of_change_pitfalls_to_avoid
http://youtu.be/FIQlKLLD3rY


Assuming you’ve figured it 

all out 

Exercise 2: Theory of Change  

INPUTS (activities) 

ASSUMPTIONS required to be true to result in outputs below: 

OUTPUTS (measurable metrics) 

ASSUMPTIONS required to be true to result in outcomes below: 

OUTCOMES (short term impact) 

ASSUMPTIONS required to be true to result in impact below: 

IMPACT (long term impact) 
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Exercise 2:  

Theory of Change 

Instructions: 
Below, describe each stage of your Theory of 

Change model. Remember to include the 

assumptions at each stage that need to stay 

true for your model to generate long-term 

impact. As you learn more over time, revise this 

Theory of Change to reflect your learnings.



Evaluation Process
The Evaluation Process is a method that guides the process of monitoring and 

evaluating the social or environmental impact of a project. There is a huge 

amount of research in this area and many professionals who dedicate their lives to 

the evaluation practice.  

In fact, undertaking a rigorous evaluation for your social enterprise will require hiring 

outside expertise to do the job right. In this way it’s similar to financial accounting 

where you are supported by a bookkeeper and accountant, but having a high-

level understanding of the process is still an important responsibility for you as a 

leader. 

As you can see from the diagram below, the Evaluation Process is an iterative 

process where future focus and emphasis is informed from past results and 

discoveries. We already spoke about the first step in the process - Developing a 

Logic Model/Theory of Change. (Note: to some these two terms have slightly 

different meanings but for our purposes they are one in the same.) 

Evaluation Process framework from A Practical Guide for Engaging Stakeholders in Developing 
Evaluation Questions, 2009 (Page 8) By Hallie Preskill and Nathalie Jones. 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Establish Your Purpose 

Once the Theory of Change has been established, it is time to begin designing the 

evaluation in question. In order to begin, it is first necessary to articulate the 

purpose and goals of the evaluation because there are several motivations for 

undertaking an evaluation study. 

Motivations include: 

Relevance - Does the initiative address the needs of the target population? 

Validity of design - Is the Theory of Change logical and coherent? 

Process implementation - Is the initiative being implemented as planned? 

Outcomes - What are the outcomes of the initiative? 

Causality - Did the initiative cause the observed results? 

Unanticipated results - What were some unexpected results of the initiative? 

Sustainability - Are or will the results be sustained after the project ends? 

Alternative strategies - are there other possible ways of addressing the 

problem? 

Efficiency - what are the results of the initiative vs. the costs?  
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Ask yourself the following: 

Who are the key decision makers and stakeholders who will benefit from 

this evaluation work? 

What kind of information are they looking for? 

How will they use the results of the evaluation work? 

What evaluation questions can I ask that will analyze how well the 

initiative is meeting it’s original objectives? 

What assumptions or stages in the Theory of Change need validation or 

more information to support? 

(Possible evaluation motivations and key questions above adapted from Professor Martin Burt) 

Evaluation Questions 

The next step in the evaluation process is designing how the data will be collected, 

and forming the best evaluation questions to gather the specific information you 

are seeking. The answers to these questions should correspond to your original 

motivations for conducting the evaluation.  
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Evaluation questions must be: 
Specific 

Concrete 

Clear 

Formulated to gather meaningful information 

Realistic 

Relevant 

Answerable given available research techniques 

And have answers that: 
Can relate to observable indicators 

Can relate to a benchmark equating to success 

Fit within a certain time-frame 

Essentially, you can think of your evaluation questions like goals and follow the 

same acronym for setting effective goals: 

SMART - Specific, Measurable, Action-oriented, Realistic and Time-sensitive. 

You want to formulate evaluation questions in such a way that they relate back to 

specific metrics from your Theory of Change.  

For example, Epstein and Yuthas suggest the following possible measurable metrics 

relating to the areas of community and health: 

Community – 
Perceptions of safety and security, Crime Rate,  

Number of Community Meetings attended, etc. 

Health –  
Number of school days missed due to illness,  

number of smokers, weight of newborns, etc 
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Exercise 3: Your Evaluation Questions 

The main purpose (or motivation) of my evaluation is: 

Metrics from my Theory of Change that could be useful in the evaluation are: 

SMART Questions that I would like the evaluation to answer are: 
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Exercise 3:  

Your Evaluation 
Questions 



Data Collection Methods 

The next step in the Evaluation Process is to start collecting data as it relates to the 

chosen evaluation questions. 

!  

There are several data collection techniques but here is a listing of the main ones: 

Tracking activities  
Review meeting minutes 
Conduct focus groups 
Conduct open interviews 
Conduct surveys (or structured interviews) 
Observation 
Field Visits 

Again, you need to design a measurement and evaluation process that makes 

sense for your initiative and your goals. Feel free to mix and match from the above 

data collection methods to design a data collection approach that makes the 

most sense for your social enterprise’s requirements. 
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Measurement vs. Evaluation 

Now that the data has been collected, there are two distinct ways to analyze it. 

!  

Measurement is an ongoing process of collecting specific data and tracking 

records over a period of time. This act of ongoing measurement of your data is 

used to compare planned versus achieved results over time. It helps you observe 

trends and manage day to day activities and decision making. 

Evaluation is the process of evaluating 

your data based on a “snapshot” in 

time. It takes periodic measurements of 

data collected and analyzes results to 

make an interpretation of the impact 

achieved. It provides a broad, big-

picture view that helps inform future 

programming and longer-term strategic 

decision making. 
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“What gets measured, 

gets managed.” 

  - Peter Drucker



Pulling it All Together 

The Theory of Change informs an evaluation focus depending on the needs of the 

stakeholders and the components of the Theory of Change that were most 

uncertain, or needed more data to support it. At this stage it is time to take your 

learnings from the evaluation and develop recommendations and action plans to 

improve your social initiative going forward. 

Remember that each of the steps of the evaluation process should be informed by 

and serve to reinforce the Theory of Change, which is really a “living” model. As 

more data is collected, a greater understanding of the complexities of your social 

change work will emerge. This learning should continue to be used to inform 

management’s strategic decisions, resulting in ever-improving and refining your 

social enterprise’s ability to deliver meaningful social impact in a long-term, 

sustainable way. 
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