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Bad Practice: Impact Washed “Integrated P/L” Statement –
a Case Study – this should not be the result of the IFVI/VBA 
methodology
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Bad Practice: Impact Washed “Integrated P/L Statement”

BAD PRACTICE: IMPACT WASHED “INTEGRATED P/L” STATEMENT – A CASE STUDY

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

Source: Table 2: Example IP&L Statement from the Framework for Impact Statements of the Impact Institute 2019; * The final total of the table lacks 15,000,000 that are not presented anywhere in the table. 

CASE STUDY FOR AN IMPACT WASHED IP/L STATEMENT – OFF BY 32%!

COMPANY AND INVESTORS, EMPLOYEES AND SUPPLIERS

> Most positions are ultimately part of the revenue of a firm, impacting the P/L and 
balance sheet, while “washing” (mixing) P/L and balance sheet elements 

CLIENTS

> No auditor would approve a financial statement that includes the revenues, profits, or 
value to the firms’ tier 1-n customers (consumer surplus). Using them in the company 
IP/L statement is just an attempt to impact wash one’s own results 

HUMAN CAPITAL

> Human capital impacts represent estimates of future revenues without accounting for 
the related negatives. Furthermore, negative positions for the government and the 
competition to provide human capital to the company “for free” are not shown 

GOVERNMENT, LOCAL COMMUNITIES, AND OTHERS

> The only position that should be counted for Societal Earnings are the income taxes, 
adjusted by subsidies that are also not included in the statement. The other positions 
presented in the column mix various positions that should not be mixed

BENEFICIARIES OF NATURE

> Mixes environmental, social and economic impacts; however, only a presentation issue

TOTAL INCL. A MYSTERY POSITION

> As a result, the total position is completely overstated! The correct total – free from 
impact washing – should be 88,100,000 and not 101,100,000 (when ignoring the 
mystery position) – an error of 15% or even 32% when including the mystery position

KEY ISSUES AND IMPACT WASHING CASES

Company and 

Investors

Employees Clients Suppliers Government, 

local 

communities 

and others

Beneficiaries of 

nature

Total

Financial 10,000,000 15,000,000 -100,000,000 40,000,000 20,000,000 0 -15,000,000

Payments from clients -100,000,000 -100,000,000

Payments to suppliers 40,000,000 40,000,000

Employee salaries (and related taxes) 15,000,000 10,000,000 25,000,000

Interest payments 5,000,000 5,000,000

Income tax paid 10,000,000 10,000,000

Net profit/loss 20,000,000 20,000,000

Cost of capital -15,000,000 -15,000,000

Manufactured 0 0 150,000,000 -35,000,000 0 0 115,000,000

Client value of products and services 150,000,000 150,000,000

Value of the goods delivered by suppliers -35,000,000 -35,000,000

Intellectual 2,000,000 0 0 0 0 0 2,000,000

Development of immaterial assets and technology 2,000,000 2,000,000

Human 2,000,000 3,500,000 0 1,000,000 2,500,000 0 9,000,000

Creation of human capital 2,000,000 5,000,000 1,000,000 3,000,000 11,000,000

Well-being effects of employment 4,000,000 2,000,000 6,000,000

Workplace health and safety incidents -500,000 -500,000 -1,000,000

Opportunity cost of labour -5,000,000 -2,000,000 -7,000,000

Social 1,000,000 0 0 0 -4,500,000 0 -3,500,000

Change in brand value and customer loyalty 1,000,000 1,000,000

Child labour (in the value chain) -1,000,000 -1,000,000

Forced labour (in the alue chain) -500,000 -500,000

Underpayment (in the value chain) -3,000,000 -3,000,000

Natural 0 0 0 0 0 -6,400,000 -6,400,000

Use of scarce materials -500,000 -500,000

Use of scarce water -400,000 -400,000

Water pollution -1,000,000 -1,000,000

Fossil fuel depletion -400,000 -400,000

Contribution to climate change -2,500,000 -2,500,000

Land use and transformation -600,000 -600,000

Air pollution -1,000,000 -1,000,000

Mystery position* 15,000,000

TOTAL 15,000,000 18,500,000 50,000,000 6,000,000 18,000,000 -6,400,000 116,100,000

https://www.impactinstitute.com/framework-for-impact-statements/
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Bad Practice: Impact Washed “Integrated P/L Statement”

BAD PRACTICE: IMPACT WASHED “INTEGRATED P/L” STATEMENT – A CASE STUDY

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

1) See next slide for the same case study data used for our model

CASE STUDY FOR AN IMPACT WASHED IP/L STATEMENT: A SOCIETAL EARNINGS MARGIN OFF BY 19%-points SE MARGIN

Other’s 
Societal 
Earnings 
Margin:

+16 %

vs.
PI’s 

Societal 
Earnings
Margin:

-3 %1

SOCIETAL VALUE – LIKE REVENUE

> The overall contribution of a company to soci-
ety at large is completely overstated: no one 
would judge a firm’s success only on revenues 

> It mixes absolute and influenced impacts and 
deliberately impact-washes the results to 
make them look good

SOCIETAL EARNINGS – LIKE PROFIT

> Such concepts typically ignore the socio-
political contribution of a company

> They do not consider subsidies received and 
neglect the fact that externalities are typically 
granted by governments and not private 
individuals who have benefited from 
generating the externalities through their 
salaries, wages, or dividends

SOCIETAL EARNINGS MARGIN

> As a result, the Societal Earnings Margin could 
be impact washed to +16% whilst the impact 
washing free SE Margin would be -3%1

> Instead of being “net positive”, the company 
should be called “net negative”

KEY ISSUES
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Positive Impacts® Societal P/L Statement Case Study
(Impact Washing Free)
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Positive Impacts® Societal P/L Assessment Case Study1

POSITIVE IMPACTS® SOCIETAL P/L STATEMENT CASE STUDY (IMPACT WASHING FREE)

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

1) Using most of the same data as presented in the Bad Practice Case Study of slides 3 and 4, while estimating subsidies; 2) Defined as Societal Earnings divided by revenue.

SOCIETAL VALUE (SV) – MIRROR FOR REVENUE SOCIETAL EARNINGS (SE) – AS A MIRROR FOR EBITDA SE MARGIN1

Case 
Study’s 
Societal 
Earnings 
Margin2:

-3 %
vs.

Case 
Study’s 

Operating 
Margin:

20 %

SOCIETAL VALUE

> Measures the overall contribution of a 
company to society at large

> The Case Study creates a positive societal 
value of 88 mn € as the revenue is larger than 
the monetized externalities 

SOCIETAL EARNINGS

> However, the Societal Earnings of the Case 
Study, measuring the socio-political 
contribution, are negative by 13 mn € as the 
taxes (net) are smaller than the monetized 
externalities

> Thus, the Case Study company was net 
negative regarding its sustainability impact

> Most of the impacts are social impacts, 
followed by climate and nature-related 
impacts

SOCIETAL EARNINGS MARGIN

> Builds a ratio of the Societal Earnings to the 
revenue, acting as a KPI to benchmark a 
company against peers

KEY TAKEAWAYS

Externalities

Climate

Water

Nature

Health

Social

https://positive-impacts.com/publications/
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Our constructive feedback to the IFVI/VBA: General 
Methodology 1
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Things to consider1 to avoid impact washing (I/IV)

OUR CONSTRUCTIVE FEEDBACK TO THE IFVI/VBA: GENERAL METHODOLOGY 1

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

1) Numbers in the titles and in brackets () refer to chapters and paragraphs in the General Methodology 1 paper. 

RECOMMENDATIONS OF POSITIVE IMPACTS®2. PURPOSE AND APPLICATIONS OF THE METHODOLOGY

> (17) Considering the level of inherent impact washing, the methodology to 
date does not meet its own ambition to enhance decision-making by 
entities and investors related to the sustainability performance of an entity

> One of the key reasons for this is that the definition of sustainability 
performance is detached from the sustainability definition (18). Thereby, it 
also does not meet its objective of improving the lives of affected 
stakeholders (19) and will lead to presentations of impacts in a manner that 
are slanted in favor of positive impacts (21)

https://ifvi.org/impact-accounting-methodology/
https://ifvi.org/impact-accounting-methodology/
https://positive-impacts.com/publications/
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Things to consider1 to avoid impact washing (II/IV)

OUR CONSTRUCTIVE FEEDBACK TO THE IFVI/VBA: GENERAL METHODOLOGY 1
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1) Numbers in the titles and in brackets () refer to chapters and paragraphs in the General Methodology 1 paper; 2) Defined as societal earnings divided by revenues. This was changed compared to our report, as the societal value KPI can 
also be negative and as it relates to an indicator known by everyone, even the end consumer (the price of the product). 

3. QUALITATIVE CHARACTERISTICS OF IMPACT INFORMATION RECOMMENDATIONS OF POSITIVE IMPACTS®

> The methodology does not adhere to its principles of neutrality (31-32) as it 
uses influenced positive impacts to impact wash negative impacts in the 
presentation of impact information

> No company would include in their financial statements the consumer 
surplus, the downstream revenues, use the downstream profits to justify 
their own losses or include the revenues of a subsidiary but not their losses

> Instead, consider mirroring revenue and profits from a societal perspective 
by using Societal Value as the overall net impact on society to mirror 
revenues and Societal Earnings as the overall net socioeconomic impact on 
society, enabling decision-useful benchmarks with the SE Margin2:

https://ifvi.org/impact-accounting-methodology/
https://ifvi.org/impact-accounting-methodology/
https://positive-impacts.com/publications/
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Things to consider1 to avoid impact washing (III/IV)

OUR CONSTRUCTIVE FEEDBACK TO THE IFVI/VBA: GENERAL METHODOLOGY 1

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

1) Numbers in the titles and in brackets () refer to chapters and paragraphs in the General Methodology 1 paper. 

4. FUNDAMENTAL CONCEPTS OF IMPACT ACCOUNTING RECOMMENDATIONS OF POSITIVE IMPACTS®

> (46) Impacts can also be absolute, influenced, or marginal compared to a 
reference scenario

> (63) It is quite common to present upstream and downstream as the same, 
namely “indirect” impacts, while upstream impacts are the entity’s 
decision. In contrast, downstream impacts are the decisions of the 
customers/consumers. The IFVA should require preparers to report all
material impacts linked to revenues (from upstream and own operations). 
Downstream impacts are insightful but should always be presented 
separately as influenced emissions. This impact coloring typically goes hand 
in hand with impact washing by adding positive impacts without including 
their related negative impacts

> (70-71) The current text leads to the mixing of absolute and influenced 
impacts: While every impact tied to spend can directly be allocated to the 
organization that makes the purchase decision, downstream impacts are 
always at least the decision of one more entity/person, usually the decision 
of multiple actors. No one considers including customers’ surplus or profits 
in one’s financial statements to wash away the losses. The IFVA should 
instead account for this issue by demanding a separate presentation of 
downstream impacts along with using the revenue share approach as the 
standard, with the option to explain the extent of influence in a range (from-
to) as a supplementary information 

https://ifvi.org/impact-accounting-methodology/
https://ifvi.org/impact-accounting-methodology/
https://positive-impacts.com/publications/
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Things to consider1 to avoid impact washing (IV/IV)

OUR CONSTRUCTIVE FEEDBACK TO THE IFVI/VBA: GENERAL METHODOLOGY 1
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1) Numbers in the titles and in brackets () refer to chapters and paragraphs in the General Methodology 1 paper. 

5. IMPACT MATERIALITY AND THE PREPARATION OF IMPACT ACCOUNTS RECOMMENDATIONS OF POSITIVE IMPACTS®

> (75) Perception-based monetary valuation is useful for assessing impacts 
within a category in most circumstances (e.g., 1 fatality vs. 1 occupational 
injury). In addition, in certain circumstances, they can support the 
assessment of the relative importance of impacts between impact 
categories (such as climate, water, subsidies and health). Positive Impacts® 
will shortly release more on how this can be the case. Stay tuned

> (81) Just because one stakeholder group is affected does not make an 
impact material, as it says nothing about the magnitude of the impact and 
its legitimacy. Stakeholders can even mislead on purpose to justify the 
impact washing of a statement

https://ifvi.org/impact-accounting-methodology/
https://ifvi.org/impact-accounting-methodology/
https://positive-impacts.us1.list-manage.com/subscribe?u=7fd4f1e597ca4adf4805de309&id=065a21154e
https://positive-impacts.com/publications/
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Appendix: Approach comparison of Positive Impacts® 
vs. VBA vs. Harvard & issues of current GHG accounting 
standards
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What others say about our approach

APPENDIX: APPROACH COMPARISON OF POSITIVE IMPACTS® VS. VBA VS. HARVARD

© 2023 positive impacts (PI) GmbH. All rights reserved. Document classification: PI public information

1) Tagesspiegel Background Sustainable Finance from 10. November 2022, own translation

PAPER SERIES PRESS COVERAGE (GERMAN)

> PART 1, PART 3

> PART 1 , PART 3 (SPOTIFY#30)

> PART 1, PART 2, PART 3 (see right)

> PART 1, (02/2022),PART 3 (04/2022)

The renown Tagesspiegel Background Sustainable Finance compares the PI approach to the 
one from Harvard and of the VBA:

“Positive Impacts has developed a similar concept to the one of […] Harvard's, and the Value 
Balancing Alliance, an industry alliance, that is also working on it. They all convert emissions 
and other environmental impacts of corporate activities into monetary amounts and compare 
these with certain payments made by companies, such as taxes or salaries.  

There are several ways in which companies can be made to look more positive or more 
negative, i.e., more beneficial or more detrimental to the common good: Which factors are 
considered positive or negative and what price tag is put on environmental damage, such as a 
ton of CO2, are such set screws.

Salaries or taxes as a positive effect? […] 

In the Positive Impacts methodology, there is a ‘societal value’ and a ‘societal gain/loss.’ The 
external effects are offset against sales in the case of the former, and against taxes paid in the 
case of the latter – after all, only these are used to finance services for the general public, 
whereas salaries flow into private accounts.

The Value Balancing Alliance […] gives its backers a method that makes them look good: […] 
its methodology […] considers profits, interest payments and depreciation in addition to 
salaries and taxes.”1

Harvard Business School's approach, which is continued by the International Foundation for 
Value Impacts (IFVI), also uses amongst others earnings and interest payments.

TAGESSPIEGEL BACKGROUND COMPARES HARVARD, VBA AND POSITIVE IMPACTS APPROACH

PART 3:

https://www.handelsblatt.com/downloads/28217788/2/hb-business-briefing-investments_04_22.pdf
https://www.handelsblatt.com/downloads/28743192/2/hb-business-briefing-investments_10_22.pdf
https://www.boersen-zeitung.de/kapitalmaerkte/studie-zeigt-hohen-einfluss-von-esg-3f576ae6-c492-11ec-8053-79480a4c7969
https://open.spotify.com/show/5OoarDfuT4wL3ZIETlvpMO
https://background.tagesspiegel.de/sustainable-finance/nachhaltigkeitsstrategie-steigert-finanzleistungen
https://background.tagesspiegel.de/sustainable-finance/nur-eine-firma-setzt-auf-doppelte-wesentlichkeit
https://background.tagesspiegel.de/sustainable-finance/umweltfolgen-in-geldbetraegen-ausdruecken?utm_medium=email&utm_source=bgsf+vorschau
https://www.forum-csr.net/News/17701/Habeck-Superstar.html
https://www.forum-csr.net/News/18254/Zeit-die-Stimme-zu-erheben-und-endlich-zu-handeln.html
https://positive-impacts.com/de/publications/
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Current ESG accounting mix absolute & influenced impacts

APPENDIX: ISSUES OF CURRENT GHG ACCOUNTING STANDARDS
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1) Employee commuting; 2) Scope 1 emissions of a lessor (e.g., for a leased car)

GHG PROTOCOL
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RECOMMENDATIONS

> Separately report cradle-to-gate 
emissions that cannot be linked to 
your revenues (employee 
commuting)

> Separately report downstream 
emissions with by using the 
revenue share approach that can 
be complemented with an 
explanation of the level of 
influence

> Apply a step-wise approach to 
improve data quality, e.g., when 
assessing scope 3 emissions: start 
with a spend-based/average data 
analysis to identify hotspots and 
ensure completeness and then 
complement the data with 
supplier-specific data

https://positive-impacts.com/publications/
https://ghgprotocol.org/
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MARTIN G. VIEHÖVER

Your Contact

This document is made by positive impacts (PI) GmbH. The name positive impacts®, PI, the logo and the icon are a registered trademark of positive impacts (PI) GmbH. The information contained herein is of a general nature and is not 
intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or 
that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation. 
All rights reserved. Printed in Germany.
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T +49 174 303 94 96

martin@positive-impacts.com

Click to book a 
meeting with the CEO 

https://outlook.office365.com/owa/calendar/positiveimpactsPIGmbH@positive-impacts.com/bookings/s/HjrxXCO4V0CosIO8QyGP2A2
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