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ESSENTIAL EXERCISE #5: 

Set Your Targets



Financial Evaluation 

Now that you have plugged your top ideas into the Evaluation Matrix, you have an 

idea of which ideas rank high based on the criteria that is important to you. This 

ranking should reflect each idea’s strength as it relates to your capacity, goals, 

constraints, and targets measured in your criteria. 

Now you can use what we call a ‘Back of the Envelope’ calculation to evaluate 

which of your top ranked ideas have the greatest financial potential.   

A Back of the Envelope calculation is a quick calculation that can be done within a 

half an hour with limited information. The goal is not to spend lots of your valuable time 

searching for exact costs and projections, but to make an educated guess on the 

rough potential for financial gain for each idea.  

The purpose of doing this exercise early on with your top few ideas is to save your time 

down the road. You could run with an idea right through to the end of the planning 

stages to finally realize that it is not financial viable. 

For the Back of the Envelope you will determine all the major startup costs, possible 

revenues, and then work through a break-even analysis to make sure the business will 

start generating enough money to sustain itself before the startup money runs out.   

All of the calculations and assumptions in a back of the envelope exercise may seem 

overwhelming at first but keep in mind - really the purpose is to dream big and get an 

idea of not only if an idea is feasible and how you would execute it, but also of the 

overall financial and social potential of an idea! 
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Step 1 - Getting started 

What major upfront costs (fixed costs) are required to start this initiative? (FC) 

What are your variable costs per unit sold? (VC) 

What is the potential revenue you could earn per client (the sale price)? (RPC) 

Step 2 - How many units do you have to sell to ‘break-even’? 

The term break-even describes how many units of product or service you have to sell 

to cover your basic costs. Before you reach break-even, the initiative will be costing 

your organization money (i.e. the income generated will not cover the cost of doing 

business).  

At break-even, the revenues are equal to the costs. Additional units sold after your 

break-even number has been achieved should result in net revenue (in other words 

money, extra money that can go towards funding your programs!)   

Break-even = FC / (RPC - VC) 
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Step 3 - How much money can you make in year one? 

How many potential clients could you serve in your first year? (#C) 

What is the potential revenue you could make in your first year? (R)  

R = RPC x #C 

What are the total expenses in year one? (E) 

E = (#C x VC) + FC 

What would the net income be in year one? (NI) 

NI = R - E 
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Social Evaluation 

As with the financial evaluation you completed using the ‘Back of the Envelope’ 

strategy, you should also evaluate your top ideas based on their potential to generate 

social impact.  

If your social enterprise is not highly integrated with your social impact work (in other 

words it is more focused on being a revenue-generating enterprise to fund an 

unrelated social mission) then you’ll want to evaluate ideas that are the least 

disruptive to your social impact work. 

To begin evaluating your ideas from a social impact perspective, ask yourself the 

following questions for each of your top ideas. Remember to consider the potential 

social impact in relation to what is financially feasible as determined in the Back of the 

Envelope exercise. 

How many beneficiaries could you serve on a monthly basis? 

How many beneficiaries could you serve on an annual basis? 

What is the depth of impact you could have with those you serve?  
(To what extent would your work impact one person’s life?) 

What is the breadth of impact you could have with those you serve?  
(To what extent would your work impact several lives?) 
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Key Performance Indicators 

Remember, your KPI’s should be: 

• Simple 

• Measurable (quantitative) 

• Trackable 

• Relevant 

What indicators that drive financial results will you track? 

What indicators that drive social results will you track? 

Social Enterprise Kickstart                           Copyright theSedge.org, 2017                            Page  6


	untitled1: 
	untitled2: 
	untitled3: 
	untitled4: 
	untitled5: 
	untitled6: 
	untitled7: 
	untitled8: 
	untitled9: 
	untitled10: 
	untitled11: 
	untitled12: 
	untitled13: 
	untitled14: 


