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Executive Summary

Social enterprises play a significant role in achieving the Sustainable Development Goals (SDGs).
Measuring the social impact of social enterprises presents several challenges, including the
complexity of social issues, the need for standardized metrics, and the limited resources available.
Obtaining funding is crucial for social enterprises to fulfill their mission. When applying for
funding, they often have to report on the social impact they generate, as it is an essential part of
the value they create. Another difficulty is that social impact is experienced differently by various
actors. The research, therefore, adopts an exploratory approach to understand how funders and
social enterprises perceive the impact assessment, particularly for those contributing to SDG 3.
Thus, the central question of this research is 'How are funders and social enterprises aligned in

measuring social impact on SDG37".

This research was conducted in partnership with Unifix Care. Unifix Care is a social enterprise
whose mission is to improve access to safe surgical care in Sub-Saharan Africa. The findings
presented were derived from a review of the literature, interview rounds, and a survey. The first
round of interviews were exploratory interviews with general impact funders. The second round
consisted of interviews with social enterprises contributing to SDG and funders funding these
social enterprises. The survey aimed to validate statements based on literature and interviews

and to give an idea of the data funders and social enterprises use some impact indicators.

A finding of this research is that the change in how the Theory of Change is used, from an internal
tool to an external accountability mechanism, indicates a misalignment between funders and
social enterprises. While funders may demand accountability, social enterprises initially used it for
internal improvement. This shift suggests a divergence in how both parties perceive and utilize
this tool for measuring social impact. Social enterprises’ power imbalance and dependency on
funders can lead to a misalignment in measuring social impact. Contributing to this is the fact that
aligning the mission of social enterprises with the strategic goals of funders is considered very

important.

A subsequent finding is that there could be a reporting difference between easier-to-measure
KPls from the Theory of Change (input, activity, output) and harder-to-measure KPIls more aligned
with the overall goal (outcome and impact). The survey results indicated a mild divergence in
opinions between funders and social enterprises on the priority of measuring input, activity, and
output indicators versus outcome and impact indicators. Social enterprises were somewhat in
favor, whereas funders were somewhat opposed. In terms of quantifying outcome and impact
indicators, a simple, state-of-the-art calculation was generally adequate for most social
enterprises, in contrast to the preferences of funders. These findings could result in the
miscalculation of social impact generated by social enterprises. For this, it is necessary to bring

back the Theory of Change as an integrated framework.



Another finding is that both social enterprises and funders focus more on a social enterprise's
positive rather than negative impacts. Given that every social enterprise likely has some adverse
effects, these should be acknowledged to ensure a comprehensive assessment of the overall
positive social impact. Additionally, it is found that the inconsistency in defining 'impact investors'
and the varied interpretation of 'impact first' approaches reflect a lack of uniformity in how social
impact is perceived and measured. This variability can lead to challenges in aligning the

measurement approaches of funders and social enterprises.

The main limitations of this study are related to the small survey sample size, which only provides
an indication. More research is needed to draw definitive conclusions. Another limitation is the
selection and categorization of indicators in the survey; an attempt was made to do this as
generically as possible. However, future research would benefit from validating this selection and

categorization by multiple experts.

The following recommendations aim to foster effective collaborations between funders and social
enterprises, enhancing transparency and accountability in social impact measurement. A publicly
accessible database should be created to share the social impact results of social enterprises.
This will allow for establishing normal distributions and facilitate the assessment of the likelihood
of success of similar interventions. Therefore, a portion of funding should be dedicated to
monitoring the long-term impact of social enterprises. This enhances transparency and allows for
a deeper understanding of the effectiveness of various investments in achieving social impact.
Funders should also publicize the Theories of Change of the social enterprises in their portfolio.
This transparency helps understand how the impact is achieved and mitigates the risk of 'impact
washing.' The initiative for these recommendations, particularly the database and publication of
Theories of Change, should come from the government or the actors funding the funders. They
have the influence to drive more impact-focused decisions and support impact-driven social
enterprises. Future studies should incorporate comparative cognitive mapping and game theory to
understand better the preferences and incentives of funders and social enterprises. Additionally,
using Agent-Based Modelling or System Dynamics with the EMA workbench could yield insights

into the effectiveness of specific policies in a complex, uncertain environment.
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1. Introduction

1.1 Problem Statement

Social enterprises aim to accomplish a specific social mission by selling goods and services while
achieving financial sustainability (Di Domenico et al., 2010). In other words, social enterprises, like
non-profit organizations, strive to achieve social goals but also, like organizations in the private
sector, to generate revenue. These social entrepreneurs are pivotal in achieving the Sustainable
Development Goals (SDGs) (Rahdari et al., 2016). Social enterprises maintain their operations
through commercial activities. Their main objective is pursuing a social mission instead of profit,
locating them within the overlap between the for-profit and non-profit sectors (Doherty et al.,
2014, p.). Capital is essential for the inception and expansion of these mission-focused
businesses (Cetindamar & Ozkazanc-Pan, 2017). To obtain capital, social enterprises have often
relied on grants; however, they are increasingly turning to banks and venture capitalists for
assistance (Doherty et al., 2014). The worth of a social enterprise extends beyond what
conventional financial assessment techniques can measure, presenting challenges in securing
funding. This difficulty stems from the fact that there are no widely accepted methodologies or
units for measuring social impact, in contrast to accounting rules for financial success
assessment (Molecke & Pinkse, 2017). This importance of social impact has resulted in funders -
including foundations, governments, and different types of impact investors - and social
entrepreneurs placing increased importance and expectation on social impact measurements
(Molecke & Pinkse, 2017).

According to the Organization for Economic Cooperation and Development (2010), social impact is
defined as “"the positive and negative changes that result from a development intervention,
whether intended or unintended and that occur directly or indirectly.”. Social impact measurement
is thus vital for social enterprises to meet accountability standards, fully capture their value to
secure financial support, and improve their operational effectiveness (Ebrahim et al., 2014;
Ebrahim & Rangan, 2014; Nicholls, 2009). This importance is echoed externally, as funders
prioritize transparency, accountability, and demonstrable financial and positive social impact as
core criteria (Carman, 2010; Hammad et al., 2023; McEvoy et al., 2016). Small- and medium-sized
social enterprises confront significant obstacles in their entrepreneurial path, including a shortage
of funding and investors (Abraham et al., 2017). The impact reporting process, which is often
time-consuming and resource-intensive for small organizations, also complicates this (Chapman
et al., 2023; Ringhofer & Kohlweg, 2019; Roberton & Sawadogo-Lewis, 2022). So, since time and
resources are explicitly constrained in small to medium-sized enterprises (Woschke et al., 2017),
it is even more essential to work optimally to maximize the chance of survival and potential future

impact. Improving impact reporting is thus desirable for social welfare.



1.2 Scope of the Research

This research is conducted in collaboration with Unifix Care, a social enterprise dedicated to
improving surgical healthcare in Sub-Saharan Africa. This research will thus focus on the social
impact measurement of small to medium-sized social enterprises aligned with SDG 3, good health
and well-being. SDG 3 occupies a central position among the other SDGs. The comprehensive
attention given to the targets of SDG 3 is crucial because their successful attainment is
considered essential for achieving the targets of other SDGs (Fernandez, 2020; Situm et al., 2021).
In the past years, the rise of global health initiatives has brought about significant changes in
providing technical and financial support for health to achieve SDG 3 (Nove et al., 2023). However,
according to this same paper, the impact of these initiatives on health systems and the
importance of monitoring their impact through appropriate methods and processes have often

been neglected.

Assessing impact can be seen as part of a more extensive system. Indeed, social enterprises are

each trying to contribute to and influence the achievement of SDG3.
. . . . . Decision arena
Assessing the impact of social enterprises by funders takes place in a A social space where sirategic
. i i i Lo actors interact and make
decision arena. The actors have roles and interrelationships within the decisions
decision arena and act by specific rules. Two assumptions are made to | i
describe it this way. These two assumptions are that agents are expected e F'”""'J’;‘i‘l’-ﬂ‘;';';;‘t’”"*s
to make deliberate choices about what to do based on goals when they »L |
. . . . Syst f int i
assume rationality. Actors do not always act with a complete understanding Part of yeality that s of interest
i i i . o actors. It may consist of
of the system. The presumption of resource reliance is the second one; it physical, technical, social, and
institutional componants,
explains how actors rely on resources that are under the authority of others. including system agents
This system is schematically illustrated in Figure 1 (Hermans & Figure 1: Framework for
Cunningham, 2018). This research focuses on the decision arena, a social actor and strategy models

space where strategic actors interact and decide how to impact the system (Cunningham & Hermans,

of interest. 2018)

The impact assessment system is a multi-actor system. Interest groups across various domains,
including researchers, policymakers, NGOs, impact funders, and the general public, may have
different views regarding what constitutes impact. Personal and societal perceptions of what is
considered valuable and essential influence the selection of impact metrics and indicators. Such
decisions significantly affect allocating scarce resources toward funding and support services (Ma
& Agnew, 2022). In multi-actor systems, various participants are engaged, each with unique
perspectives on the issue, priorities, and preferences (Enserink et al., 2022). Three critical
conceptual dimensions—values, resources, and perceptions—explain some actors' actions in the
decision-making process. Values serve as a guide to comprehending the purposes and driving
forces behind an actor's actions, and these could also be stated as the objectives. In order to

communicate values in more precise terms, objectives and associated concepts like goals, targets,
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and criteria are helpful. For example, objectives can be used to establish indicators indicating
desired future states. Values are translated into a preference ordering over particular actions,
solutions, or outcomes by the positions and preferences of the players (Hermans & Cunningham,
2018). According to Hermans and Cunningham (2018), resources give actors useful tools or means
by which they can accomplish their goals. With the help of resources, actors can affect other
actors, relationships, network rules, and the environment around them. Perceptions pertain to
individuals' mental model of their surroundings, including their view of other participants and the
challenges and matters within a sphere of activity (Hermans & Cunningham, 2018). This same
paper states that information and perceptions are intricately connected. A person's mental
framework or perspective functions as a filter for perception, highlighting and interpreting specific
occurrences in a particular manner while rendering others unnoticed and obscured. These filters
are shaped by social and cultural influences, shaping and strengthening individuals' preferences

and values. Consequently, perceptions and values often have a mutually influential relationship.

This research looks further into the perceptions of impact funders and social enterprises trying to
contribute to SDG3 and how these differ. A simple actor analysis can be found in Appendix A.
Figure 2 represents the system's power interest grid. The actors in the blue square have been

'y considered in this research. All

Power Government . e
High-Net-Worth the actors identified as key
Individual '””ESég’rfks ‘impact first players have been grouped in this
iy | Finance investors Philanthropist
F;_rmlz first ) ? research as 'funders,' the social
offices investors Foundations

enterprises have also been

grouped as one.

For profit Mot For
Social  profit Social
Enterprises Enterprises

Impact
organizations
Impacted
community

L

Figure 2: Power/Interest Grid

1.3 Knowledge Gap

Social impact measurement of social enterprises is a complex task associated with several
challenges. The Theory of Change is a framework often used by funders and social enterprises to
reflect their social impact accurately. The Theory of Change ensures that the right indicators are
identified to reflect the impact of a social enterprise properly. However, a comprehensive overview

of all the indicators used in assessing the impact of social enterprises that collaborate to achieve
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SDG3 is needed. This can make it confusing for social enterprises that already have limited

resources to determine which indicators to use.

Another layer of complexity arises for small to medium-sized social enterprises with limited
resources; these organizations must strategically decide how best to demonstrate their social
impact. They need to consider which metrics resonate most with funders and how to measure
them without diverting excessive resources from their primary mission. For these enterprises,
efficiency is paramount; they must ensure that each effort and resource is optimized to maximize

social impact.

This difficulty is also amplified by the fact that the relationship between funders and social
enterprises also presents challenges, primarily due to information asymmetry and power
imbalance. Funders seeking assurance on their investments often have high expectations for
impact reporting. This can lead organizations to focus excessively on external reporting,
sometimes at the expense of internal efficiency and genuine impact creation. Furthermore, the
lack of standardized methods and indicators results in a communication gap, as organizations
need a common language to articulate and compare their impact results. This ambiguity can lead

to 'impact washing,' where enterprises might overstate their social contributions.

This research seeks to derive exploratory conclusions offering insights into harmonizing impact
measurement between funders and social enterprises. The research adopts an exploratory
approach to understand how funders and social enterprises perceive the impact assessment,

particularly for those contributing to SDG 3.

1.4 Research Questions

This section presents the main research question that this study aims to answer, followed by sub-
questions that will aid in answering the main research question. To give insight into the
perspectives of the social enterprises and funders on how they view specific indicators. This may

cause resources and time to be spent better to report on impact.
'How are funders and social enterprises aligned in measuring social impact on SDG3?"'
In order to answer the main research question properly, sub-questions have been formed.

1. What are the perspectives of funders and social enterprises on social impact

measurement practices?

The first research question focuses on understanding the common impact assessment practices

and how social enterprises and funders view them.

2. How are the social impact indicators of SDG3 currently being used by funders and

social enterprises?

15



After establishing the common practices, gathering all the indicators used to assess the impact of

social enterprises and how funders and social enterprises have used them is essential.

3. What aspects are considered important by funders compared to those deemed

important by social enterprises?

The third research question examines and compares the perspectives of Social Enterprises and

funders on various aspects found important when assessing the impact of social enterprises.

1.5 Research Relevance
Several facets of this research's applicability are mentioned below. The relevance to science and
society is described first. The importance of the master's program, Engineering and Policy

Analysis (EPA), of which this thesis is a component, is then examined.

Academic relevance

This research makes multiple contributions to existing scholarly work. First, it extends prior
studies on using the Theory of Change by social enterprises and funders. Second, this study
sheds light on the focus of different actors in the arena by analyzing their perspectives on the
impact assessment of social enterprises. Finally, this study's findings offer policymakers insights

on enhancing transparency in the impact reporting of social enterprises.

Societal relevance

The social relevance of this report begins to closely align the perspectives of social enterprises
and funders to achieve social impact, thereby simplifying the funding application process.
Consequently, more resources can be dedicated to improving health and achieving SDG3.
Additionally, more effective spending of funds leads to better resource allocation to impact-driven
companies, resulting in a more significant positive impact. The report also explores the
standardization of KPIs for reporting impact on SDG3. Such standardization would enable
policymakers to make data-driven decisions and facilitate easier comparisons among

organizations, leading to more efficient resource allocation to social enterprises.

EPA relevance

Wicked problems stand central in the EPA program. Given the information available, EPA wants to
arm decision-makers with accurate information to select the best course of action. Technology,
social finance, and impact investing are frequently considered solutions for the world's wicked
problems (Peterson et al., 2020). Implementing practical financial engineering has the potential to
unlock substantial financial resources, enabling the mobilization of deep pools of capital, which
would significantly contribute to creating a healthier world (Bugg-Levine et al., 2012). This
research also takes a multi-actor approach to tackle the system of impact assessment to unlock

capital for social enterprises.
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1.6 Report Outline

This report consists of eight chapters. Chapter 1 describes the background, research scope,
knowledge gap, and research questions. The second chapter elaborates on the methodologies
used to answer the research questions. Chapter 3 examines the state-of-the-art of the literature
on impact assessment for social enterprises. Chapter 4 delves deeper into the various
perspectives of social enterprises and funders on these practices. Chapter 5 shows how funders
and social enterprises use specific health impact indicators. The sixth chapter explores which
assessment areas are important for funders and social enterprises. Chapter 7 contains a
discussion of the results found in the previous chapters, the limitations of this research, and

recommendations for future research. The final chapter answers the main research question.
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2. Methods

This chapter's goal is to give a comprehensive description of the research methodology and to
support the design decision. It provides insights into the connections between the research

approaches, methods employed, and the sub-questions addressed in this study.

Section 2.1 displays the research flow diagram, representing the research methods, activities, and
their link to each sub-question. It depicts the research flow and structure of this report. Section
2.2 provides a detailed explanation of the different methods employed to address each sub-

question.

2.1 Research Flow and Structure

Figure 3 presents a research flow e

J

{" Chapter 1 Introduction

Problem statement
Scope of the research
Knowledge gap
! Research questions

diagram to visually depict the

research process and the .
utilization of various ;
methodologies. This diagram

delineates the different chapters

. CQverview of methods used
i « Implementation of these methods

Information
of the research, indicating the focus
specific methods employed at : _ _ ) B
! [ Literature | »  Overview of literature found of impact
each stage and identifying which i assesment of social enterprises
sub—questions each chapter — ;'_'.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.‘.‘.‘.'.‘.
) ) ) ) 1 Chapter 4 Perspectives of social enterprises and funders
addresses. This visualization ! (nterviews _ _ _

\ / ! « The current view on pracfices of impact
represents an 'information Survey assessment of social enterprises
funnel.' InitiaIIy, it presents a

. Chapter 5 Indicators

broad overview of the i [Literature | «  Gives an overview of indicators to asses
: : i Social Enterprises
information, but as the report ! Mnterviews . Al Enlerpr

' s«  Gives an overview of indicators used by
progressesy it narrows down, :. Social Enterprises and Funders
focusing more specifically on e _

i Chapter6  Area's of Importance Funders and Social
SDG3. In order to give a complete | (interviews|  Cnierprises

! s Gives opinions on certain evaluatiom
overview, the research questions i [ Survey aspects deemed important by funders and

| | ! social enterprises

are stated again. The main N
research question is as follows: { Chapter 7 Discussion and Limitatons

' « Explains and evaluates the findings

! s Recommendations for future research
‘How are funders and social T

i Chapter 8 Conclusion
enterprises aligned in measuring » Answers main research question
social impact on SDG3?' Figure 3: Research Flow Diagram

The following sub-questions will help to answer this question:

1. What are the perspectives of funders and social enterprises on impact

measurement practices?
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2. How are the social impact indicators of SDG3 currently being used by funders and
social enterprises?
3. What aspects are considered important by funders compared to those deemed

important by social enterprises?

2.2 Methods in Sub-questions

In order to provide a thorough analysis, this study employed a literature review, qualitative semi-
structured interviews, and a survey. This section will further detail the various research
methodologies employed, their purpose, and how they contributed to the answer to each sub-

question. Figure 4 shows a schematic overview of the methods used in this research.

terviews with SDG3
Funders and Social
Enterprises

Literature review
impact indicators

" Impact assessment
literature review

Exploratory

) Survey
Interviews :

Figure 4. Overview of Research Methods

2.2.1 Method Triangulation

A qualitative research method is selected for this study as it facilitates the exploration of
questions that are challenging to quantify, aiding in comprehending human experiences. This
approach enables the investigation of the practical aspects of certain social phenomena in their
real-life context, enhancing the depth of knowledge and understanding (Cleland, 2017). This
approach is aptly suited to the subject matter under investigation, aligning well with the thematic
focus of the research. This qualitative research uses the triangulation technique to foster a
thorough understanding of the subject being studied. Multiple methods and data sources are
utilized in this approach. Triangulation acts as a strategy in qualitative research, enhancing the
validity of the findings by integrating data from various sources (Carter et al., 2014). This research
employs Method Triangulation, one of four triangulation types, primarily focusing on data
gathering and analysis through various methods like interviews, observations, and field notes. This
study's primary data sources are literature reviews, interviews, and a survey, which were
synthesized to extract valuable information pertinent to the research topic. The details of the
literature review are available in section 2.2.2. The interview process, divided into exploratory
interviews and those involving funders and social enterprises contributing to SDG3, is elaborated

in section 2.2.3. Section 2.2.4 provides detailed information regarding the survey.
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2.2.2 Literature Review

Two literature reviews were used to answer sub-questions 1 and 2 partly. The first research
qguestion focuses on understanding the current knowledge and practices used to assess the
impact of social enterprises in general. The second research question aims to overview the impact

indicators currently used by organizations and funders assessing SDG3 indicators.

Impact assessment and knowledge gap

The following search string was used in Scopus to gather information on the impact assessment

of social enterprises:

TITLE-ABS-KEY ( ("Logic Model*" OR "Logic Frame*" OR "Impact measurement" OR "Impact
measuring" OR "Impact Assessment*' OR "Theory of Change" OR "Impact Pathway*") AND
("Funder" OR "Donor") AND ("Performance Measurement" OR "Evaluation" OR
"Accountability" ) ).

One hundred seventy documents were found.

The following inclusion criteria were employed to decide whether papers should be included in
this review: 1) Accessibility of the article, 2) Relevance of the article to the Theory of Change, or a
similar Logic Frame in conjunction with the evaluation of an initiative/organization, and 3) Focus
on providing funders or donors with a means to evaluate initiatives for financial support.
Ultimately, this literature review used 32 articles. The snowballing technique is used to add two
more articles to this review.

Impact indicators

This literature review aims to get the state of the art on the currently used indicators to report on
the impact of social enterprises contributing to SDG 3 to answer the second research question. It

is used to map the different data.
The following search string was used in Scopus to determine peer-reviewed articles:

TITLE-ABS

KEY ( ((health OR medical OR clinical) AND (funder* OR donor* OR fund OR invest*) AND
("Impact Investment*" OR "impact measurement*" OR "monitoring and

evaluation" OR "M&E") AND ("Indicator*" OR "KPI*" OR "metric*") ) ). This search resulted in

144 document results.

Another search was done in PubMed with the following search string: ( funder*[Title/Abstract] OR
donor*[Title/Abstract] OR fund[Title/Abstract] OR invest* [Title/Abstract]) AND ( "Impact
Investment*"[Title/Abstract] OR "impact measurement*"[Title/Abstract] OR "monitoring and
evaluation"[Title/Abstract] OR "M&E" [Title/Abstract]) AND ( "Indicator*"[Title/Abstract] OR
"KPI*"[Title/Abstract] OR "metric*" [Title/Abstract]). This resulted in 133 articles.
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Ninety-four duplicates were removed in this search, which resulted in 183 remaining articles.
These articles were then scanned by title and abstract to see if they were relevant to this
research. The following inclusion criteria were set up: 1) related to impact assessment, 2)
accessible, 3) includes ways to develop indicators, and 4) Healthcare oriented. This resulted in 94

remaining articles.

Afterward, a full-text analysis was conducted. The articles were included with the same inclusion
criteria. The snowballing method was used, and four more articles were added to this review. In

total, 44 articles were included in this literature review.

2.2.3 Qualitative Semi-structured Interviews

In the context of this research, it is necessary not only to rely on academic articles but also to
understand real-world applications. After all, funders ultimately decide which of the social
enterprises are funded by them. Therefore, this research encompasses two rounds of qualitative
semi-structured interviews, which lasted approximately 30 minutes. Interviews were conducted in
Dutch for participants who spoke Dutch; with participants who did not speak Dutch, interviews
were conducted in English. The first round of interviews took place in the latter part of May
2023—the second round focused on social enterprises and funders operating specifically on
SDG3. The interviews with the funders occurred in the latter part of July and early August 2023.
The interviews with the social enterprises took place in the second half of August. The order in
which funders were interviewed first and then social enterprises were chosen because of the
predominant influence of funders within the sector. The goal was first to gain insight into funders'
perspectives and views on various relevant issues and how social enterprises view these things. A
consent form and data management plan were developed and approved by the Human Resource
Ethics Committee (HREC) of the TU Delft. The consent form was discussed during the interview,
and the participant consented. These interviews were recorded and transcribed using Microsoft
Teams. Subsequently, a transcription summary was made and sent to the person being
interviewed. If the interviewee had objections, these changes were implemented and sent again

for approval; this process repeated itself until it was approved.

First round: exploratory interviews

This study conducted five exploratory interviews with various impact experts to deepen
understanding of social enterprise impact assessment practices. Although all were planned as
semi-structured, one interview was conducted via written responses due to time constraints.
Participants were selected from a diverse group of companies and experts in impact
measurement, including impact investors, foundation professionals, and specialists from
knowledge institutes and small business impact measurement organizations. This approach aimed
to gather varied opinions on impact assessment across different sectors, not exclusively SDG3-
focused. The participants were approached on Linkedin, primarily through sending friend requests
accompanied by messages, utilizing both the search function and the snowball technique. The

questions and complete list of participants are stated in Appendix B.
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Second round: SDG3 funders and social enterprises interviews

Nine interviews were conducted for this study, five with SDG3 funders and four with SDG3-
focused social enterprises. The aim was to gain insights into the importance of specific impact
indicators on SDG3 from the funders and social enterprises. For this step, individuals working for
Social Enterprises contributing to SDG3 or funders financing these organizations were
approached. Using personal contacts and through LinkedlIn, 20 funders and 20 social enterprises
were approached. The questions and more information on the interviewees can be found in

Appendix B.

2.2.4 Survey

The study sought to clarify social entrepreneurs’ and funders' opinions and practices. Interviews
indicated challenges in extracting clear insights about indicator usage and interpretations. As a
result, a survey was employed, prompting stakeholders to articulate their evaluations more
explicitly. Initially, the Delphi method was considered. The Delphi technique is a method that

involves subject matter experts to reach a consensus Openiing statement and

. . . . . general statements
through a series of interviews and questionnaires (Adler

& Ziglio, 1996). However, reaching a consensus proved i

challenging because of the diversity of social enterprises. _
<;:____._'._30t:|al enterprise orfunder?_ﬂ___::»

Therefore, an exploratory survey was chosen to gather e S~ Socil
el . . . . y . enterprise
initial data, potentially informing a future Delphi method p N
app||Cat|On General information General information
Y ¥
Qualtrics was used to set up and distribute the survey. ) .
. . . < Funding SDG3? > <Operating in SDG37>
The survey was divided into three parts. A schematic of ~ N
the survey's flow is shown in Figure 5. In the first part, No| T\ Yes Yes [ N7 | No
participants were presented with five statements derived i ! -’
ndicators and Indicators and
. . . . . data used data used
from existing literature and conversations with funders
and social enterprises. Participants were asked to rank _ _
L | | ]
these statements using a five-point Likert scale and had HERNETE ETTLE
of indicator type
the opportunity to provide additional feedback. The l l
 J

second part of the survey varied between funders and
. . . . End of survey
social enterprises. This section collected general
information about participants to determine if they Figure 5: Survey flow
worked for or funded enterprises that helped achieve
SDG3. If they did not, the survey ended for them at this point. Next, the survey addressed what
kind of data the social enterprises and funders used specific impact indicators. The selection of

indicators was the same for social enterprises and funders. The final part of the survey consisted
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of three statements applicable to funders and social enterprises. Participants had to rate these

statements, again using a five-point Likert scale. Selection of participants

Selection of participants

A post with the link to the survey was shared on LinkedIn, which generated four reposts and 1823
impressions. However, targeted approaches to get people to complete the survey proved more
effective. Both funders and social enterprises were strategically approached to participate in the
survey, using LinkedIn and e-mail for communication and engagement. The funding companies
approached were based on a list from the European Venture Philanthropy Association (EVPA), the
European network for investing in impact co-funded by the European Union. Their members
comprise various organizations, including foundations, banks, academia, and impact funds.
Members were filtered for those active in healthcare, and the organizations were contacted via
their general e-mail. Then, the companies were also searched on LinkedIn, and the individuals
who work at those companies and are responsible for impact assessment of healthcare
companies were contacted. One hundred twenty-six messages were sent to funders, most based
on this list and using the snowball technique on LinkedIn. One hundred fifty-three messages were
sent to people from social enterprises, mainly through LinkedIn. Names of social enterprises were
collected primarily by looking at the portfolio companies of the funding companies approached,
personal contacts from Unifix Care, "most impactful health startups in Africa" listings on Google,
lists from the Bill and Melinda Gates Foundation, and by using the snowball technique on
LinkedIn.

Analyzing results

A total of 44 responses were analyzed. In this process, the export function in Qualtrics was used.
This function creates an Excel file containing all answers, including incomplete answers. The
dataset was initially transferred to Microsoft Excel for a comprehensive analysis of the results.
First, whether the respondents were unique was identified by looking at the different IP
addresses. This analysis revealed that two responses had the same IP address. Next, the
responses were examined more closely, and it was determined that they were from two different
individuals from the same company. Therefore, both responses were included in the analysis. As
described earlier, efforts were made to end the survey early for funders and social enterprises
that did not operate in SDG3. However, it was noted during the analysis that one social enterprise
focused on food processing, which is outside the scope of SDG 3. Therefore, their response was
excluded from the survey results. In addition, one funder indicated that they had yet to undertake
any health-related projects and marked many indicators as irrelevant. Their response was also
omitted from the final analysis. A 95% confidence interval was used to analyze the results for the

Likert-scale statements. A t-distribution has been used as the n is lower than 30.
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3. State-of-the-art

This section summarizes the body of literature examined in this study. A literature review has
been conducted to enhance the understanding of the prevailing insights into social enterprises’

societal impact measurement practices.

The chapter begins with a detailed examination of the crucial role that social impact measurement
plays in the operation of social enterprises. Additionally, it outlines a structured approach for

evaluating social impact, known as the Theory of Change.

3.1 The Necessity of Social Impact Measurement in Social Enterprises

The precise definition of social entrepreneurship remains a topic of debate among experts (Bugg-
Levine et al., 2012). Nevertheless, a common consensus among scholars is that social enterprises
primarily aim to deliver social value while ensuring financial sustainability (Lall, 2019). Providing
goods and services is an essential component of social entrepreneurship, similar to conventional
entrepreneurship. However, this is not an end goal. Instead, it serves to achieve societal change
(Grieco, 2015).

According to Bugg-Levine et al. (2012), two distinct factors led to the emergence of social
entrepreneurship: business ethics and corporate social responsibility (CSR) on the one hand and
NGOs and the third sector on the other. Focusing on economic activities helps distinguish social
enterprise from pure social movements and charitable and philanthropic endeavors (Grieco, 2015).
However, the transformative social ambition sets social entrepreneurs apart from businesses with
a conscience and other ways to do good, like CSR; instead of only aiming to create money without
harming the environment, social entrepreneurs prioritize achieving their social missions (Grieco,
2015).

All businesses struggle with evaluating performance beyond existing financial criteria, yet for
social entrepreneurs, this concern is amplified as it is their primary concern. They are typically
held accountable to a wide range of stakeholders as they employ corporate methods to achieve
social goals; their organizational capability is also frequently low to medium (Grieco, 2015).
According to this research, social impact measurement can be used as an internal tool to help
with resource allocation and aid social entrepreneurs in running their businesses. Second, it is a
reporting tool that can inform stakeholders of the goals the business is achieving. This latter
element is especially crucial since it speaks to investors who want assurances about the value of
their investments. Mainly because a study by (Block et al., 2021) shows that the importance of the
societal problem a social enterprise addresses is a criterion different impact investors see
differently in importance. They state that this criterion is fundamental to all impact investors,
ranking second out of seven criteria. However, it is less important to more finance-first investors

than to more impact-focused investors.
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3.2 The Theory of Change: A Framework for Measuring Social Impact

The preceding section established the essential nature of measuring the social impact within
social enterprises. Especially as the emphasis on accountability in intervention programs and
services is progressively increasing (Carman, 2010; Lynch-Cerullo & Cooney, 2011; McEvoy et al.,
2016; Scheirer, 2000), it has become even more essential. It is now commonplace for
governments, accreditors, funders, and communities to request updates on social accountability
progress from relevant institutions (Wood et al., 2022). However, measuring social impact is
challenging due to the intangibility of social outcomes. To render performance metrics tangible,
the Theory of Change often determines them in a social enterprise (Ringhofer & Kohlweg, 2019;
Roberton & Sawadogo-Lewis, 2022). The Theory of Change links social issues to related activities
and impacts, establishing the foundation for defining a social enterprise’s contribution (Bugg-
Levine et al., 2012; Grieco, 2015), making it increasingly favored by funders (Breuer et al., 2016;
Chapman et al., 2023; Esponda et al., 2021; Jackson, 2013; Prinsen & Nijhof, 2015). They also
prefer the Theory of Change because it enables them to fund specific program components that

align closely with their goals and interests (Lynch-Cerullo & Cooney, 2011).

The Theory of Change is an outcome-driven approach, typically illustrated in schematic diagrams
like Figure 6, that delineates a program’s logical progression from inputs to long-term results,
highlighting the causal relationships, assumptions, and risks (Adedeji et al., 2022; Breuer et al.,
2016). Academic consensus defines ‘output’ as an intervention’s direct results, ‘outcome as its
medium-term effect, and ‘impact ‘as the long-term consequences (Amin et al., 2022; Bodem-
Schrétgens & Becker, 2020; Hodson et al., 2023). Indicators often help to track these categories of
a Theory of Change (Adedeji et al., 2022).

Input .\ Activities | | OQutput || OQutcome | | Impact
*  Amobile clinic van | A Providing basic Increased access io Improved overal
/" Me:ma:tfupplles | f medical check-ups | | ° Nsuen;r?earnogt[;:gfenés healthcarein | | health in the
/" 2 and treatments | | underserved areas | | community

professionals

Figure 6: Fxample of a simple Theory of Change

The Theory of Change, originating from the Logical Framework Approach (Chapman et al., 2023),
shares components with it, as both examine assumptions, engage stakeholders, and evaluate
program logic (Ringhofer & Kohlweg, 2019). Both methods outline a program’s inputs, processes,
outputs, and outcomes (Breuer et al., 2016). Because the Logical Framework Approach became
more rigid over time, the Theory of Change revived its original analytical components, offering a
flexible alternative that encourages critical thinking (Ringhofer & Kohlweg, 2019). (Breuer et al.,
2016) also states that the Logical Framework Approach can be inflexible and needs the Theory of

Change's explicit illustration of the causal pathways that affect change. The Theory of Change
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delves deeper into social change, offers a comprehensive view, and addresses gaps often missed
by the Logic Framework Approach. It stresses inclusive participation, continuous exploration of

causal links, and periodic reviews to refine program assumptions (Chapman et al., 2023).

The Theory of Change is a valuable evaluation tool for various organizations and initiatives. For
instance, Adedeji et al. (2022) used it to assess the impact of a digital health system in Nigeria,
specifically for mother and child healthcare in LMICS. Similarly, Traynor et al. (2022) employed
this approach to study the effects of nature-based early learning on children’s health. Additionally,
Strachan (2021) utilized the Theory of Change to guide research on interventions preventing

female genital mutilation/cutting, emphasizing quantifiable outcomes.

3.3 Challenges in Measuring Social Impact

The literature identifies three main challenges below that underscore the need for enhancements

in this area.

3.3.1 The High Cost of Measuring Social Impact

As previously highlighted, social enterprises frequently face challenges assessing their social
impact due to limited recourses. As the demand for impact measurement is growing, the
increased emphasis on impact and accountability has heightened the pressure on social
organizations to focus on measuring performance (Bassi & Vincenti, 2019). The monitoring and
evaluating of an intervention is often time- and resource-consuming (Roberton & Sawadogo-
Lewis, 2022). Additionally, relatively small organizations with few resources usually perform social
impact measurement, making investing time and resources unrelated to their primary business

activity a high opportunity cost (Dufour, 2019).

In the context of these challenges of impact measurement, the Theory of Change is often
mandated by funders to assess the social enterprise's impact due to its advantage of correctly
mapping impact. However, Chapman et al. (2023) have pointed out that applying the Theory of
Change can sometimes be incomplete or inadequate. This shortfall is primarily due to the
enterprises’ limited capacity to conduct thorough evaluation and learning procedures within the
Theory of Change. Furthermore, Ringhofer and Kohlweg (2019) highlight the operational
challenges of its implementation, particularly the constraints related to time and resources. This
sentiment is echoed by Carman (2010), who mentions that the intensity of the Theory of Change
can pose challenges. Recognizing these challenges, some social finance organizations are
becoming more attuned to the potential strain their reporting requirements might place on social
enterprises (Lall, 2019).

3.3.2 Navigating Power Imbalances in Impact Measurement and Funding

Relationships

An additional challenge in impact measurement arises from the power dynamics between funders

and recipients (Foster et al., 2021). In the monitoring and evaluation of international development
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projects agencies, these issues also often arise (Amin et al., 2022; Valcarcel-Duefias & Soldrzano-
Garcia, 2019). A complex stakeholder network, knowledge gaps, and a lack of precise alignment
between delivered benefits and community needs make agency theory particularly relevant to
these programs (Carman, 2010). With this, the funder is viewed as the principal and the
organization as the agent. Adverse selection and moral hazards are common risks associated with
agency theory, and emphasizing the agents' accountability and transparency helps prevent these
risks (Carman, 2010). This may lead to funders imposing too many restrictions on organizations

reporting on their impact.

Frey (2021) notes that funders often impose their views and preferred Theory of Change on the
organizations they support. While aiming to use their funds effectively, they set specific rules and
impact metrics, sometimes overlooking crucial aspects. This can push organizations towards
short-term achievements over lasting impacts and solid relationships. Short-term funding can also
diminish an organization's long-term influence. Thus, while funders' intentions are positive, they
should weigh the long-term consequences and foster genuine partnerships with their

beneficiaries.

Chapman et al. (2023) echo this by highlighting tensions between donor expectations and the
genuine intent of a Theory of Change. They emphasize the mismatch between on-ground realities
and funder demands, with some funders acknowledging complexity but still imposing rigid
expectations, especially concerning the Theory of Change, thereby limiting adaptability and
evolution in the process. The manifestation of learning through iterative development cycles plays
a crucial role in promoting social accountability. This iterative process facilitates continuous
improvement and adaptation, ensuring organizations remain accountable to their stakeholders

and actively learn from their experiences (Wood et al., 2022).

A study by Valcarcel-Duefias and Solérzano-Garcia (2019) underscores the importance of
monitoring and evaluation practices for Third Sector entities and their imperative to communicate
and demonstrate their results and efficiency. Stakeholders, including funders, require information
about Third Sector entities' performance and socioeconomic impact. External pressures and
norms influence this demand for transparency. The paper emphasizes the need for a standardized
monitoring and evaluation methodology that effectively integrates internal information needs with
external stakeholder demands. However, there is a concerning trend where the Theory of Change,
indicator lists, and data gathering become disjointed initiatives. Instead of logically deriving
valuable insights for stakeholders, governments, and local communities, these practices often
devolve into mere tick-the-box exercises to satisfy donors (Roberton & Sawadogo-Lewis, 2022).
This same article further notes that their significance is lost without clearly understanding what
indicators measure. When reported indicator numbers fall short of targets, they are viewed as a
collection of metrics rather than what they should be: a depiction of whether a project's intended

"impact pathways" were effective.
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Additionally, Lynch-Cerullo and Cooney (2011) caution that overemphasizing external-oriented
reporting can stifle organizational learning, reducing its overall utility. This sentiment is echoed by
Bakibinga-Gaswaga (2019), as many development initiatives need to meet expectations or
achieve the desired impact on the intended communities, often due to rushed attempts to secure
funds, improper objective definition, and the exclusion of beneficiaries from early project
decisions. Carman (2010) further emphasizes the need for improvement in transparency practices.
He critiques the sector's narrow emphasis on external outcome reporting, arguing that this
approach needs to pay more attention to other valuable evaluation methods, thereby limiting

organizational learning and growth.

Monitoring and evaluation reports are a crucial component of the funder’s responsibility to
funding agencies and stakeholders and are used to judge success or argue for funding. However,
monitoring and evaluation methods concentrating on straightforward measures portray an
unrealistically simplistic picture (Njah et al., n.d.). Additionally, Brigham and Hayes (2013) state
that organizations frequently adopt the viewpoints of funders in order to position themselves
favorably for future funding. Organizations may overstate their capabilities to secure funding.
Addressing these issues requires funders and organizations to invest resources and effort in
monitoring, performance measurement, and oversight (Carman, 2010). Bassi and Vincenti (2019)
agree as they state that there is the problem of control over results, which refers to how managers

exert control over their interventions and the outcomes they achieve.

Nonprofit managers and leaders encounter three main challenges. First, they must determine
which aspects of their organization's operations can be measured, such as inputs, activities,
outputs, outcomes, or impacts. Second, they must identify the specific measurements funders
require to ensure accountability. Finally, they must explore how measurement practices can

improve the organization's effectiveness in fulfilling its mission (Bassi & Vincenti, 2019).

3.3.3 Flexibility versus Standardization in Assessing Social Impact

Grieco (2015) highlights the complexity of assessing social impact due to challenges in
formulating qualitative and quantitative reporting measures; various groups have devised
numerous models to address this, but no single model suits all organizations given their diverse
sizes, capacities, and focuses. Social enterprise performance evaluation systems vary significantly
in response to several endogenous and exogenous variables associated with various
organizational settings, including economic, political, social, and cultural factors (Bassi & Vincenti,
2019). This same article states that there needs to be more satisfaction among funders with the
current systems of social impact evaluation of social enterprises. There is a surge of
unstandardized performance measurement tools, overwhelming managers and hindering the goal
of enhanced efficacy (Lynch-Cerullo & Cooney, 2011). Thereby, Carman (2010) highlights the

importance of the need for more standardization in evaluation tools and reporting requirements
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imposed by funders, leading to distractions and debates regarding the superiority of various

evaluation systems.

In contrast, Camoletto et al. (2017) reached a conclusion that challenged the notion of
standardization. Instead, they advocated for more flexible and adaptable approaches. Using a
Logic Framework Approach model, they looked at different evaluation models and directly
quantified the relationship between inputs and outputs. The social value, which is monetized, is
accompanied and supported by the created financial value. This monetizing uses models like
cost-benefit studies, randomized controlled trials, and the social rate of investment. However, it is
essential to acknowledge the existence of methodological gaps that continue to pose challenges.
Despite this, there was a growing recognition that the sharing of values and alignment of goals
between stakeholders was an indispensable prerequisite for achieving a more accurate
measurement of social benefits. By striving for common ground, the quest for more precise and
insightful assessments of social impacts could overcome these hurdles and pave the way for
improved practices in the future (Camoletto et al., 2017). In addition, Jager & Rothe (2013) state
that funders would benefit from a broader perspective to achieve actual value for money, even if it
means moving away from traditional, easily measurable outcomes. Impact evaluation cannot be
limited to just economic effects. Companies must equally incorporate economic and social
challenges. Key performance metrics for non-economic issues are vital for funders who want
transparency. Organizations working in economic development should give donors information on
non-economic impacts to demonstrate that they accomplished their goals (Jager & Rothe, 2013).
Some indicators can be assessed or calculated using various methods, such as vignettes, record
reviews, consultation observations, or observation and re-examination to gauge the standard of
care. Each method involves a trade-off between the amount of resources needed (time, tools,
technical know-how) and the precision and range of the measurement (Roberton & Sawadogo-
Lewis, 2022).

3.4 Conclusion

In conclusion, this chapter has delved into the intricate nature of social impact measurement
within social enterprises, the essential role of the Theory of Change as a framework for such
evaluations, and the significant challenges these organizations face in this endeavor. While the
Theory of Change provides a structured approach to link activities with intended impacts, it also
presents practical difficulties, notably when scarce resources and power imbalances exist
between funders and grantees. Moreover, the varied expectations of funders and the diverse
nature of social enterprises make the standardization of social impact assessment complex and
often contentious. The dialogue between standardization and flexibility in assessment methods
reflects the need for a dynamic approach that accommodates the unique contexts of different

social enterprises.
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4. Diverse Perspectives and Practices in Social Impact

Measurement

In the previous chapter, the state-of-the-art of impact assessment for social enterprises was
discussed. With these insights, the perspectives of funders and social enterprises on specific
issues are discussed in this chapter. Therefore, This chapter aims to answer the first research
question: "What are the perspectives of funders and social enterprises on impact measurement

practices?". Exploratory interviews and a survey were used to answer this research question.

The interviews were conducted with various types of funders to obtain as general a view as
possible of the different opinions on social impact measurement techniques for social enterprises.
An overview with the description of the interviewed companies and questions can be found in

Appendix B.

4.1 Perspectives of Funders on Social Impact Measurement Practices

Most funders interviewed insist on utilizing a Theory of Change to evaluate social enterprises.
Company 3 points out that while the Theory of Change helps formalize its impact process within
the company, its primary function is understanding the operational steps necessary to create a
meaningful impact. Company 5 emphasizes the need for investor alignment and champions the
development of a consolidated questionnaire that caters to all investor needs without burdening
social enterprises. Company 5 also underscores the necessity for a paradigm shift in impact
measurement. They advocate for investors to prioritize the most fitting approach over mere
compliance. Reporting emerges as a significant challenge, especially for social enterprises.
Ideally, reporting should be an intuitive extension of impact management activities, demanding

greater transparency and relevance.

Company 1 acknowledges the prevailing complexity in the impact assessment field due to the
abundance of impact measurement models. While diverse models cater to specific needs,
organizations need a unified language to measure their impact accurately. A few widely
recognized tools would greatly assist in streamlining impact measurement practices; the field
needs to be more cohesive, leading many entities to need help finding the most suitable approach.
Company 3 emphasizes standardizing KPls across sectors or within specific domains. However,
they also highlight the need to consider contextual differences. While standardization is seen as a
way forward, the process should account for the unique characteristics of each domain.
Collaboration and agreement, similar to the approach used for the SDGs, are crucial in
establishing standardized indicators for different impact domains. Attempting to quantify impact
with consideration of contextual factors can lead to complete assessments. Company 3
recognizes the need for a common language in impact measurement and sees the SDGs as the

only option.
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Company 3 states that a prominent challenge for companies in Africa is the effective tracking of
KPls. Existing frameworks guide defining pertinent KPlIs, but tracking them remains problematic.
The intricate nature of these frameworks can deter companies from embracing them entirely,
leading to ambiguity. To navigate this, companies should pinpoint their needs and amalgamate

relevant components from diverse frameworks to shape their impact measurement strategies.

4.2 Alignment and Differences between Funders and Social Enterprises

Five statements were crafted from literature findings and interviews with funders to validate the
collected data and examine how social enterprises differ in their perspective. These statements
were included in a survey, where respondents were prompted to indicate their level of agreement
on a scale of 1 to 5, with 5 representing 'Strongly Agree' and 1 representing 'Strongly Disagree'.
The weighted average of the scores for each statement and the 95% confidence interval are
presented in Table 4. A clustered stacked bar chart of the results of the statements is represented

in Figure 7. The results for each statement are discussed below.

Table 1: Weighted mean and confidence interval for Statements 1 - 5 (Scale: 1-5)

Statements Weighted Average 95% Weighted 95%
Score SE (n=25) Confidence Average Score  Confidence
interval SE Funders interval
(n=25) (n=19) Funders
(n=19)
S1. Social enterprises need to  4.28 [3.88, 4.68] 3.84 [3.28, 4.40]

define their own specific

impact indicators when

seeking funding

S2. It is essential to have a 4 [3.60, 4.40] 4.47 [4.10, 4.84]
concrete Theory of Change

when running a social

enterprise.

S3. Social enterprises should 4.56 [4.32,4.80] 4.74 [4.52, 4.96]
continuously measure their

impact.

S4. Meeting or failing to meet 3.44 [2.98, 3,90] 3.53 [3.01, 4.05]

agreed impact targets by the

social enterprise should have

financial consequences (e.g.,

bonus).

S5. There is a need for 4.48 [4.19, 4.77] 4.42 [4.02, 4.82]
comparable impact KPls for

social enterprises.
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Comparative Agreement rates Between Funders (n=19) and
Social Enterprises (n=25) for Statements 1-5
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Figure 7: Clustered stacked bar chart of statements 1-5

S1. Social enterprises need to define their own specific impact indicators when seeking

funding

Social enterprises generally agree that they need to define their social impact indicators when
seeking funding, as they have a weighted average score of 4.28, with funders slightly less in
agreement (weighted average score of 3.84). The relatively wider confidence interval for funders

suggests a greater diversity of views compared to the responses from social enterprises.

Additional feedback from funders on this statement includes that it is considered essential to
define their own KPls, not just because of the impact made but also to emphasize the commercial
value-added. Some other comments include that social enterprises should consult with investors
when defining impact indicators, as investors often require specific impact indicators for reporting
purposes. It is essential to align with the priorities and drivers that funders deem important.
Therefore, some indicators are already given to maintain credibility and avoid biases, but others
may be added depending on the benefit. Some funder also states that impact is a highly diluted
concept among investors and entrepreneurs. Social enterprises should set the bar high but do not
have to reinvent the wheel. Using an indicator like "amount of lives saved" or "tons of CO2
reduced" is good enough. One funder who somewhat disagreed with this statement stated that
individualization can sometimes compromise the comparability of the impact across different
enterprises or sectors. Another funder states that social enterprises must have a clear goal of
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making social impact and check what investors are looking for; otherwise, getting funding will be
very difficult. Social enterprise is a journey of improvement, making more impact, and tackling
more problems, but not all at once.

The feedback of the social enterprises included that they firsthand experienced that tailoring their
own indicators guarantees they pick the best metrics. Additionally, social enterprises should do
this for their own sake because they want to know if they make a difference — not for funding.
Another social enterprise agrees for this reason, but they state that funders must also have their
own criteria as a guideline. Another social enterprise states that in a funding stage, they may not
know their exact indicators, and they still want to go ahead, so picking their own indicators is

preferable.

S2. It is essential to have a concrete Theory of Change when running a social enterprise
Social enterprises somewhat agree that having a concrete Theory of Change is essential, with an
average score of 4. The range of the confidence interval is 0.80, which indicates a moderate level
of dispersion in the opinions of social enterprises. Funders agree more strongly, with an average
score of 4.47. Their confidence interval is slightly narrower, with a range of 0.74, pointing to a
tighter clustering of opinions among funders compared to social enterprises. The higher lower
bound of the confidence interval and the higher weighted average indicate that funders are

generally more convinced about the necessity of a Theory of Change.

Funder’s feedback on this statement includes that they agree that, in this way, social enterprises
are forced to think about the problem they are solving. They state that there is a tendency for
some to conceptualize their mission too broadly, such as aspiring to solve climate issues while
also addressing poverty through a single, inexpensive product. Funders advocate for a focused
approach, where impact is envisioned in the long term, necessitating precise measurements to
realize the intended impact. Additionally, it is noted that the Theory of Change model is more
effective in particular ecosystems, implying that its applicability may vary based on the context
and nature of the social enterprise. Another funder states that a Theory of Change is essential to
set the scene for what a social enterprise tries to accomplish as a guide to customers, investors,

and stakeholders.

One social enterprise strongly agrees that a Theory of Change is needed to generate testable
hypotheses. However, one social enterprise somewhat disagrees with this statement as they state
that a Theory of Change does not have to be applied in the traditional form; however, an idea with
causal links between their activities and impact aspects is preferable. It can be concluded that,
however, the exact theory of change is not necessary; social enterprises should have some Theory
of Change or a similar method case showing the intended impact. Another social enterprise states

that the Theory of Change is needed as a living strategy document.

33



S3. Social enterprises should continuously measure their impact.

There is strong agreement among social enterprises on the continuous measurement of impact,
with a high average score of 4.56 and a 95% confidence interval of [4.32, 4.80]. This narrow
confidence interval indicates a strong consensus among social enterprises on continuously
measuring their impact, with most responses clustering towards the higher end of the agreement
scale. Funders have a weighted average score of 4.74 with a 95% confidence interval of [4.52,
4.96], even narrower than social enterprises. This interval shows a firm agreement among funders,

with an even tighter consensus around the importance of continuous impact measurement.

This agreement is also echoed in the feedback of this statement as a funder states that impact is
the social enterprise’s real currency. However, it should be simple (ideally 1, max 3 KPls) and all
within reasonable means (small ventures have limited bandwidth). Ideally, it is a straightforward
metric that is both a commercial and social KPI (e.g., the number of patients or professionals
supported). Measuring impact should complement, not hinder, a company’s daily activities that
contribute to its growth and subsequent impact enhancement. Recognizing the growing
importance placed by investors on impact measurement, companies are proactively incorporating
these assessments into their operations. This simplifies the process and aligns their strategies to
meet investors' evolving expectations and needs. It should be measured yearly as the generated
impact may change. One funder agrees but states that qualitative and anecdotal evidence is
abundant regarding impact. Social enterprises should show why they are efficient in achieving
tangible impact compared to other ventures seeking funding. Another funder states that social
enterprises should do this to check if their work is really making an impact. Measurement is,
therefore, necessary to make improvements along the way if they are not making the impact as

planned or hoped.

One social enterprise emphasizes that continuous measurement is crucial but should not impede
the organization's progress. Another enterprise echoes this sentiment, highlighting that execution
should precede extensive measurement, assuming sufficient funding is available. Initially, the
focus should be on measuring deliverables and outputs. Subsequently, the impact should be
assessed periodically to ensure that the enterprise is moving towards achieving its intended social
objectives. One social enterprise states that measuring impact should be done for internal
measurement (being on track) and external (for investors or marketing). However, it depends on

the indicator; for example, health trials might take time.

S4. Meeting or failing to meet agreed impact targets by the social enterprise should have
financial consequences (e.g., bonus).

Social enterprises are neutral or disagree on average regarding financial consequences based on
impact targets, with a lower average score of 3.44. The broader interval points to a more
significant spread in opinions among social enterprises regarding financial consequences for

meeting or not meeting impact targets. Funders have a similar average opinion, with an average
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score of 3.53; the range of their significance interval is even wider than that of the social

enterprises, suggesting that funders' opinions vary slightly more on this statement.

Since opinions are divided, this is also reflected in the feedback from funders. Funders agree, but
only when the company is in a later stadium. In the early startup stage, it is more important to set
targets that incentivize experimentation to find optimal product-market fit and impact fit. Also, it
is noted that it is essential to keep the company's values coherent. Another funder states that this
statement requires more nuance: in principle, he entirely agrees; in practice, it shows some
difficulties.

A funder disagrees as he states it is generally not intentional if targets are unmet. Fraud or
negligence could be unintended results. Some funders also suggest imposing targets on startups
or scale-ups is not advisable due to prevailing uncertainties. The initial focus should be on diligent
work toward product development and maximizing impact. Setting targets becomes more feasible
once the business is well-established and running smoothly. Positive incentives are also
encouraged. Another funder states that he favors bonuses (aligning everyone with the same goal).
However, they should be based on a good set of criteria: impact targets should be based on a
range to achieve, not a specific number, taken over a couple of years (long-term based). Also,

criteria for all stakeholders should be in there (e.g., customer satisfaction).

Social enterprises often disagree with material or financial incentives being the primary
motivators, as these tend to be weaker in a social enterprise context. However, correlating
financial outcomes with impact can be beneficial. It is stated that there are two notable
exceptions where financial incentives seem compelling: 1) Offering cheaper capital, such as lower
interest rates, when impact targets are met, and 2) Linking bonus payments for impact venture
capitalists to the achievement of impact targets. Additionally, social impact can sometimes be too
vague or influenced by factors beyond the enterprise's control. Hence, it is hard to set demanding
goals, and could result in impact washing. Another perspective from the social enterprises is that
establishing new objectives often requires initial phases of research, piloting, and testing before
robust impact targets can be set, necessitating adequate funding to facilitate these foundational
activities. Another social enterprise states that it depends on the organization's stage and the
company's purpose. Startups are more likely incentivized by having the same values as the

funders.

Sbh. There is a need for comparable impact KPls for social enterprises.

With an average score of 4.48 and a 95% confidence interval of [4.19, 4.77], social enterprises
strongly agree on the need for comparable impact KPIs. The range of this interval indicates some
variability but generally points to a shared understanding of the importance of such KPIs. Funders
are closely aligned with social enterprises, with an average of 4.42. The funder's interval range is
0.80, broader than social enterprises, suggesting a slightly wider spread of opinions among

funders. However, they also generally agree on the need for comparable impact KPls.
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Funders agree, as everyone demands different things. This makes it hard for social enterprises to
keep up with all the investors wanting something different. A social enterprise hints at the IMF
framework and the IRIS+ indicators for comparable KPls. One funder proposes integrating impact
KPls into the standard performance indicators for conventional businesses or even mandating
their adoption across all companies to amplify overall impact significantly—one social enterprise

demands at least transparency on how the impact is measured.

4.3 Conclusion

Funders favor using a Theory of Change to evaluate social enterprises, seeing it as a tool to
understand the steps needed to create impact and align with investor expectations. They call for a
shift from compliance to choosing the most fitting impact measurement approach and urge using
standardized KPIs while recognizing the need for adaption to specific contexts. The challenge
remains in standardizing these KPls and ensuring they are contextually relevant.

On the other hand, social enterprises acknowledge the need to define their impact indicators
tailored to their unique mission and goals. However, they also recognize the necessity to align with
funder requirements to a certain extent. The survey results reflect a strong agreement among
social enterprises on the necessity to continuously measure their impact, with funders expressing
even stronger agreement on this practice. There is less consensus regarding the financial
consequences of meeting or not meeting impact targets. Social enterprises showed more
variability in their views, with a neutral to slight disagreement on average, suggesting a caution
against rigid financial penalties. Funders had a slightly more varied set of opinions, with some
advocating for financial consequences only at a later stage of enterprise maturity and others
calling for a more nuanced approach that recognizes the challenges of start-ups and scale-ups.
There is a pronounced agreement among both funders and social enterprises on the need for
comparable impact KPls, indicating a shared understanding of the importance of such measures

for transparency.
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5. Usage of Social Impact Indicators

The previous chapter has shown that there is a need for standardized KPls, a desire to choose
them independently, and the selection of indicators that align with the preferences of funders. In
order to gain a clearer picture of how this should be shaped, this chapter is dedicated to the
research question: ‘How are the social impact indicators of SDG3 currently being used by funders

and social enterprises?

Both literature, exploratory interviews, and a survey are used to answer this research question.
These interviews contribute to enriching and supplementing the existing list of indicators. More
information on the interviewed companies and questions used can be found in Appendix B. Peer-
reviewed articles and grey literature have been used to compile the current and previously used
impact indicators for assessing organizations. The survey results provided insights into the

specific indicators that have been utilized and the manner of their application.

5.1 Approach to Indicator Selection

As mentioned, the interviews and many articles in this review also state that organizations must
choose indicators according to their Theory of Change (Cole et al., 2014; Roberton & Sawadogo-
Lewis, 2022). The indicators often fall into categories related to the inputs, activities, outputs,
outcomes, or impacts (Aceituno et al., 2017; Reynolds & Sutherland, 2013; Zhao et al., 2011).
Company 4 prioritizes the mission of social enterprises and encourages entrepreneurs to define
their own KPIs aligning with their company's values and objectives. Company 3 states that

selecting and evaluating indicators involves a trade-off between granularity and standardization.

Schneider et al. (2016) investigated the monitoring and evaluation of capacity building for mental
health in LMICs. They only used two types of indicator groups to do this. One group of indicators
was their activities, and the other was monitoring outputs. Fretheim et al. (2009) comply by saying
that in order to track the progress of a program or policy choice, indicators that are focused on
various aspects of the "results chain" (i.e., on inputs, activities, outputs, outcomes, or impacts) are
frequently used. In some situations, monitoring inputs—providing resources like persons and
equipment—might be sufficient. In others, it could be crucial to monitor the program's activities or
outputs (such as the proportion of kids who have received all of their recommended vaccinations).
Evidence suggests that policymakers, funders, and service providers deeply value the
effectiveness emphasized by performance measurement in programs with their predominant

focus on outcome measurement (Lynch-Cerullo & Cooney, 2011).

Others state that while measuring outcomes is valuable in impact investing, experts recognize its
complexity and significant costs. These challenges are especially the case for organizations just

starting out or in the early stages of their operations. When measuring outcomes is unfeasible or
too complex, organizations should track their outputs consistently. They can then use existing

research to credibly establish a link between their actual outputs and potential outcomes — a
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strategy adopted by several leading impact investors and intermediaries (Meurs, 2017). If an NGO
or donor primarily aims to verify if a project was executed as planned, they might focus on
measuring indicators related to activities and processes. This approach answers, "Did we do what
we said we would do?" Often, this verification is sufficient. Rigorously measuring indicators
related to health system functionality and population health can be resource-intensive. Without a
willingness to allocate significant resources for such detailed data, it might be enough to confirm
that the project went as planned. Therefore, the indicator matrix might only need to focus on
immediate activities and outputs in a Theory of Change (Roberton & Sawadogo-Lewis, 2022).
Practitioners must balance the data value against the effort required for data collection. In some
cases, merely confirming a project's proper execution using activity- and output-level indicators

might suffice for stakeholders (Roberton & Sawadogo-Lewis, 2022).

5.2 Indicators Found in Literature and Interviews

It is worth highlighting that various stakeholders influence data-gathering systems in global health
with their agendas and metrics. The table below gives an overview of all the databases found. The
indicators from these sources are added to the indicator database in an Excel File. The long list is

also stated in Appendix D.

Table 2: Overview indicator databases found

Indicator Articles Interviews
Databases
WHO (Abegunde et al., 2015; Aceituno et al., 2017;

Aktar et al., 2022; Cattaneo et al., 2018;
Endalamaw et al., 2022; Hammad et al., 2023;
Holvoet & Inberg, 2014; Impouma et al., 2021;
Jain & Zorzi, 2017; Knoblauch et al., 2019;
Mokdad et al., 2015; Ndomondo-Sigonda et al.,
2020; Nove et al., 2023; Obare et al., 2014;
Ruel, 2017; Thomas et al., 2021)
SDG targets (Holvoet & Inberg, 2014; Maleka, 2017; Interviews with Company 1,

IRIS+ indicators

Global Fund

Reynolds & Sutherland, 2013; Rugg et al.,
2009; Situm et al., 2021; Stenberg et al., 2017;
Tewari et al., 2021)

(Burnier et al., 2022; Tewari et al., 2021)

(Frankfurter et al., 2019; Jain & Zorzi, 2017;
Nove et al., 2023; Thomas et al., 2021; Zhao et
al., 2011)

Company 3, Company 4, Company
8, and Company 9. Also, survey
respondents mentioned the SDGs.
Interviews with Company 3,
Company 8, and Company 9. Also

mentioned in survey feedback.
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Own Indicators  (Bao et al.,, 2015; Endalamaw et al., 2022; Various interviewees also mention

Mokdad et al., 2015; Reynolds & Sutherland, that social enterprises compiling
2013, 2013; Roberton & Sawadogo-Lewis, their own KPIs is necessary.
2022)

Other (Altare et al., 2022; Bari et al., 2021; Kickbusch ' Company 7

databases et al., 2018; Korenromp, 2012; Murray & Frenk,

2008; Nemser & Addofoh, 2022; Nove et al.,
2023; M. E. C. Silva et al., 2020; Tewari et al.,
2021: Thomas et al., 2021) (Endalamaw et al.,
2022; Obare et al., 2014) (Aceituno et al., 2017;
Hammad et al., 2023; Taggart et al., 2022)

World Health Organization (WHQO) indicators

The WHO published a report in 2023 on World Health Statistics (World Health Statistics 2023,
2023). The introduction of this report states that focus and investment — of both financial and
political resources - must significantly rise for the world to meet the SDG targets by 2030. The
2023 report only consists of 50 indicators aligned with the SDGs. The forerunner of this report was
the Global Reference List of 100 Core Health Indicators in 2018 (World Health Organization,
2018). The 2018 report linked the indicators in a results chain similar to a Theory of Change.

SDG targets

Logically, as this research aims to tackle social enterprise impact measurement aligned with
SDG3, the SDGs and their sub-targets play an essential role. Many articles confirm this essential
role by using the SDGs to measure impact. The UN provides a global indicator framework related
to the SDGs. The framework includes 231 unique indicators. For the database of this report, the
indicators were filtered, and only the ones related to SDG3 and its sub-targets were taken into
account. This filtration resulted in 28 unique indicators (SDG /ndicators — SDG Indicators, n.d.).
Company 1 takes a comprehensive approach by basing its model on the SDGs. They carefully
examine the sub-goals associated with each SDG and establish measurable indicators linked to
them. The SDGs serve as a universal language in their model, enabling them to compare

initiatives contributing to different SDGs.

Global Impact Investing Network and IRIS+ indicators

The Global Impact Investing Network (GIIN), a nonprofit organization, is pivotal in advancing
impact investing, offering tools, resources, and standards, such as the IRIS+ metrics for
integrated impact assessments. It provides a set of standardized metrics for describing social,
environmental, and financial performance. Some articles list these metrics; for example, Burnier et
al. (2022) emphasize the significance of GIIN and its IRIS+ metrics in promoting legitimacy and a
unified approach to impact assessment within the diverse landscape of impact investing.

However, most of this database is mentioned by multiple interviewees, and the Global Impact
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Investment Rating System uses the IRIS+ metrics (G//RS | GIIRS Company Assessment Structure,
n.d.). For the database of this rapport, the IRIS+ metrics were downloaded from the Global Impact
Investing Network website. The Global Impact Investing Network is a nonprofit organization that
works to promote and develop the field of impact investing. The Global Impact Investing Network
is a global champion for impact investing. It provides tools, resources, and guidance to investors,
asset managers, and other stakeholders interested in integrating impact into their investment
strategies. It offers a range of initiatives and services to advance the impact investing ecosystem,
including research and market analysis, impact measurement standards, and industry-building
activities. It had a total of 737 indicators. First, this list was reduced to all indicators affecting
SDG3 and its sub-targets. This reduction resulted in 160 indicators. Subsequently, the indicators
were once again filtered. The primary impact category was filtered on Health and Cross-category,

including health, and this filtration resulted in 90 indicators.

Company 3 acknowledges that IRIS+ is already regarded as a leader regarding a common
language in impact measurement. Company 3 harnesses a Theory of Change methodology for
impact quantification, leaning on established standards like IRIS+ and GRI to delineate KPIs to

ensure alignment with industry standards and investor expectations.

The Global Fund

The Global Fund is an international organization with the goal of "accelerating the end of the
epidemics of AIDS, tuberculosis and malaria". The organization is a public-private partnership and
was established in 2002. As these indicators are very context-specific, these indicators are not

added to the database.

Own indicators and other organizations

The reviewed articles also name other international organizations such as UNAIDS, bilateral
development organizations like the Centers for Disease Control and Prevention (CDC) and USAID,
as well as private contributors like the Bill and Melinda Gates Foundation, and that they often
impose their agendas and metrics on data gathering systems (Thomas et al., 2021). Roberton and
Sawadogo-Lewis (2022) support this notion, stating that donors often have pre-specified
indicators and that some NGOs have developed a relevant list of indicators. Other articles use
their own indicators (Bao et al., 2015), the number of lives saved (Korenromp, 2012) or Quality-

Adjusted Life Year (QALY) (Werkgroep SDG-impactmeting, n.d.).

In conclusion, many articles state databases where indicators could be picked, but it is also stated
that organizations often have pre-specified indicators or have to come up with their own
indicators. The interviews with funders also showed that they used their indicators, IRIS+
indicators, or SDG indicators. All these different sources make it difficult for social enterprises to

navigate their way to the right indicator to use.
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In this research, 211 unique indicators were identified; the complete list is stated in Appendix D. It
is noted that 29 WHO indicators and the SDG indicators are the same. The remaining WHO
indicators that do not overlap with the SDG targets are very specific and context-focused. The
IRIS+ indicators focus more on 'business'- like indicators (e.g., employee benefit and operations).
Many of the scientific articles focused on identifying indicators relevant to specific categories.
Examples include articles focusing solely on indicators related to universal health coverage,
reproductive health, or non-communicable indicators. Grey literature, company interviews, and
reports identify indicators that could be applied more generally. The indicators are categorized

based on theme, as found in Appendix D.

5.3 Usage of Indicators by Social Enterprises and Funders

This research used a survey to understand how social enterprises and funders utilize generic
social impact indicators. The survey focused on identifying the use of these indicators, how the
categories within the Theory of Change are used, and whether there is an emphasis on the

potential adverse effects of an organization.

The indicators used in the survey are based on the indicator list stated in Appendix D. The
selection of indicators had to be generalizable and applicable to most social enterprises related to
SDG3; therefore, the category-specific indicators have not been used in this survey. This research
focuses on social impact indicators; therefore, this survey has not used business-oriented
indicators. A selection of indicators emerged as the most generalizable from discussions with
funders, social enterprises, and grey literature, the complete list stated in Appendix D. A few
indicators were added to this list. From the interviews with funders and social enterprises, it
became apparent that, generally, there was more focus on the potential positive effects of a

business than on the potential negative effects. This will be further discussed in the next chapter.

Additionally, few indicators targeting negative effects were found in the extensive list of
indicators. To further investigate this, several indicators focusing on potential negative
consequences have been added to the general list of indicators in the survey. These added
indicators include, for example: Increase in medical waste produced in areas with the intervention
(kg) and Job losses in sectors impacted by the health intervention (e.g. decline in employment in
tobacco industry after an effective anti-smoking campaign, nurses losing their jobs due to

technological innovation) (#).

Another objective of the survey was to ascertain how funders and social enterprises employ
different categories of the Theory of Change. Therefore, the survey's selection of indicators was
strategically based on including at least two indicators from each category. Each indicator in the
survey corresponds to a specific category within the Theory of Change framework. This analysis is
designed to examine the type of data utilized for each category by social enterprises and funders,

providing insights into their application.
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The indicators are grouped according to the following definitions (UNCHR, 2018):

- Input: The resources used to implement activities

- Activity: The processes or actions taken by the social enterprise to achieve outputs and
move toward outcomes
Output: The direct and early results of an intervention of a social enterprise

- Qutcome: The intermediate results of an intervention of a social enterprise

- Impact: The long-term results of an intervention of a social enterprise

Nineteen indicators that aimed to touch various subjects were selected according to the above
criteria. The survey asked about 19 indicators of social enterprises and funder whether these
indicators have ever been used. If yes, with what kind of data, qualitative, quantitative, or
guestimate? If not, is that because this indicator is not relevant, or could it be relevant, but they
just have not used it? The chosen indicators are shown in Table 7, along with some descriptive

descriptions of indicator use.

Table 3: Descriptive descriptions of indicator use (on as scale of 1 to 5) whereby 1 is not used. irrelevant

indicator and 5 is used with precise data (quantitative)

Theory of Mode Median Interquartile
Change Range
category
Indicator SE Funder SE Funder SE Funder
1. Hospitalization days avoided due to the Outcome 1&3 2 3 3 2 2
intervention of social enterprise (# days)
2. Number of lives saved due to the Outcome 4 4 3 4 2 1.25
intervention of social enterprise (#)
3. Improved life expectancy of impacted Impact 2 4 2 4 1.5 0.25
area (years)
4. Quality-adjusted life years (QALY) Impact 2 4 2 4 1.5 1
5. Sick days avoided due to the intervention Outcome 2 4 2 3 1 2

of social enterprise (# days)

6. Ratio of medical staff to patients or Input 2 2 2 2.5 3 2.25
participants in the program (%)

7. Number of medical products or devices Input 1 1&2 2 2 3.5 2
sourced with recognized environmental or

ethical certifications (#)

8. Prevalence of other diseases increasing Outcome 2 2 3 2.5 1.5 2
inversely to the target disease of social

enterprise (#)

9. Number of people reached with improved = Outcome 4 5 4 4.5 2 1
health care (#)
10. Job losses in sectors impacted by the Outcome 1 5 1 4.5 1 1

health intervention (e.g., the decline in
employment in the tobacco industry after an
effective anti-smoking campaign, nurses
losing their jobs due to technological
innovation) (#)
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11. Cost reduction of health treatments (%) Outcome 4 2 4 2 0.5 0

12. Reduced healthcare spending (%) Impact 4 2

~
w
—

2.25

13. Amount of the products/services sold by = Output 5 2,3&4 5 3 1 2
the social enterprise (#)

14. Number of people served by the Output 4&5 5 4 4 1 3
intervention of social enterprise (#)

15. Increase in medical waste produced in Outcome 2 2 2 2 1 1.25

areas with the intervention (kg)

16. Demographics of the clients (female, Input 5 5 4 4 3 2

rural, poor, no access before, etc.) (%)

17. Number of employees who received Activity 1 5 2 35 1.5 3.25

healthcare benefits through the

organization’s programs during the

reporting period (#)

18. Number of occupational injuries that Activity 1 2 1 2 0.5 2

affected any full-time, part-time, and

temporary employees of the organization

during the reporting period (#)

19. Number of vulnerable populations Output 4 5 4 3.5 2 2.25

reached by health program (#)

General analysis:

Indicator 10 (Job losses in impacted sectors) and Indicator 18 (Occupational injuries)
show differences in usage between funders and social enterprises. Social enterprises
underutilize these indicators, possibly finding them irrelevant. In contrast, funders use
these indicators more frequently, likely due to their focus on minimizing risk and
understanding the full scope of impact, including potential negative outcomes. Similarly,
indicator 15 (Increase in medical waste), a potential negative impact indicator, is largely
unused by both parties but found relevant in general. Indicator 8 (Prevalence of other
diseases increasing inversely to the target disease of social enterprise) is used relatively
more by social enterprises and funders. From these results, it could be concluded that
social enterprises use indicators that focus on negative social impact less. One reason for
this could be that they have a scarcity of resources. Instead, they focus on the potential
positive impact of their enterprises. On the other hand, funders want to minimize risk and
will, therefore, handle this more carefully

Indicator 17 (Employees receiving healthcare benefits) exhibits a notable difference in
usage. Social enterprises show limited use of this indicator, implying it might not be a
priority in their impact assessment. Funders, however, engage with this indicator to some
extent, possibly using it to evaluate the social enterprises’ internal practices and employee
benefits. The interquartile range of funders and social enterprises is relatively high,

indicating a diverse set of observations for this indicator.
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e Indicators 19 (Vulnerable populations reached) and 16 (Demographics of clients) are used
by social enterprises and funders with primarily quantitative data. However, there is a
significant variability of answers. These indicators align with the fundamental mission of
social enterprises, as these indicators directly reflect the depth and reach of their social
impact.

e Indicators 2 (Number of lives saved due to the intervention of social enterprise), 9 (People
reached with improved healthcare), 13 (Products/services sold), and 14 (People served by
intervention) show a high median among social enterprises, indicating frequent reporting
with quantitative data. These indicators focus on the reach of social enterprises. Funders
also commonly quantitatively utilize these indicators, reflecting a shared interest in
quantifying the social enterprise's reach.

e Indicators 11 (Cost reduction in health treatments) and 12 (Reduced healthcare spending)
pertain to affordability in healthcare. Despite expectations, these indicators show a higher
median usage among social enterprises than funders. This is surprising given the financial
focus of funders, suggesting that social enterprises are more actively engaged in tracking
and reporting financial efficiencies and cost reductions in healthcare.

e Indicators 3 (Improved life expectancy) and 4 (Quality-adjusted life years) show a big
difference in usage between funders and social enterprises. These have been almost
unused by social enterprises but are considered important. On the other hand, funders
have primarily used these indicators with quantitative data. This may mean that social
enterprises want to measure these indicators but do not have the resources. These
indicators concern more long-term impact indicators, which entail much uncertainty and
are difficult to measure.

e Indicators 6 (ratio of medical staff to patients or participants in the program) and 7
(Number of medical products or devices sourced with recognized environmental or ethical
certifications) say something about the quality of the products of the social enterprises.
Social enterprises or funders often do not use these indicators but have a high variability

in answers.

5.4 Potential Subset of Indicators

In order to identify a potential subset of indicators for measuring the social impact of social
enterprises, the following steps were taken. First, the most frequently used indicator by social
enterprises with precise data was identified. This indicator turned out to be indicator 13 (Amount
of the products/services sold by the social enterprise), as this indicator was used by 13 of 19
social enterprises. All respondents were deleted to see which indicators covered the remaining
social enterprises. These were indicator 1 (Hospitalization days avoided due to the intervention of
social enterprise), indicator 5 (Sick days avoided due to the intervention of social enterprise),

indicator 8 (Prevalence of other diseases increasing inversely to the target disease of social
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enterprise) and indicator 9 (Number of people reached with improved health care). These five

indicators cover all social enterprises with precise data.

The same analysis was performed on the funders. Indicator 9 (number of people reached with
improved health care) and indicator 10 (Job losses in sectors impacted by the health intervention
(e.g., the decline in employment in the tobacco industry after an effective anti-smoking campaign,
nurses losing their jobs due to technological innovation) are both used precisely by 6 out of 12
funders. The same steps are taken as stated above, and indicator 14 (Number of people served by
intervention of social enterprise) is the last remaining indicator both times. Indicator 14 is used by

two out of the remaining six funders.

Indicators 1, 5, 8, 9, and 13 cover all social enterprises with precise indicator quantification data.
The same goes for indicators 9, 10, and 14 for the funders. Notably, indicator 9 appears in both

subsets, so this is a critical indicator that should be further analyzed.

Table 4: Potential Subset

Indicator Found in the Found in social
funder subset? enterprise

subset?
1. Hospitalization days avoided due to the intervention of X
social enterprise (# days)
5. Sick days avoided due to the intervention of social X
enterprise (# days)
8. Prevalence of other diseases increasing inversely to the X
target disease of social enterprise (#)
9. Number of people reached with improved health care X X
(#)
10. Job losses in sectors impacted by the health X
intervention (e.g., a decline in employment in the tobacco
industry after an effective anti-smoking campaign, nurses
losing their jobs due to technological innovation) (#)
13. Amount of the products/services sold by the social X

enterprise (#)
14. Number of people served by the intervention of social X

enterprise (#)

5.5 Usage of the Categories of the Theory of Change

Figure 8 shows the frequency tables of the different Theory of Change categories. The indicators
have been evaluated on a scale of 1 to 5, where 1 stands for ‘not used, irrelevant indicator, and 5
for 'used, precise data (quantitative)'. The descriptive values are stated in Table 10 below, and

accordingly, the following observations are made:
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Social enterprises most frequently utilize input indicators with precise, quantitative data,
whereas funders, while not using them as frequently, still find them relevant. The median
indicates that social enterprises and funders provide qualitative data for input indicators.
However, the wider interquartile range suggests greater variability in the responses,
particularly from the social enterprises.

The indicators of the activity category are generally not to be found relevant by the social
enterprises, possibly because this category is too specific and the indicators are not
widely applicable. Funders also do not often use this category, but when they do, they
usually use precise data.

The output indicators are often used with quantitative precise data by the social
enterprises and funders. Both groups exhibit response variability, with funders having a
slightly wider range of views.

For the outcome indicators, if the funders had used them, it was mainly with a
guesstimate, which is to be expected following the Theory of change. Both groups show
moderate variability, indicating some differences in views, but less pronounced than in
other categories.

Most of the funders have used the impact indicators with a guesstimate, while social
enterprises have not used the impact indicators but found them relevant indicators.
Funders have lower variability in answers for these indicators than social enterprises,

indicating more consistency in using these impact indicators.

Table 5: Descriptive data of categories Theory of Change

Mode Median Interquartile
Range
Indicator Category SE  Funder SE Funder SE  Funder
Input 5 2 3 3 3 2.25
Activity 1 285 1 2.5 1 3
Output 5 5 4 3.5 2 3
Outcome 2 2 2 3 2 2
Impact 2 4 3 4 2 1
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Overview data usage of Theory of Change categories
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B Used, precise data (quantitative)

Figure 8: Frequency data usage of Theory of Change categories by funders (n=12) and social

enterprises(n=19)

5.6 Conclusion

The literature reveals various sources that have been used to identify indicators for assessing the
impact of organizations. Interviews have uncovered additional databases of indicators, and they
showed indicator databases that are cited by both funders and social enterprises. Furthermore,
the interviews indicate that some funders possess their own unique set of indicators. A small
subset of general impact indicators has been identified to understand better which types and
sorts of impact indicators are employed for data analysis. This subset suggests a lesser focus on
potential negative impact indicators than positive ones. This focus could imply that a social

enterprise could inadvertently generate a negative social impact if not properly managed.

Additionally, a potential subset of indicators with precise data used by all enterprises and funders
has been identified. This subset includes Indicators 1 (Hospitalization days avoided due to the
intervention of social enterprise), indicator 5 (Sick days avoided due to the intervention of social
enterprise), indicator 8 (Prevalence of other diseases increasing inversely to the target disease of
social enterprise) and indicator 9 (Number of people reached with improved health care), indicator
10 (Job losses in sectors impacted by the health intervention (e.g. decline in employment in
tobacco industry after an effective anti-smoking campaign, nurses losing their jobs due to
technological innovation), indicator 13 (Amount of the products/services sold by the social
enterprise) and indicator 14 (Number of people served by intervention of social enterprise) for

both funders and social enterprises. Indicator 9, the number of people reached with improved
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healthcare, has been recognized by both groups, highlighting its importance as an indicator. These
indicators are mostly directly tangible. This could give a wrong overview of how much social

impact social enterprises create.

The literature also reflects a disagreement on which type of data should be emphasized by social
enterprises when quantifying their impact. The survey has attempted to provide more clarity on
this matter. It appears that input and output indicators are often used with quantitative, precise
data, whereas outcome and impact indicators are more commonly estimated. There is little to say

about the activities category.
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6. Areas of Importance

The previous chapter provided an overview of the indicators used to measure the social impact of
social enterprises. It also showed how social enterprises and funders use several generic

indicators.

This chapter seeks to answer the third research question: ‘What aspects are considered important
by funders compared to those deemed important by social enterprises?’. This chapter concluded
from the interviews with funders and social enterprises and looks at different areas of importance
when assessing a social enterprise. A detailed description of the companies that were interviewed
and the questions asked are stated in Appendix B. To repeat, companies 6,7,8,9 and 10 are

funders, and companies 11,12,13 and 14 are social enterprises.

6.1 Aligning Visions of Social Enterprises with Funders’ Strategic Goals

The mission of social enterprises must be aligned with the funder's strategic goals. This
conclusion emerges from the funders' interviews. Companies 6 and 7 both demonstrate a
structured funding approach, with an imprint on alignment with organizational themes and goals.
Company 7's investments, while covering various facets of SDG3, are driven by guidelines from
their board of directors, which ensure congruence with the organization's expertise and goals.
This congruence is so present that if a project has much direct impact, it must still align with the
foundation's expertise to receive funding. This need for alliance is because the foundation has its
own Theory of Change, and the companies they invest in must fall in this line. This way, the
investment helps them achieve their own goals. This alignment of strategic buckets is also crucial
for company 8. For example, they stay as far away from medical products as possible, as in the

long run, that is not in line with their sustainability goals (company 8).

The geographic area where funders operate also appears to affect their strategic goals. Indeed,
Company 9 states that they use national and EU-level targets to distinguish the importance of
healthcare issues and align their focus with global priorities such as the SDGs. Their strategy
includes a comprehensive impact analysis, focusing on the scope and depth of healthcare issues
to determine where the most significant impact can be made (Company 9). Geographically, their
investments are limited to the EU, focusing on democratizing information and improving access to
health care. Company 10, operating exclusively in the Netherlands, employs a nuanced strategy.
They carefully analyze the bottlenecks inherent in the local healthcare system and strategically
invest in initiatives to prevent, replace, and reduce expensive care. They also focus on assessing
the market size of interventions in specific regions to measure the potential scale of their impact
(Company 10). Company 10 prioritizes proposal research in its evaluation process and ensures it
aligns with its overarching goals and strategic objectives. In addition, they assess the market size
of interventions within specific regions, allowing them to estimate the potential size and scope of

their impact effectively. The literature has also found that health information systems are often
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used to identify where more investment should be made by government and international support
(Boerma & Stansfield, 2007; Reynolds & Sutherland, 2013; Rommelmann et al., 2005). (M. E. C.
Silva et al., 2020) showed a different approach to identifying areas in need of investment. They
categorized specific areas of need into four domains: geographic, population characteristics,
health system, and health status. With this framework, they could determine which areas needed

the most investment in health. So this is in line with what the funders say.

The fact that social enterprises can align better with funders who find the same important is also
emphasized by social enterprises. Enterprise 14 states that aligning with actual impact investors
who care about their work is crucial. Enterprise 14 sees that these challenges often get in the way
of innovation. This same company also finds that support from investors who believe in their
mission can broaden the appeal of other funders, thereby increasing impact. This synergy can
attract more influential backers, facilitating policy influence and business growth. Another social
enterprise, Company 12, also indicates that finding a funder who fits the company's goals and
strategies is essential for a mutually beneficial partnership. If not, the social enterprise will have
to adapt to the funders' requirements. This adaption is undesirable as it can lead to less focus on
the original mission. Company 11's mission is twofold: improving access to health care and
reducing carbon emissions. Company 11 typically selects impact indicators that best align with
their dual focus on the environment and healthcare, allowing them to access a broader range of

themes and align with the priorities of potential funders.

6.2 Balancing Profit and Impact in Social Entrepreneurship
The interviews clearly showed that funders place great importance on the financial sustainability
of a company as this aspect is crucial for the survival chances and thus also for achieving societal

impact by a social enterprise.

The interviews with funders emphasized this greatly. Company 7 states that financial
sustainability is particularly vital for social enterprises, even more so than NGOs. This importance
is because self-sufficiency aligns inherently with social enterprises' organizational nature and
objectives. They find it essential for enterprises to establish a foundation that enables them to
remain autonomous and realize their impact after receiving initial funding. Company 6 agrees with
this and emphasizes how important it is to prevent projects from becoming continuously
dependent on external funding to survive; projects must have strategies to generate income
independently so that they can continue to exist and have an impact without being dependent on
continuous external financial support (Company 6). Company 8 thus states that they only donate

money to self-sufficient initiatives.

Company 7 finds it very important to know the true purposes of social enterprises as they must
balance profit and impact. Social entrepreneurs must ensure that the profit, essential for

sustainability, is diligently reinvested to maximize social impact. Company 6 prefers organizations
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with an ANBI status that align with their thematic focus to ensure that social enterprises have
their impact as their priority. This ANBI status ensures that the organization is almost entirely
committed to the general interest. The interviews show that companies 6 and 7, both foundations,
find impact significant alongside whether a company is well put together financially. With
company 10, an impact investor, this needs to be clarified. They state that their impact matrices
are not very developed. As a company, its strategic focus mainly lies on reducing healthcare costs.
Therefore, the indicators they are mainly concerned with are the reduction of the cost of
treatment or QALY. They mainly focus on how large the market is for a particular disease. Both
the business and social business cases must be positive (company 10). They also state that the
healthcare sector has conflicting interests when looking at the interest of the patient and the

interest of society.

An example is developing a drug for rare diseases. Even though the product has a small market,
pharmaceutical companies still want the same return on investment. In order to get this same
return, the drug price would have to go up. This is a difficult decision because the trade-off is
between people's lives and making money (Company 10). Company 8 agrees and argues that
selling health care to the highest bidder is not functional as it happens a lot today; this is
especially true for health care in the global south (Company 8). Thus, Company 8 also argues that

incentives must change to bring this about.

According to Company 9, an impact investor, business, and impact indicators should go hand in
hand and not be sacrificed for the other. They call it a 'stepped ladder alignment," which means
that as one increases, so does the other. Company 9 also states that reporting on impact is even
more critical for enterprises in healthcare because there is much potential for adverse external
effects. Because of the risks, this company is reluctant to invest in social enterprises in healthcare
and, therefore, has invested in a few enterprises (Company 9). In addition to being self-sufficient,
companies 6, 7, and 8 are also looking for an innovative mechanism with a market opportunity or

can subsequently be taken over by public healthcare.

Social enterprises also note that impact investors often prioritize business aspects and sometimes
focus more on profitability than actual impact. For example, Company 13 states that despite their
product being cost-effective compared to alternatives, investors often propose price increases to
raise revenue. This indicates a more substantial interest in financial profits than in societal
benefits. Company 13 says that investors consider impact a secondary, "good to know" factor
rather than a necessity. Company 13 believes in a balanced approach, where business and impact
figures are intertwined for holistic growth. They emphasize the importance of tracking impact
alongside revenue and see this as essential for accelerating growth. Their unique perspective
redefines business metrics, such as monthly revenue, as "lives saved," underscoring their
commitment to making a meaningful difference while maintaining financial sustainability.

Company 12 also notes that financiers weigh sales or sales potential heavily when evaluating an
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investment. The business case is built around the impact of the disease and its prevention.
Demonstrating actual impact is crucial and must be consistent with the original goals and
promises. The size of the disease being addressed also affects the total impact and correlates
with market size. Company 11 also sees a predominant focus on the business plan in funding
applications, often making up about 70 percent of the evaluation criteria. This emphasis on
business viability is also reflected in conversations with financiers. In the first conversation, the
impact a company wants to make is often discussed briefly, and then the conversation shifts to

the company's business plan.

6.3 Beyond Good Intentions: A Critical Look at Social Impact

In the interviews, a social enterprise emphasized that funders often ignore the potential negative
consequences of interventions. Company 14 cites as an example initiatives that provide payment
plans for motorcycles in Kenya, which have independence as a positive consequence. However,
the risk of accidents also increases as there are more motorcycles due to the intervention. This
increase in accidents affects people's ability to work and earn money. Investors claim to stimulate
the motorcycle industry by providing loans and insurance, making people more independent.
However, they often overlook the uninsured motorcyclists and the resulting loss of livelihood due
to accidents. According to the social entrepreneur, impact investors must conduct thorough due
diligence to add value truly and have a meaningful impact. The funders also raise this
phenomenon. According to Company 8, there is a problem: Companies have no incentive to
change if the positive and negative external effects of behavior do not appear on the balance
sheet. According to Company 8, the game must change rather than just working on the symptoms.
Impact measurement is so rigid that it needs to be more flexible and come out of the outdated,
completely outdated, numbers-based accounting approach. There must be a way to report what is
good, what is wrong, and what works as long as people do not lie to fall into a specific industry for
better taxes (Company 8). According to Company 8, products can be directly linked to social

impact or cross-subsidy products, which can be both negative and positive.

A positive example is a company that employs blind women to detect the early stages of breast
cancer. This not only employs blind women but also enables the disease to be detected earlier. On
the other hand, a negative example is offering free eye surgery in India, intended for people who
cannot afford it. However, people are also flying from the United Kingdom to India to claim this
operation because it is cheaper there, causing negative external environmental effects. These

potential negative externalities need to be thoroughly investigated (Company 8).

6.4 Navigating Impact Quantification

It remains to be seen which impact categories from the Theory of Change the social enterprises
should focus their reporting on. In discussions with funders, the following emerged regarding

quantifying the Theory of Change categories. Company 9 says that credit can only be given to
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KPls that can be accurately measured. Difficult-to-quantify indicators are included in a company's
Theory of Change and written down. However, social enterprises do not necessarily get credit for
these as they cannot be proven. Company 7 also states that its primary focus is on making a
direct, demonstrable impact rather than just creating conditions that could ultimately lead to
improved access to healthcare. This is because the funder has its own Theory of Change and
needs to know how much impact they are responsible for through the results of their investments.
According to Company 7 and Company 8, the attribution factor also influences this. The
attribution factor involves the amount of impact of a social enterprise on which the funder can be
charged. Company 8, however, states that more collaboration between financiers is needed. More
complementary investments are desired as they give the financier less risk and ensure that the

investor reports only once instead of multiple times.

Company 7 states that social enterprises should report on their direct impact (e.g., the number of
screenings and training). The indirect impact, often seen as a potential effect of an intervention, is
challenging to quantify and often leads to double counting of effects. In collaboration with the
social enterprises, what they realistically can account for is examined, varying per project.
Organizations must acknowledge their responsibility for the impact made despite inevitable
simplifications of reality (Company 7). Therefore, Company 10 usually invests in companies
already scaling because more data is available. Company 8 is a foundation and only donates
money. However, they still expect as high a social return on their investment as possible. If
specific goals are unmet, this can lead to withholding funding, as this is the only means of
pressure they have. Usually, they work with self-reported figures, but sometimes, they hire a third
party to validate the claimed impact. They contact people on the ground and check if the claims
are correct (Funder 8). Company 6 emphasizes the major challenge of data collection in Africa.
Collaboration with local governments and organizations is necessary. According to Companies 6
and 7, however, these governments in LMICs often have less incentive because they think
Western funds are often available. According to Company 8, a robust impact report can motivate

local governments to invest more in specific initiatives.

Social Enterprise 11 states that measuring impact in healthcare is very complex. They now rely on
academic research to estimate the potential impact in healthcare, but precise quantification
remains challenging due to the inherent uncertainties in healthcare. The process thus remains
largely speculative. When seeking funding, they often face the challenge of reporting the expected
impact despite being in the early stages. The difficulty lies mainly in accurately quantifying these
expected effects. Often, they notice that an estimate of the expected impact is also sufficient

because they are still in that early stage.

6.5 Insights from Social Enterprises and Funders on Indicator Priorities
Three propositions were developed based on the above findings from interviews with funders and

social enterprises. The interviews still need to reveal which indicator category social enterprises
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should focus on and with what kind of data. Further research was also desired on the possible
focus on positive impact rather than potential negative externalities. These statements were
included in a survey, where respondents were asked to indicate their level of agreement on a
scale of 1 to 5, where 5 stood for "Totally agree" and 1 for "Totally disagree. The weighted mean
of the scores for each statement is shown in Table 6. The bar graph of each statement is shown in

Figure 9. The results of the statements are discussed below.

Table 6: Weighted average score and confidence interval statements 6-8 (Scale:1-5)

Statements Weighted 95% Weighted 95%
Average Score = Confidence Average Confidence
SE (n=25) interval SE Score interval
(n=25) Funders Funders
(n=19) (n=19)
S6. Given limited resources, small to medium 3.45 [2.83, 4.07] 2.77 [1.91, 4.63]

social enterprises should prioritize quantifying

input, activity, and output indicators versus

outcome and impact indicators when applying

for funding.

S7. A back-of-the-envelope calculation is 3.05 [2.42, 3.68] 2.31 [1.44, 3.18]
enough for small to medium-sized social

enterprises to show their outcome and impact.

S8. When assessing the impact of social 3.8 [3.18, 4.42] 3.77 [3.02, 4.52]
enterprises, there is a bigger focus on potential

positive impact of the social enterprise versus

on unintended negative consequences.
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Percentage of agreement of funders (n=13) and social enterprises
(n=20) per statement 6-8
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Figure 9: Agreement of statements 6-8 of funders and social enterprises

S6. Given limited resources, small to medium social enterprises should prioritize quantitying input,
activity, and output indicators versus outcome and impact indicators when applying for funding.
The average score of the social enterprises is 3.45, indicating a moderate agreement that small to
medium social enterprises should focus on quantifying more immediate measures like input,
activity, and output indicators rather than long-term outcome and impact indicators when applying
for funding. The confidence interval range shows relatively wide spread of opinions among social
enterprises. Funders have a lower average score of 2.77, suggesting a weaker agreement with the
statement than social enterprises. The wide confidence interval indicates a diverse range of

opinions among funders, suggesting no strong consensus exists.

S7. A back-of-the-envelope calculation is enough for small to medium-sized social enterprises to
show their outcome and impact.

Social enterprises are neutral towards this statement, indicating a mixed opinion on whether
simplistic calculations can demonstrate outcome and impact. The spread suggests a variety of
opinions, with some social enterprises believing that more detailed calculations are necessary and
others finding more straightforward calculations sufficient.

Funders disagree with this statement, suggesting that they prefer more comprehensive and
detailed calculations when evaluating the outcome and impact of social enterprises. The high
standard deviation indicates diverse opinions, but the general trend leans towards disagreement.
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S8. When assessing the impact of social enterprises, there is a bigger focus on the potential
positive impact of the social enterprise versus unintended negative consequences.

The average score of 3.8 indicates that social enterprises generally agree that there is a greater
focus on the potential positive impact. The confidence interval suggests a reasonable consensus
but with some variation in views. The funder's average score of 3.77 is very close to that of the
social enterprises, indicating a similar level of agreement. Their confidence level is slightly wider

than the social enterprises, indicating a marginally broader opinion range among funders.

6.6 Conclusion

Funders have their own Theory of Change and strategic objectives. The geographic location is
often linked with these objectives. The number of people affected determines the amount and
depth of the impact social enterprises can make, similar to a standard business case. The funders
also want to achieve the most impact for their strategic objectives. Therefore, they want social
enterprises that align with their goals. Attribution is therefore also important. Funders need to
know how much impact they are accountable for. Therefore, they favor direct, quantifiable impact.
More vaguely quantifiable outcome and impact indicators are noted, but social enterprises will not
necessarily receive credit for it. Funders want to know how much impact they are accountable for.
According to social enterprises and funders, the negative consequences of interventions should
be looked into more. More due diligence is necessary by funders. One funder states that
companies must account for these positive and negative externalities to report on them. Given
limited resources, small to medium-sized enterprises should prioritize quantifying input, activity,
and output indicators versus outcome and impact indicators when applying for funding remains
debated. Social enterprises tend to agree more with these statements than funders, as they tend
to disagree more. However, the high variance shows that there is much disagreement between
both funders and social enterprises. If then a back of the envelope was enough for the social
enterprises to quantify the data. A significant difference can be seen between funders and social
enterprises. Funders lean toward disagreement; however, some also agree with the statement.
The social enterprises are neutral. However, the opinions are very mixed. An agreement can be
found in the fact that there is more focus on positive than negative impact when assessing social

enterprises. It is also essential to capture the scale of impact made and the depth of the impact.
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/. Discussion

In this chapter, the discussion revisits the main findings and interpretations derived from the
results. Additionally, the primary limitations of this research are addressed, and suggestions for

future research are presented.

7.1 Reflection of Findings

The Theory of Change has deviated from its original purpose. This shift in application has
redirected its focus from promoting internal learning and organizational improvement to meeting
external accountability requirements. This change, coupled with the existing power dynamics
between funders and social enterprises, could compel the latter to prioritize presenting favorable
results, portraying a picture of success that aligns with funders' expectations. This situation is
further exacerbated by the resource dependency between social enterprises and funders, as
social enterprises depend entirely on funding decisions. This change could also lead to impact
washing, where actual effects are overstated or misinterpreted, potentially resulting in resource
allocation not favoring the most impactful social enterprises. Initially designed for internal
application, the Theory of Change aimed to illustrate how a social enterprise catalyzes changes
and achieves impact (Bugg-Levine et al., 2012; Grieco, 2015). The demand for the Theory of
Change by funders is first mentioned in the literature (Breuer et al., 2016; Chapman et al., 2023;
Esponda et al., 2021; Jackson, 2013; Prinsen & Nijhof, 2015). Subsequent interviews with several
funders revealed that a Theory of Change is often expected of social enterprises to demonstrate
their anticipated impact. This expectation arises because it helps funders assess if social
enterprises align with their own Theory of Change, as evidenced in both interviews and literature
(Lynch-Cerullo & Cooney, 2011). Interviews with both social enterprises and funders showed the
importance of alignment between social enterprises and funders who share the same mission and
objectives for funding. These interviews also revealed a tendency to emphasize potential positive
impacts over negative ones, confirmed by survey results from both groups. This emphasis may
stem from social enterprises avoiding transparently mapping out potential negative impacts to

prevent losing funding to others with a more positive-only image.

The broad criteria for defining ‘impact investors’ also contribute to this trend. Since impact is
perceived differently by various actors, the inconsistent application of the 'impact first' label
makes it difficult to discern authentic impact-driven intentions. This inconsistency can lead to
challenges for social enterprises in anticipating funders' values, potentially resulting in diminished
impact and slower achievement of social impact goals. In impact investing models prioritizing
impact first, the primary objective is generating quantifiable social impact, with financial returns
being secondary. These returns can vary, extending from simple capital repayment (equivalent to
a 0% return) to a return that aligns with market rates adjusted for risk. However, from interviews
with funders and social enterprises, impact perceptions vary. One ‘impact first’ funder admitted

that their impact metrics are underdeveloped. Social enterprises noted that in discussions with
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impact funders, the importance of impact is often seen as a bonus rather than a necessity, lacking
a clearly defined minimum value. If capital managers, claiming to prioritize impact, are still
primarily driven by financial returns, there is a significant risk of neglecting the true essence of

social impact.

Consequently, incentives must be created that encourage honest reporting from both funders and
social enterprises. Without such measures, the full spectrum of an enterprise’s impact remains
obscured, as the fear of unfavorable perceptions can deter full transparency. Without the
incentive for complete transparency, even a social enterprise aimed at positive societal
contributions may inadvertently create negative impacts, diminishing its overall social impact on
society. For funders, it is essential to cultivate a change in the mindset. Achieving this cultural
transformation hinges on our ability to place an understanding of social impact on equal footing
with the appreciation of economic value. These incentives must come from the actors in the

power/interest matrix (figure 10) with the most
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Power Government
. . . . iah-| _\lﬁ‘ll
maintain control over financial resources and can e .
hBar;ks ) ‘impact first'
alter the rules in the arena. These subjects, whose Family F'%‘fq’;.“"' investors - Philanthropist
offices inve;tors Foundations
assets are mostly managed by funders, have the
leverage to press funders for concrete results. They
can significantly influence how funders, in turn,
For profit Mot For
evaluate and interact with social enterprises in the Social  profit Social
Enterprises Enterprises
decision arena. For instance, linking financial ; Impact
! organizations
bonuses to the achievement of impact could ; Impacted
' community
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funders. This shift in objectives could lead to a Figure 10: Power/Interest Grid

change in the allocation of resources to more

impact-driven social enterprises instead of social enterprises that score better economically.
Another way to create transparency is for funders to publish the Theory of Change of their
portfolio companies to allow for cross-checking. This exposes impact-washing, where unrealistic
optimistic assumptions are made and negative outcomes are neglected. These published Theories
of Change can also serve as a guideline for social enterprises to cross-check their assumptions

and get inspiration on what high-impact initiatives could be.

Another observation is that funders and social enterprises should adopt a holistic approach to the
Theory of Change rather than focusing on separate categories. Since social enterprises cannot
determine the actual social impact based on indicators before operations begin, the Theory of
Change offers a promising method for ensuring transparency and aligning assumptions from

activities to impact and only considering specific indicators, whether input, activity, outcome, or
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impact, will not encompass the entirety of the strategy. The Theory of Change is fundamentally a
hypothesis about the cause and effect within an organization's activities. It assumes that
measuring inputs will also gauge outputs and impact on the broader system under certain
assumptions (Adedeji et al., 2022; Breuer et al., 2016). Literature offers varying perspectives on
which Theory of Change categories to prioritize to report on. Schneider et al. (2016) emphasize
activities and outputs, and Lynch-cerullo and Cooney (2011) highlight the importance of
measuring outcomes. Meurs (2017) suggests focusing on outputs rather than outcomes when
resources are limited, supported by Roberton & Sawadogo-Lewis (2022). Interviews with funders
indicate a preference for easy-to-measure indicators, suggesting input, activity, and output
indicators as a priority for social enterprises to measure. Survey results reveal a split between
funders and social enterprises on prioritizing specific indicator categories. Social enterprises favor
prioritizing input, activities, and output for funding applications, using simple calculations for
outcome and impact. Funders appear less aligned with this approach, possibly due to risk
minimization and specific, detailed data preference. The question is whether there should be a
difference in prioritization. Easily measurable indicators are a good way for small to medium-sized
companies to understand the impact they are having. However, suppose the Theory of Change is
misused, and no emphasis is placed on longer-term indicators. In that case, it can create a
muddled picture of a social enterprise's social impact. A realistic picture is maintained by
continuously monitoring whether the assumptions in the intermediate steps are correct and
updating if they are not. There is also a risk of potential misalignment between the social mission
and the activities being funded, as funders may navigate towards safer, more 'easy to measure'
initiatives rather than those most needed by the communities they serve, which may be more

challenging to measure.

A suggestion would be to immediately allocate a portion of the funded resources to evaluate the
long-term results of social enterprises. By agreeing on this in advance and earmarking a portion of
the funding for this purpose, the likelihood that the evaluation will be conducted increases. There
are already companies, for example, 60 decibels or Activitylnfo, that gather actionable
benchmarked social impact data. Furthermore, more valuable insights can be derived if the
collected data is stored directly in a comprehensive central database. There needs to be
transparency concerning the data collected in a central database. Different applications of the
Theory of Change and the ensuing results should be systematically compiled to understand how
interventions impact societies in specific contexts. While much of the Theory of Change data
currently comes from scientific publications, which is very valuable, there is a need for more
empirical data from the field. If enough data is gathered regarding the impacts of different
interventions on communities, the outcomes could be displayed as a normal distribution when
compared across various contexts. This highlights the probable range within which the results of
any intervention lie. The common goal is to realize the most favorable outcome from an

intervention, and such reporting could facilitate this aim. A more accurate depiction would enable
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funders and social enterprises to gauge the possible effects of an intervention more effectively
without defaulting to the most optimistic expectations. This would lead to more effective and
realistic financing due diligence for the funders and social enterprises that want to invest their
profit in the best way. An independent organization should regulate this database. Because if a
party with specific interests managed the database, it could manipulate the data to favor certain
outcomes or interventions. An independent organization can mitigate power imbalances by

providing a neutral ground for data handling.

Another observation is that funders should offer a standardized selection of impact and outcome
indicators from which social enterprises can choose a customized subset that best fits their
impact goals. There are more than 200 KPls that social enterprises could choose from. In
literature, it was first found that there was a need for a standardized way of measuring impact
(Bassi & Vincenti, 2019; Carman, 2010). However, there was no complete agreement since
Camoletto et al. (2017) also clarified that there must be room for flexibility and diversity in social
enterprises. This was emphasized in the interviews as it is stated that it is difficult to find
standardized indicators, especially in healthcare, since the organizations are all so different. The
survey statements also revealed this contradiction. On the one hand, the survey revealed that
social enterprises are expected to create impact indicators that best reflect their business. This
emerged from both social enterprises and funders. However, it also showed a great need for

indicators that can be used to compare social enterprises.

Having a smaller list of outcomes and impact indicators will make it easier to compare social
enterprises but also have room for their diversity. It will make it easier to compare as there is a
bigger change in social enterprises that have chosen the same KPIs or because formulas to
compare between KPIs can be composed easier because the subset of KPIs is reduced. A
recommendation is to incorporate a few standardized ways of measuring impact in the indicator
list. This could be done similarly to Sl units of physics. An example is that improving healthcare for
a certain number of people equates to a certain amount of savings in healthcare expenditures for
a comparable number of people. This must also be centrally organized to avoid impact-washing
and misinterpretations between social enterprises and funders, such as the Global Impact
Investing Network or EVPA. A risk with standardized indicators is that it can make it harder for a
social enterprise to innovate and explore unknown areas (Straub et al., 2010). By offering a variety
of indicators, an indicator that best aligns with the enterprise's mission can be chosen and
mitigate that risk. However, it is best to keep in mind that even if funders do not require it, it is
essential for social enterprises to internally report on specific impact indicators that best
represent their mission. This is necessary to determine whether the impact that the social

enterprises aim to achieve is actually being reached.
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7.2 Limitations of Methodology

7.2.1 Limitations of Literature Review

From the literature, several databases have been identified that are used to assess organizations
aiming to achieve SDG3. Companies frequently mention several of the same databases, such as
the SDG sub-targets and the IRIS+ indicators. Additionally, several funders and social enterprises
have their own indicators, which have been incorporated into this study. Although efforts were
made to minimize omissions by using interviews and literature studies, there is still a significant
likelihood that some indicators still need to be included in this research. This is partly because
funders and organizations often do not make their indicators public or are reluctant to share them.
As a result, the list of indicators might be partial. However, many relevant indicators that cover a

large part of the social enterprise sector have been identified.

Moreover, a selection of these indicators was further examined in the survey. The selection aimed
to include the most general indicators applicable to most SDG3 social enterprises, but it is
possible that some essential indicators were still omitted. However, the feedback on this indicator
selection suggested that no important indicators were missing, so the study can still provide a

general overview since the indicators encompass various topics.

7.2.2 Limitations of Semi-structured Interviews

A crucial aspect to acknowledge is the potential for interviewer bias. The presence and behavior
of the interviewer might influence participants' answers, resulting in unintentional biases in the
structure of questions or the provision of follow-up feedback. There is also the potential for social
desirability bias. Interviewees might modify their responses to present themselves favorably or
following perceived societal expectations. In this research, funders may focus more on impact
than they do in reality because they believe it is expected of them. This limitation would implicate

an even more considerable emphasis on economic factors than has already been stated.

This research also focused solely on funders based in Europe. From the interviews with social
enterprises and feedback from the survey, it has been noted that European funders place more
emphasis on impact than their counterparts in Africa. Because funders in Africa do not focus on
impact, social enterprises do not measure it, as it is not perceived as having commercial value.
Therefore, the results of this research may only apply to some funders and social enterprises

across different geographical regions.

Another limitation is that this research lacks interviews with actors who fund the funders, a key
group in the funding system. Their absence results in a potential bias, as their insights,
motivations, and objectives are crucial for understanding the dynamics and impacts of funding.
Without their perspectives, the research may present an incomplete or skewed view of the
decision-making processes, fund allocation, and the broader impact of funding. In order to

overcome this limitation and gain a more comprehensive understanding, future research should
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include these actors' views, uncovering additional strategic layers, decision-making criteria, and

expectations that influence the funding decision arena.

7.2.3 Limitations of the Survey

A limitation of this study concerns the sample size of respondents who completed the survey. A
more significant number of respondents would be desirable to generalize the results better.
However, this small sample can still provide a useful indication, as the survey respondents did
represent the target demographic well. The survey may also be prone to social desirability bias,
with respondents likely answering statements in ways they perceive as socially acceptable or
favorable. For instance, funders may feel compelled to assert that a back-of-the-envelope

calculation is insufficient, even though it may be adequate. This could skew the results.

Another limitation could be the inaccurate reporting of indicator usage. Respondents might not
recall correctly whether they have used an indicator and, if so, how. This could lead to inaccurate
data regarding the actual usage of these indicators. Additionally, there is a risk of
misinterpretation, where respondents might not understand what specific indicators mean,
leading to their responses not accurately reflecting their actual behavior or opinions. This can

result in incorrect conclusions about the usage of these indicators.

A further limitation is the classification of indicators into different categories according to the
Theory of Change. While this classification was attempted as accurately as possible, others might
categorize them differently, potentially affecting the results. Although the current classification
can provide a good indication, more research is needed for precise categorization. This would
entail validating the grouping of indicators by several experts. Moreover, it cannot be definitively
stated whether the type of data used can be attributed to the category or if it is specific to the
indicator. Therefore, additional research should be conducted with a more extensive survey, which

might also explore why a particular type of data was or was not used.

7.3 Suggestions for Further Research

This research already explored the different perceptions of the various actors within the impact
assessment system of social enterprises. In order to gain a deeper understanding of these
perspectives and their impact on the strategic decision-making process, further research could
use Comparative Cognitive Mapping and game theory. Comparative Cognitive Mapping would
allow researchers to visualize and compare the mental models of various actors. Comparative
cognitive mapping can determine how each group interprets and approaches the impact
landscape by mapping these actors' ideas, assumptions, and perceived causal links. Areas of
agreement or disagreement can be found through this comparative study, which is essential for
developing strategies and coordinating actions. Game theory can then be used to describe the
strategic interactions between these actors using the insights from Comparative Cognitive

Mapping. Game theory can forecast potential outcomes based on the stakeholders' identified
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perspectives and criteria for making decisions. Researchers can explore potential equilibria and
dynamics by creating scenarios where actors follow different strategies based on their cognitive
maps, such as cooperation, competition, and negotiation. This could reveal the conditions under
which stakeholders might converge on shared strategies that maximize societal impact or,
conversely, the situations that may lead to conflict or inefficient outcomes. As mentioned before, a
limitation of this study is that the actors that fund the funders have not been included in this
research. Interviews with those actors and bringing in their perspectives would be interesting to

capture the whole system.

Another proposal for further research would be to use agent-based modeling to simulate the
behavior and interactions of the various actors in the impact system. Agent-based modeling is
suitable for modeling the complexity and heterogeneity of social systems. This research has
shown that social enterprises operate within networks of different actors, each with their
behaviors and interactions. Agent-based modeling enables the simulation of individual actions
and strategies of these actors and observes how their interactions lead to outcomes of social
impact. Follow-up research can focus on how different policy options affect funding allocation to

social enterprises and the overall societal impact.

Another follow-up study could use System Dynamics to represent the effects of financing on the
social impact of social enterprises. System dynamics is well suited for analyzing complex systems,
especially because of its ability to model the dynamics of delays and feedback loops. This method
allows researchers to simulate the Theory of Change of social enterprises in detail and thoroughly
analyze the resulting societal impact. By modeling the causal relationships and timelines
associated with investment flows and impact outcomes, system dynamics can provide insight into
how and when funding leads to intended social change and how policy can respond. System
dynamics could also be helpful to explore potential frameworks for integrating potential negative
impacts into assessments. Looking at which operational areas are more likely to generate

negative effects in other domains inadvertently could be part of this.

A further recommendation is to integrate the EMA workbench into future studies. This research
indicates that allocating funding to companies is a complex process, particularly in measuring
long-term impact. The EMA workbench is particularly suitable for uncertain future situations, and
the relationships between various components are unclear. This tool can be invaluable in
developing policies or making decisions with long-lasting effects, such as selecting social
enterprises to receive funding to achieve maximum social impact. It also enables social
enterprises to explore different strategic options, often facing uncertain markets or rapid
technological changes. This allows them to understand the potential outcomes of these options

better and make more informed strategic decisions regarding their investments.

As highlighted, the findings of this research are drawn from a relatively small sample size.

Consequently, caution should be exercised in generalizing the results, and further investigation is
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warranted. Future studies should examine these indicators more thoroughly, and it is prudent to
first validate the survey indicators with input from various social enterprises and funding entities.
Another promising avenue for research is delving deeper into the methodologies and formulas
used to calculate outcomes and impact. Is it possible to reach a consensus on specific values, and
how granular should this analysis be? The Delphi method could be used to arrive at this
consensus. Exploring the criteria under which a funder can legitimately identify as an impact-first
funder is also recommended. Establishing a certification or label could help deter so-called impact

washing among funders.
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8. Conclusion

This chapter aims to consolidate the findings and provide a comprehensive response to the main
research question. The main research question for this study is: '"How are funders and social
enterprises aligned in measuring social impact on SDG37?". The following findings were obtained to
answer the research question through a combination of information gathered from literature,

semi-structured interviews, and a survey.

This research has shown that funders and social enterprises need comparable KPIs but prefer
that social enterprises choose their own KPIs without compromising comparability. Currently,
there are too many KPls that social enterprises have to choose from, which creates a risk of
miscommunication. There is a perception that there is no easy way to create a small standardized
subset of KPIs that social enterprises can use to communicate their impact on SDG3. However,
when looking at the actual use of indicators, a very limited set of indicators could be sufficient to
express this social impact with precise data. It is noted that the Indicator Number of people
reached with improved health care is used the most by both funders and social enterprises with
quantitively precise data. The subset identified in this research consists of the following

indicators:
e Hospitalization days avoided due to the intervention of social enterprise (# days),
e Sick days avoided due to the intervention of social enterprise (# days)

e Prevalence of other diseases increasing inversely to the target disease of social enterprise

#)
e Number of people reached with improved health care (#)

e Job losses in sectors impacted by the health intervention (e.g., decline in employment in
tobacco industry after an effective anti-smoking campaign, nurses losing their jobs due to

technological innovation) (#)
e Amount of the products/services sold by the social enterprise (#)
o Number of people served by intervention of social enterprise (#)

Another finding of this research is that quantifying impact is complex, and there is a dilemma
between focusing on more easily measurable KPIs from Theory of Change categories (input,
activity, and output) and more challenging to quantify categories (outcome and impact) that better
represents the mission of a social enterprise. Literature showed that opinions differ on whether
small to medium-sized enterprises should focus on short-term, easy-to-measure output or
outcome indicators. Interviews initiated that simple calculations were enough for this stage of
social enterprises. However, funders mentioned that social enterprises only receive credit for

impact values they can demonstrate. Funders highlight that social enterprises should focus on
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simple indicators. Unsure outcomes and impact indicators are written down, but they will not
necessarily receive credit. The survey statements showed a slight disagreement between the
funders and social enterprises regarding whether quantifying input, activity, and output indicators
should be prioritized over quantifying outcome and impact indicators. Social enterprises
somewhat agreed, while funders somewhat disagreed. When looking for the quantification of the
outcome and impact indicators, a back-of-the-envelope calculation sufficed for most social
enterprises rather than for funders. This implicates a mismatch between the perception of the
funders and social enterprises and how impact could be miscalculated as the Theory of Change

needs to be seen as a whole.

This research has also found that there is a clear emphasis on the need for social enterprises to
align their missions with the strategic goals of their funders. This alignment is not just a
preference but often a requirement for funding. Companies 6, 7, and 8 demonstrate structured
funding approaches prioritizing congruence with organizational themes and goals. With this, the
Theory of Change is used as an external tool to showcase how mission and objectives align to
funders. However, this could result in the Theory of Change not being used in the way it was

initially intended.

Furthermore, a finding in line with this, interviews with funders and social enterprises, as well as
survey results, reveal that both groups tend to focus more on a social enterprise's potential
positive social impacts than the potentially negative ones. It is essential for social enterprises and
funders to be aware of both potential positive and negative impacts of their activities and to
integrate this into their social impact measurements. This is of great importance, as for some
social enterprises, the seemingly positive impact on society may be less than expected or could

even have negative consequences. This can slow down the process of achieving the SDG's.

This research also found that impact could mean many different things to other people; social
impact is different for everyone. Everybody wants to claim they create impact, but it is all
perceived differently. This is seen, for example, in the fact that conversations with social
enterprises revealed that in discussions with impact funders, the importance of impact is often
perceived as 'nice to have' rather than necessary. The impact is more of an additional check that
has yet to define a minimum value clearly. Since negative impact is not always considered, this
could even allow net-negative impact organizations to get funding if good financial returns are

expected.

Recommendations for policymakers include the establishment of a central database. A central
database should be created where the social impact results of social enterprises are publicly
shared. A part of the funding budget should be reserved for tracking a social enterprise's long-
term impact. Normal distributions can be established by collecting this extensive data in a central
database. Analyzing the interventions with statistical data allows for assessing the likelihood of

success of various similar interventions in achieving social impact. Therefore, other social
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enterprises and funders could use this to evaluate potential funding possibilities. This database
should inspire and inform other social enterprises and funders. They can learn from it which
investments are most effective in realizing social impact. Making this data public allows for cross-
checking, which reduces the risk of impact washing. Transparency about the challenges faced by
social enterprises opens doors for internal and external dialogues about these challenges and
potential innovative solutions. Another recommendation in line with this is to make the Theories
of Change of portfolio social enterprises of funders public. Transparency and the risk of impact
washing are achieved by sharing figures and providing insight into how these figures are
calculated. Sharing the Theory of Change, as the Theory of Change is meant to showcase how
impact is achieved, helps to do this. Once the KPIs are made public, further research is needed on
measuring them correctly and establishing shared values. It is essential to understand how
different long-term impact indicators relate to each other and how they can be compared. All

these measures also enhance the transparency of how impact-focused funders are.

This database and the need for the publication of the Theories of Change should come from the
government or the funders (e.g., family offices, private investors) funding the funders as they
have the power to influence the system. If they are interested in impact, they should press the
funders to make more impact-focused decisions in the decision arena and push them to opt for

more impact-driven social enterprises.

Future studies can add valuable perspectives using Comparative Cognitive mapping combined
with game theory. This research started to map out the funders' and social enterprises'
preferences and incentives. Adding the perspectives of the actor subjects and using game theory
to explore the dynamics of cooperative and competitive interactions could result in more robust
decision-making in the decision arena regarding allocating funding to social enterprises. Using
Agent-Based Modelling or System Dynamics with the EMA workbench could show interesting
results on how much social impact is achieved when applying specific policies. It nicely shows the

interactions in a complex system under uncertainty.

This research highlights the intricate dynamics between funders and social enterprises in impact
measurement. As the drive towards achieving SDG3 continues, adopting a transparent,
comprehensive, and honest approach to measuring and reporting social impact and aligning the
perspectives of social enterprises and funders becomes increasingly crucial. A few suggestions for
a way forward have been given in the previous chapter. Such approaches will foster more effective
and meaningful collaborations between funders and social enterprises and ensure a more

impactful contribution toward achieving the SDGs.
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Appendix A. Actor Analysis

1. Actor Identification

1.1 Social enterprises

In order to create and distribute social, cultural, and natural value, social enterprises use business
as a mechanism of value generation and maintenance. In both wealthy and developing countries,
they are generally acknowledged as essential forces for sustainable development (Nguyen et al.,
2015). In order to receive funding, they often have to assess their economic and societal impact
(Hynes, 2009). There are two types of social enterprises: for-profit and non-profit social
enterprises. Nonprofit social enterprises are entities granted tax exemption that deliberately
undertake business ventures to support their social objectives and to produce revenue for their
societal goals. In comparison, for-profit social enterprises are established as for-profit legal
bodies. While they aim to make profits, they also purposefully advance a social mission to
different extents. Some for-profit social enterprises are predominantly profit-oriented companies

that engage in activities yielding social benefits (Guo & Peng, 2020).

1.2 Foundations

A foundation is a charity trust or nonprofit company established to provide financial support to
other businesses or people for philanthropic causes. They achieve this by giving grants (Rey-
Garcia et al., 2018). Foundations like the Philips Foundation, We Share Forward Foundation, Bayer
Foundation, Open Value Foundation, and the Roddenberry Foundation are known to fund causes
contributing to SDG3. These foundations often ask initiatives to assess their impact to receive

funding.

1.3 Impact investors

The area of impact investing shows encouraging development in capital expenditure. Investors'
ability to achieve social and financial objectives simultaneously is the main factor stoking market
and institutional interest in impact investing (Agrawal & Hockerts, 2021). Impact investing is
presently practiced, but pertinent observational, critical, and theoretical knowledge is lacking.
Surprisingly, the growth in the quantity of impact investing research has been prolonged (Agrawal
& Hockerts, 2021). Since impact investing companies' success relies on their ability to create
social and economic value, assessing results is a crucial point of contention in the field of study
(Lehner, 2016). The impact investor group is diverse. The 'blended value' concept encapsulates
this trade-off between social impact and financial returns. This is often described as social
finance (H. P. Silva et al., 2023). There are mostly two streams in this social finance: impact first
and finance first. "Impact first" investors prioritize producing benefits for society and the
environment while maintaining a minimum level of financial returns; "finance first" investors
prioritize maximizing financial profits while maintaining a minimum level of social or environmental
effect (Monitor Institute, 2009).
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1.4 Government

Despite efforts to tackle health disparities, they persist as a significant public health issue in
countries regardless of income levels (Barreto, 2017; United Nations Departments of Economics
and Social Affairs, 2020). This is primarily because of the existing imbalances in social, economic,
and environmental risks based on individuals' living conditions, educational settings, workplaces,
recreational areas, healthcare-seeking behavior, and personal circumstances. Therefore, social
enterprises can play a pivotal role in collaborating with local, regional, and national governments
to ensure inclusivity, enhancing the likelihood of achieving SDG3 (Macassa, 2021). Also, to obtain
government grants to social enterprises, social impact will need to be measured. Also, the ideas of
social enterprises could be adapted by local governments, and thus, more societal impact can be
achieved. In the process, governments also give money to impact investors to invest on their
behalf. So they invest in the funds to also be able to generate a social return besides the financial

return.

1.5 Banks

Banks often overlook Social Enterprises when offering loans because the total value of these
enterprises, including their positive societal impact, is not always monetarily quantified. For-profit
enterprises have a better chance of obtaining traditional bank loans or venture capital because

they generate more cash flow for investors (Doherty et al., 2014).

1.6 High-Net-Worth Individual Investors
This is a group of people who want to invest in social enterprises. These usually accept reduced
financial returns on their investments in social projects through donations (Bugg-Levine et al.,

2012). They often have their money invested by impact investors (Casasnovas & Jones, 2022).

1.7 Impact organizations
Organizations such as the Global Impact Investing Network, the OECD, the European Venture
Philanthropy Association, TONIIC, and others. They have a vested interest in the development of

this sector.

1.8 Philanthropists
Impact assessment is greatly important for philanthropists. They purely focus on having a positive
impact from their investments, rather than economical one. It is essential that they can measure

their social impact accordingly.

1.9 Impacted communities
It is essential for the impacted communities that the impact is measured correctly and the social
enterprises get funding to carry out their operations. This is to ensure that good is done to the

communities.
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1.10 Family Offices
Family offices frequently allocate capital to impact funds to manage and invest on their behalf
(Casasnovas & Jones, 2022)

2. Power Interest Grid

Figure 13 shows the Pl grid of the system. The actors, the government, high-net-worth individual
investors, banks, and family offices, have high power and lower interest. These actors regularly
provide resources to impact funds to oversee and make investments on their behalf. Different
types of investors maintain these impact funds. These types differ in their interest in social
impact, and they determine which social enterprises receive funding. The social enterprises have
a high interest but no power. The impacted community, as do the impact organizations, also has a

high interest but even lower power.

4 |
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Figure 11: Power/Interest Grid

88



Appendix B. Exploratory Interviews

Participants in first round of interviews
The table below displays the details of the companies interviewed for the first round of

interviews.

Table 7: Overview interviewed companies round 1

Company Job title Company Company description
Type
1 Project Impact Company 1 is a Dutch platform focused on
Officer assessment measuring and promoting social impact. Social
Social organization enterprises and non-profit organizations can
Impact measure and present their impact to stakeholders

and investors through their websites. The platform
also offers opportunities for knowledge sharing,
collaboration, and funding. In short, Company 1
helps organizations provide transparency and
insight into their social effectiveness.

2 Director Donor and Company 2 invests through donations in Dutch
Impact impact-first companies and social enterprises with
investing fund = a primary social mission. These enterprises

prioritize solving a societal problem above profit

maximization and shareholder value.

3 Investor Impact Company 3 is an impact investment firm focused on
relations investors financial inclusion and inclusive growth in emerging
analyst markets. They aim to invest in scalable, sustainable

businesses that provide goods, services, and
income-generating opportunities to underserved
communities. Company 3 primarily operates in the
financial services, agriculture, and logistics sectors.
They seek to generate financial returns and
measurable social and environmental impact
through their investments. Additionally, company 3
provides strategic support and expertise to their

portfolio companies to help them achieve their

goals.
4 Impact Foundation Company 4 is a Dutch charitable foundation that
Investment supports projects and initiatives focused on
Associate creating a green, socially inclusive, and creative

society. It provides financial support, expertise, and

a network of partners to individuals, NGOs, and
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social enterprises that tackle societal challenges

and promote sustainable solutions. Company 4 aims

to empower changemakers, foster innovation, and
contribute to positive social and environmental
change in sustainable development, social

cohesion, culture, and the green economy.

5 Knowledge @ Impact Company 5 is an organization that supports and
analyst investing promotes venture philanthropy and social
network investment in Europe. It brings together a diverse

community of stakeholders committed to creating
positive social impact, including venture
philanthropy organizations, impact investors,
foundations, and social enterprises. They also
brought out an article about standardizing impact

measurement.

Questions Exploratory Interviews
“I am an MSc student at TU Delft, conducting my master's thesis on the topic of measuring the
social impact of social enterprises. Broadly, | am interested in how we make reporting and

measuring impact more effective. It is a time-consuming exercise for many organizations, so /

want to understand if it is possible to make this easier for companies just trying to do good. [ am

doing a master's thesis in collaboration with Unifix Care. They want to provide cheaper surgical

instruments to African countries.
1. Can you briefly introduce your company to me?
2. What is your role/responsibility within the company?

3. What frameworks or methodologies does your company use for impact measurement?

a) Theory of Change?

b) KPIs?

c) SROI?

d) SDG’'s?

e) IRIS+ indicators by Global Impact Investing Network?
f) Others?

g) None?

4. Could you explain why you use selected frameworks/methodologies?
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8.

In your experience, do companies struggle or have challenges in reporting impact using

such frameworks? Why/why not?

Are there any specific metrics or indicators that are widely recognized and accepted in the

impact investing community that you know of?
a) Could you name the ones you can think of?
b) Are these metrics domain-specific or general?

Do you think it is possible for one domain (in my project’s case, organizations that support
better healthcare) to have a standardized set of indicators to use for measuring impact?
a) If yes, why? If not, why not?

b) If yes, how do you suggest | find such indicators as a starting point?

Would you be willing to participate further in my research by completing a survey on the

indicators used for impact measurement?

Participants in second round of interviews

The table below displays the details of the companies interviewed for the second round

of interviews.

Table 8: Overview interviewed SDG3 funders and social enterprises round 2

Company Job title Company Company Description
Type
6 Director Funder Company 6 is a Dutch foundation. The company focuses on

a niche market in the Sub-Saharan Countries of Africa by
investing in projects that often do not have direct access to
financial resources because of their innovative nature. They
invest in organizations that offer vulnerable people a

perspective in health and income focusing on agriculture and

finance.
Program Funder Company 7 is a Dutch foundation primarily focusing on
manager companies operating in SDG3. They believe innovation and

collaboration can help solve some of the world’s toughest
healthcare challenges. They primarily focus on deploying
technologies that enable access to quality healthcare,
strengthening community and primary healthcare, and

building financially sustainable health-care solutions.

Associate Funder Company 8 is a foundation based in Germany that catalyzed
Director advances in science and social innovation for a world with
Social health for all and hunger for none—so focused on SDG2 and
Impact SDG3.
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10

11

12

13

14

Associate Funder

Team lead Funder
LifeSciences
& Health

Co-Founder | Social

Enterprise
CEO Social

Enterprise
Associate Social
CEO Enterprise
CEO Social

Enterprise

Company 9 is a venture capital fund that channels its
investments into European digital tech enterprises. These
ventures not only promise robust financial returns but also
contribute positively to both the environment and society.
They focus primarily on climate companies but also have a
health department.

Company 10 operates as a Dutch impact investment firm.
Their impact investments are targeted explicitly towards
advancing a carbon-neutral and circular economy (SDGs 12
and 13), enhancing the affordability and accessibility of
healthcare (SDG 3), and playing a role in driving
employment, economic growth, and innovation (SDGs 8 and
9).

Social Enterprise 11 is a Dutch company that produces
reusable medical devices, initially for LMICs. They started
three years ago and focus both on healthcare and durability.
Social Enterprise 12 is a company that created an automated
microscope that provides quick, reliable, affordable, easy-to-
use, and field-compatible point-of-care assisted diagnosis of
malaria, Tuberculosis, and neglected Tropical Diseases.
Social Enterprise 13 is a leading Al-assisted teleradiology
platform in the regions of the Middle East and Africa. It helps
healthcare facilities and hospitals diagnose and write
radiology reports using a cloud-based Al assistant.

Social Enterprise 14 provides innovative solutions to educate
the lay public with basic first aid and equip emergency
professionals with access to the latest emergency medical

service protocols.
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Questions in-depth interview funders

This interview round aimed to delve into the significance of various indicators utilized in impact
assessment. The funders were asked about the importance of the indicator categories in the table
below. The funders were also asked about the importance of more economic indicators.

Table 9: Overview of Round 1 questions. Indicator categories

Indicators

Mortality ratios (for a specified population group or the whole population of a given region)
Improvement of reproductive health

Incidence of infections (communicable diseases)

Prevalence of non-communicable diseases

Improving Data for Health Systems Policy and Decision-Making
Reducing Financial Barriers to Health Services

Improving Environmental Factors Influencing Health

Increased Supply of Essential Health Services and diagnostics
Increasing Access to Essential Medicines

Water, Sanitation and Hygiene (WASH) improvement

Improved Nutrition

Questions in-depth interviews of social enterprises

Interview Questions:

“I am an MSc student at TU Delft conducting my master's thesis on measuring the social impact
of social enterprises. Broadly, | am interested in how we make reporting and measuring impact
more effective. It is a time-consuming exercise for many organizations, so | want to understand if
making this easier for companies just trying to do good is possible. | am interested in both the
views of the funders and the social enterprises to see if we can somewhat align these

perspectives.”
1. Can you briefly introduce your company to me?
2. What is your role/responsibility within the company?
3. How frequently has your organization applied for funding to support its activities?

4. Are there recurring impact indicators that funders typically require you to report (e.g.,
numbers of lives reached, affordability improvements of medical care, indicators from the

list)?
5. What do you think of the importance of those indicators?
6. Are there indicators you believe are overlooked but should be considered by funders?

7. From your perspective, what are the most critical impact indicators to track and why?
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8. Do you often feel constrained by the specific categories or pillars a foundation or funder

establishes? How does this affect your organization’s approach to social impact?

9. Have there been instances where your organization’s goals and the funders' expectations

were not aligned?

10. Do you know some other persons | could contact?

Appendix C. Survey

Survey Respondents

The table below lists the number of survey respondents.

Table 10: Overview of survey respondents

Contacted Filled in Partly filled Total
in
Funders 126 13 5 19
Social 153 20 4 25

Enterprises

Appendix D. Indicators

The table below lists the indicators found in literature and interviews.

Table 11: Indicator longlist

Response rate filled
in

10,32%

13,07%
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Indicator Name WHO SDG
Survey indicators

Quality-Adjusted Life Years

Increased life expectancy in area

Number of people reached with
improved health care.

Number of patients served

Number of lives saved

Number of sick days avoided

Number of hospitalization days
avoided

Target population reached (% of
total)

# vulnerable populations reached
by health program

Demographics of the clients (female,
rural, poor, no access before, etc.)
(%)

Cost reduction for standard
treatments and medicines

Reduced healthcare spending X X

Number of occupational injuries
affected any full-time, part-time,
and temporary employees of the
organization during the reporting
period.

Number of Employees who
received healthcare benefits
through the organization’s
programs during the reporting
period

Ratio of medical staff to patients or
participants in the program (%)
Number of medical products or
devices sourced with recognized
environmental ethical certification
(#)

Mortality ratios (for specified
population group or the whole
population of given region)

Maternal mortality ratio X X
Under-five mortality rate X X
Neonatal mortality rate X X
Mortality rate due to homicide X

Road traffic mortality rate X X

IRIS+

Other sources

Company 10, (SDG 3 Impact Measurement Overview, 2021), (Tewari
etal., 2021), Company 10
(Tewari et al., 2021), Company 8

(SDG 3 Impact Measurement Overview, 2021), Company 7,
Company 8

(Harmonized Indicators for Private Sector Operations (HIPSO) /
Health, n.d.), Company 7

(SDG 3 Impact Measurement Overview, 2021), (Vérosmarty et al.,
2018), (Korenromp, 2012), (Bao et al., 2015), Company 13

(SDG 3 Impact Measurement Overview, 2021), (Vérosmarty et al.,
2018)

(SDG 3 Impact Measurement Overview, 2021), (Vérosmarty et al.,
2018)

(Vérésmarty et al., 2018)

(Bao et al., 2015), Company 8

(Harmonized Indicators for Private Sector Operations (HIPSO) /
Health, n.d.), Company 8

(SDG 3 Impact Measurement Overview, 2021; Tewari et al., 2021),
Company 10

(Bao et al., 2015; Bari et al., 2021; Endalamaw et al., 2022;
Vérésmarty et al., 2018), Company 10

(Tewari et al., 2021)

(Obare et al., 2014)
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Mortality rate from unintentional
poisoning (per 100 000 population)
Suicide mortality rate

Perioperative mortality rate

Improvement of reproductive
health

Proportion of births attended by
skilled health personnel
Proportion of women of
reproductive age who have their
need for family planning satisfied
with modern methods
Adolescent birth rate

Prevalence of anaemia in women of
reproductive age (15-49 years)ab
Adolescent fertility rate

Incidence of low birth weight
among newborns

Institutional maternal mortality
ratio

Intrapartum or fresh stillbirth rate

Percent of infants born to HIV-
infected mothers who are infected
Cesarean sections as a percent of
all births

Case fatality rate for diarrhoea

Case fatality rate for pneumonia
Facility neonatal mortality rate

Fatality rate among hospitalized
children <5 years of age
Incidence of infections
(communicable diseases)

New HIV infections

Tubercolosis incidence
Malaria Incidence

Hepatitis B surface antigen
(HBsAg) prevalence among
children under 5 years

Reported number of people
requiring interventions against
NTDs

Number of cases of poliomyelitis
caused by wild poliovirus (WPV)
Prevalence of non-communicable
diseases

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Endalamaw et al., 2022; Mokdad et al., 2015; Obare et al., 2014;
Tewari et al., 2021)
(Mokdad et al., 2015; Nemser & Addofoh, 2022; Obare et al., 2014)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)
(Health Outcomes and Impact — MEASURE Evaluation, n.d.)
(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Hammad et al., 2023)
(Endalamaw et al., 2022; Obare et al., 2014)

(Korenromp, 2012; Obare et al., 2014)
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Age standardized prevalence of
hypertension among adults aged
30-79 years (%)

Probability of dying from any of
CVD, cancer, diabetes, CRD
between age 30 and exact age 70
Total alcohol per capita (= 15 years
of age) consumption
Age-standardized prevalence of
tobacco use among persons 15
years and older (%)

Coverage of treatment
interventions (pharmacological,
psychosocial and rehabilitation and
aftercare services) for substance
use disorders

Improving Data for Health Systems
Policy and Decision-Making
Average of 15 International Health
Regulations core capacity scores
UHC: Service coverage index

Score on the World Bank
Governance Index

Reducing Financial Barriers to
Health Services

Population with household
expenditures on health > 10% of
total household expenditure or
income

Population with household
expenditures on health > 25% of
total household expenditure or
income

Proportion of population with large
household expenditures on health
as a share of total household
expenditure or income

Reduced healthcare spending

Total net official development
assistance to medical research and
basic health sectors per capita
(US$), by recipient country
Domestic general government
health expenditure (GGHE-D) as a
percentage of general government
expenditure (GGE)z

Amount of water and sanitation-
related official development
assistance that is part of a

(Endalamaw et al., 2022; Obare et al., 2014)

(Endalamaw et al., 2022)

(Endalamaw et al., 2022; Obare et al., 2014)

(Endalamaw et al., 2022; Obare et al., 2014)

(Bao et al., 2015)

(Bao et al., 2015; Bari et al., 2021; Endalamaw et al., 2022;
Vérésmarty et al., 2018)
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government coordinated spending
plan
Client Income

Improving Environmental Factors
Influencing Health

Age-standardized mortality rate X
attributed to household and

ambient air pollution (per 100 000
population)

Proportion of population with X
primary reliance on clean fuels and
technology (%)

Annual mean concentrations of fine = x
particulate matter (PM2.5) in urban
areas

Proportion of ever-partnered X
women and girls aged 15-49 years
subjected to physical and/or sexual
violence by a current or former

intimate partner in the previous 12
months

Proportion of ever-partnered X
women and girls aged 15-49 years
subjected to physical and/or sexual
violence by a current or former

intimate partner in their lifetime
Increased Supply of Essential

Health Services and diagnostics
Density of medical doctors (per 10 X
000 population)

Density of nursing and midwifery X
personnel (per 10 000 population)
Density of dentists (per 10 000 X
population)

>

Density of pharmacists (per 10 000
population)

Health worker density and
distribution

Caregivers Employed:
Professionals

Caregivers Employed: Total

Healthcare Facilities X

Proportion of health facilities with X
a core set of relevant essential
medicines available and affordable

on a sustainable basis (%)

Availability of Basic

Services/Facilities

Critical Equipment/Facility

Utilization Rate

x

(Endalamaw et al., 2022; Nove et al., 2023)

(Tewari et al., 2021)

(Endalamaw et al., 2022)

98



# health facilities providing service
before, during, and after the
transition

Hospital admission rates

Increasing Access to Essential
Medicines
Diphtheria-tetanus-pertussis
(DTP3) immunization coverage
among 1-year-oldst (%)
Measles-containing-vaccine
second-dose (MCV2) immunization
coverage by the nationally
recommended age (%)
Pneumococcal conjugate 3rd dose
(PCV3) immunization coverage
among 1-year oldst (%)

Human papillomavirus (HPV)
immunization coverage estimates
among 15 year-old girlst (%)
Proportion of the target population
covered by all vaccines included in
their national programme
Percentage of bloodstream
infections due to
methicillinresistant Staphylococcus
aureusy

Percentage of bloodstream
infections due to Escherichia coli
resistant to 3rd-generation
cephalosporiny

Percentage of bloodstream
infections due to selected
antimicrobial-resistant organisms
Percentage of total antibiotic
consumption being from the
AWaRe “Access” antibiotics
category (%)

Water, Sanitation and Hygiene
(WASH) improvement

Proportion of population using
safely-managed drinking-water
services

Proportion of population using
safely-managed sanitation services
Proportion of population using a
handwashing facility with soap and
water

Proportion of safely treated
domestic wastewater flows

(Bao et al., 2015)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)
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Mortality rate attributed to X

exposure to unsafe WASH services

(per 100 000 popul
Amount of water a
related official dev

ation)
nd sanitation- X
elopment

assistance that is part of a

government-coord
plan
Nutrition

inated spending

Prevalence of obesity among X

children and adolescents (5-19

years) (%)

Age standardized prevalence of X

obesity among adults (18+ years)

Prevalence of over
children under 5aa

weight in X

Prevalence of stunting in children X
under 5
Prevalence of wasting in children X
under 5

Reach of Organization Indicators

Client Individuals:
Client Individuals:
Client Individuals:
Client Individuals:
Client Individuals:
Client Individuals:
Client Individuals:
Client Individuals:

Client Individuals:
Disabilities

Client Individuals:
Marginalized
Client Individuals:
Children/Adolesce
Client Individuals:

Client Individuals:

Client Individuals:
Access

Client Individuals:
Payment

Client Individuals:
Products/Services
Client Individuals:

Total
Female
Poor

Very Poor
Low Income
Rural

Urban
Peri-urban

People with

Historically

nts
Active

New

Provided New

No Direct

Receiving Free

Referred

(Health Outcomes and Impact — MEASURE Evaluation, n.d.)

(Health Outcomes and Impact — MEASURE Evaluation, n.d.;
Mokdad et al., 2015)
(Health Outcomes and Impact — MEASURE Evaluation, n.d.;
Mokdad et al., 2015)
(Health Outcomes and Impact — MEASURE Evaluation, n.d.;
Mokdad et al., 2015)
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Client Individuals: Forcibly X

Displaced

Communities Served X

Patients Completing Treatment X

Patients Screened X (Tewari et al., 2021)
Healthcare Effective Coverage X

Healthcare Crude Coverage X

Target population reached (% of (Vorésmarty et al., 2018)
total)

Employee Benefit Indicators

Permanent Employee Wages: X
Female
Permanent Employee Wages: X

Historically Marginalized

Healthcare Benefits Premium X
Covered

Employment Benefits X
Healthcare Benefits Participants X
Employees Trained X
Jobs Created at Directly X
Supported/Financed Enterprises:

Total

Jobs in Directly X
Supported/Financed Enterprises

Worker Safety Policy X
Flexible Work Arrangements X

(Nove et al., 2023)

x

Employee Training Hours
facility worker health and safety (Vorésmarty et al., 2018)

Target Stakeholder & area
Characteristics Indicators

Target Stakeholder Demographic X

Target Stakeholder Setting X

Target Stakeholder Geography X

Target Stakeholder X

Socioeconomics

Stakeholder Engagement X

Poverty Assessment X

Target Area Ecoregion X

Target Area Protected Status X

% key stakeholders who have (Bao et al., 2015)

participated in transition planning
events
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Donor and program recipient have
agreed on key stakeholders for
transition, including
communities/beneficiaries, civil
society, etc.

Transition team representing key
stakeholders has been established
Civil society engagement in health
program

Operation Indicators

Product/Service Description
Units/Volume Sold: Total
Units/Volume Produced

Purchase Price of Product or
Service Replaced
Units/Volume Sold: Free

Units/Volume Sold: No Direct
Payment
Product/Service Certifications

Product/Service Type

Product/Service Replaced
Description
Products Recalled

Units/Volume Sold: Certified

Purchase Price of Product or
Service Sold
Product/Service Warranty

After-sale Client Support
Cost Transparency
Disease/Condition Addressed
Business Innovation

Quality Assurance Mechanism
Service Level Type

Records System

Client Protection Policy
Green Building Practices
Operational Certifications
Occupational Injuries
Occupational Fatalities

Individuals Trained: Total

(Bao et al., 2015)

(Bao et al., 2015)

(Bao et al., 2015)
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Client Savings Premium X
Number of Insurance Policies X
Gross Written Premium X

% implementers with an audit of
their financial records

% donor contribution to health
program versus government

funding

Market indicators

New Market Entered X
Market Share Increased X
Market Linkages Improved or X
Expanded

New Firms Entered X

% geographic coverage of program

Customer Satisfaction & Feedback

Target Stakeholder Satisfaction X
Ratio

Client Complaint Tracking System X
Client Feedback System X
Client Dropout Reasons X
Importance of Qutcome to X
Stakeholders

Client Retention Rate X

% clients who are satisfied with the
program’s services

(Bao et al., 2015)

(Bao et al., 2015)

(Bao et al., 2015)

(Bao et al., 2015; Bari et al., 2021)
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