Grasping the unfathomable —
A conceptual proposition on the measurement of orgasations’ social impacts

ABSTRACT

This article develops a new conceptual approaamdasuring the social impact. It suggests
that impact is best measured by accounting fotdahgeted formation of ‘durable capital as-
sets.” Social, political and cultural capital aregosed as proxies for social impact as a con-
tribution to social productivity, in parallel todlsignificance of economic capital to economic
productivity. The capital-based approach helpsuomeent the attribution problem arising in
complex societal realities. It is compared to alstive approaches(l) the production of
merit goods; (2) cost-benefit analysis; (3) theatality approach; and (4) life-satisfaction

measures-and insights on its empirical application are pded.
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INTRODUCTION

‘Social impact’ is far from being a new term, bhete are different interpretations of what it
refers to as well as a variety of applicationsahéts (1981) social impact theory represents a
social psychological approach that refers to dit@na in a person’s state of mind, including
thoughts and attitudes, as a result of that pessimteractions with other people. Sociologists
and political scientists in turn have dealt witbhcgl impact assessment’ as a method of poli-
cy analysis and continue to do so (Dietz, 2007uéeaburg, 1986). Their subjects of analysis
include for instance the effects on the membeislotal community produced by public con-

struction projects in the vicinity.

As reflected in the above applications, impactaseagally about the effects of actions. How-
ever, a different type of action has moved into ¢bkatre of attention quite recently: An in-
creasing variety of organizations is engaged iratarg social value for disadvantaged and
marginalized people and in effect for society ashmle. Although the strategic setup and
operational realization of their mission differsn@kably, all organizations in this social are-
na aim at creating positive social impact or ‘sbwaalth’ (Zahra, Gedajlovic, Neubaum, &
Shulman, 2009). Some of them are supposed to hiewarly effective in doing so, they are
often referred to as social entrepreneurs or saoravators (Nicholls, 2006; Nicholls &
Murdock, 2012a). In this wake, the measuremeningfaict as a ‘proof of concept’ for an or-

ganisation’s intervention gains importance.

While many new methodologies have recently beereldped to assess social impact in a
variety of fields (Olsen & Galimidi, 2008; Tuan, @), a grounded academic discourse of

social impact measurement is only about to emétge neither well understood how to link



social impact measurement to existing theory ofsibeal sciences, nor how to make use of
potential theoretical links for its empirical intiggtion. The only consensus that seems to
exist in the field at present is that impact is eptonally hard to measure (Clark,
Rosenzweig, Long, & Olsen, 2004, pp. 3f.; Nicho®§09, p. 758; Paton, 2003, pp. 1ff.;
Rotheroe & Richards, 2007, p. 32; Smith, 2010, 13&ff.; Zappala & Lyons, 2009, p. 3).
Besides and partly for this reason, it is beconawigent that the way social impact is current-

ly approached misses the critical point.

Investigations occupied with the assessment of anjpaquite different regards all come to a
similar conclusion, be it a review of the measunetm& social progress (Stiglitz, Sen, &
Fitoussi, 2009), an analysis of the impact of ntigra (Migration Advisory Committee,
2012), or a systematic review of the Social Returrinvestment (SROI) as one of the most
widely used impact measurement tools at the orgéizal level (Krlev, Minscher, & Mul-
bert, 2013): Disproportionate weight is given toaswres that focus on purely economic (in-
come or other sorts of financial returns) or widecio-economic effects (mainly reduced
public expenditures}-genuine social effects (such as the strength afoped relations, politi-
cal participation etc.) are largely disregardecde itain rationale provided for this disregard is
that the latter variables are hardest to measuwuegt. ifrthe aim of the whole discussion about
impact is to capture, illustrate and judge #oeial value that is being created by organiza-
tions, activities or social developments, we anig a critical problem: In lack or omission
of accounts of these specific effects we are ufleaged or at least insufficient criteria for

assessing the overall value created by organizgtlmosth conceptually and empirically.

In order to address this problem, the followinginigbn is being proposed, which is the re-
sult of the theoretical framing performed in thiticke: ‘Social impact summarizes the tar-

geted formation of durableapital assetshat serve as critical determinants of social poad



tivity. These areeffectuated by social value creation activitie®oafanizationsor institutions
that are driven byocial goals.'Social’ thereby does not refer to all sorts otisb interac-
tions, but instead to the normative notion @od for society* The aspect ofneasurement
is to be translated as teandardizednalysisof the change in the different capital assets and

their individual components alistinct itemg

The conceptual proposition posited above derives fthe key research question explored in
this article, which is: How can social impact bdimked effectively and thus by means of

which theories can it best be studied?

To answer this question the article proceeds dewvisl First, the article outlines briefly to
whom the social impact debate matters and whicksibes are to be informed by improving
our understanding of social impact. This is reladnistorical shifts in economic thinking,
which are briefly outlined to provide a backgrouondndation for the conceptual framing to
be performed. This conceptual foundation linkslassical studies of economic productivity,
which will be used to sketch a broader conceptoofad productivity. It will be outlined that
in both economic and social productivity, we caaride a critical enabling function to capi-
tal, which is why a capital based approach to $ompact is being proposed. The sorts of
capital to be briefly outlined are the ones that laard to capture in classical economic terms
(in monetary terms or by other measures of perfoo@p social capital, political capital and
cultural capital. These shall serve as primary @®xn the measurement of social impact.
Advantages of the capital based approach will emnagginst a comparative discussion to

alternative measures of welfare or well-being. D&#pg from its general foundation, some

! See for instance the definitional note on ‘sonids’ in Anheier, Krlev, Preuss, and Mildenbe(@ér14).
?|tis to be noted that this definition is cleaslyaped by economic and business terminology, lexpiicitly
attempts to remain receptive to other disciplinaegs of the concept.



insights are provided how the capital based approana be operationalised for application in
empirical research. The article closes with a searhmary of what we gain by the capital
based approach to impact and by outlining stepguidher development, which have to be

performed before we can fully understand its value.

TO WHOM THE SOCIAL IMPACT DEBATE MATTERS

From an organizational point of view the impactgperctive is primarily relevant for three
distinct constituent groups: (1) The engaged omgian itself for internal steering and strat-
egy formation (micro level); (2) (Philanthropic)viestors in terms of allocating their invest-
ment decisions (meso level); (3) Policy makers aagiilators with regard to the monitoring
and controlling of approaches which are said téelering efficiency and effectiveness in the

social sphere, such as social innovation (macreljev

The first point outlined is for instance implied @hFreeman (2010, p. 40) with reference to
organisational strategy formation urges for devielgan integrated view on social and eco-
nomic impacts and to thereby bridge the persistientle between social issues on the one
side and economic activity on the other, both ofesgarded as mutually exclusive categories.
Where various sorts of impact are regarded witingegrated view, firms may consequently
and genuinely develop measures to “[...] maintaireffactive alignment with its environ-
ment”, an imperative that has been discussed ireswinthe classics of strategy formation a
long time ago (Miles, Snow, Meyer, & Coleman, JRO/8, p. 547), yet usually in a much
narrower sense than that of the social impact dgon. Most explicit does linkage between
the assessment of social impact and the formaticsrganisational strategy become where
scholars identify the pursuance of social objectiae a source of competitive advantage (Por-

ter & Kramer, 2006), that is where the integratezshtion of social value alongside economic



rents (‘shared value’) benefits organisationalvstg. This is further linked to the discussion
surrounding ‘corporate social responsibility’ (Gakr 2008). While for-profit organisations
are pushed towards the social end of the continouiimpacts, an opposed trend applies to
organisations originally situated at the other sifithe spectrum: nonprofit organizations. For
them, for a variety of reasons from fiscal ausyetit more challenging social problems, it is
becoming increasingly important to pin down whatlare in fact achieving with their work,
and in a more precise fashion than the simple retaté of ‘doing good’ can account for.
Whole books have been dedicated to this pinningdofwmpact caused by nonprofits (Flynn
& Hodgkinson, 2001). However, most of the efforgsnain at a superficial level or swing
back to economic categories such as contributiofSRP, employment or numbers of cus-
tomers. Thus, despite the existence of well-intdn@search efforts, these leave us wanting
for consistent theoretical approaches and empinuadlels that can assist organisations in

forming or refining organisational strategies ispense to the impact imperative.

The second perspective, namely that of investmiotadions, applies where Emerson and
Bonini describe that not only practitioners, butparticular their financiers are interested in
promoting ‘blends’ of social, environmental and eamic value (2005, p. 7). The authors are
not the only ones, who establish a direct link lestw social impact measurement and ‘social
enterprise’ as a perceptibly more effective respanscomplex social challenges. The latter
trend fosters the creation of new financing intetrages (Edery, 2006), which are interested
in the development of rationale for investment siecis. Therefore they have endorsed the
idea of social impact as the underlying principtenew performance metrics (Social Impact

Investment Taskforce, 2014). The interplay of ‘istveent logics and investor rationalities’

has ultimately lead to the ‘institutionalization sdcial investment’ (Nicholls, 2010) on the

meso level of organizational fields. Just as sirmgganisations or even more so does an in-



formed investor landscape necessitate ways to aseesal impact that are material to the
investment decision. If the primary motivationascreate social value, it must be the detailed

assessment of the latter that guides the promofitime one or the other intervention.

Third and finally, the trends described above @ftee macro level of political regulation.
This has been fuelled by the circumstance thaiasamovation’, as a response to contempo-
rary challenges, has become a priority on the pdigenda of the EU and elsewhere. We
currently face a newly emerging paradigm of evidebased policy in favour of financing
worthy social outcomes. Social impact bonds fotanse, which aim to attract private in-
vestment in social matters are an illustrative atdeand (see Fox & Albertson, 2011 for the
application of the instrument in criminal justiéeJhese cannot exist with an elaborate con-
cept for measuring the impact is (supposed to bedeased (Mulgan, Reeder, Aylott, &

Bo'sher, 2010, p. 21).

These developments on all three sociological leuatdoubtedly underline the practical rele-
vance of the impact perspective. Although they begisound commonplace, it has taken a

considerable amount of time for such perspectivesrierge.

FROM TRADE-OFFS TO DISTINCT VALUE CREATION

For a long time, economic studies have been peddrim a fairly isolated fashion, focusing
on the technical aspects of supply and demand &vkeh goods without giving much atten-
tion to the context in which economic activity takdace. Coase refers to this circumstance in

an ironical remark, quoting poet Roy Campbell: éesthe bridle and the bit all right. But

® A social impact bond is a financial instrument vehthe state guarantees the repayment of the etvespital
plus a premium to the investor, when predefineadssg criteria of the provided intervention haverbeet. In
addition to the transfer of risk, this is donedwdr efficiency as well as effectiveness and ultétyaimpact.



where’s the bloody horse?” The same applies wheas€bimself refers to economists study-
ing the circulation of the blood without a body 9P9 p. 73). He claims that this has changed
through the rise of ‘new institutional economica’térm coined by Williamson 1975), which
has embedded economic activity in the wider somiaitext. This includes aspects such as
culture and policy (Williamson, 2000, p. 597). Thiend is said to have been initiated by the
introduction of transaction costs that result freotial interaction into economic analysis.
These are dealt with in ‘The Nature of the Firmbé&Se, 1937) and have been addressed even
more explicitly in “The Problem of Social Cost’ (e, 1960). In the latter Coase discusses
negative spill-overs and unintended effects of eoain activity such as environmental pollu-
tion. He does so under consideration of costs gifile¢ion. He argues that the rationale for
regulatory decisions should result from a comparibetween the benefits that result from
economic production and the damage caused byptesged by the associated costs of this
damage. In this study, however, he also admitsgfierence to Frank H. Knight) that deci-
sions on economic activity “[...] must ultimately dadve into a study of aesthetics and mor-
als” (1960, p. 21) and thereby performs a move feomationality argument to a normative
one. In the wake of this development, the focusdmaféed slowly but steadily from the one
on mere financial profits (following Friedman’s fams article about the sole responsibility of
business 1970) to other sorts of virtues of busimesivity, to first include environmental and

later social issues.

Elkington (1998, p. 38), as the father of the fgipottom-line’ terminology argues that this
results from growing stakeholder influence, whicinggs us back to the logic of new institu-
tional economics. Through stressing the ecologacal social dimension in business activity
the concept of the ‘triple-bottom-line’ he strengtls the position of the latter two aspects

against the goal of profit maximization. In additito fostering cooperation between non-



governmental organizations as Elkington puts fditl, concept introduces the assessment of
environmental impacts of projects or products astecal variable to strategic decision mak-
ing. This development has been driven further leyititiation of a discussion on ‘shared val-
ue’ by Porter and Kramer, “[...] which involves cregt economic value in a way thalso
creates value for society by addressing its need<hallenges. [...] It is not on the margin of
what companies do but at the center.” (2011, p. ¥ics in original). While we cannot ex-
pect the striving for social value to trespassdhe for financial profits in business corpora-
tions and Porter and Kramer’s claims of a symbiglation between the two have been sub-
ject to a fair deal of fierce and probably mostlgtjfied criticism (Crane, Palazzo, Spence, &
Matten, 2014), the case outlines that the soceheht has made a race up on the priority list

of economic and business studies.

What has happened from a micro-economic perspeapipées similarly from the macro lev-

el view of national accounts. Frey and Stutzer Z@0 12) posit that the happiness, life satis-
faction or ‘well-being’ (used as interchangeableng although they might contain separate
meanings) become increasingly important in graspiregvalue created in societies. These
concepts are put forth as measurable constructehwhakes them fit for inclusion in (na-

tional) accounts. Frey and Stutzer as well as nuingr authors thereby provide an argument
for capturing value creation by taking alternatreads, which deny a sole focus on tradable
goods expressed in monetary equivalents. This &asdothe ground for extending economic
perspectives on value creation beyond the produafogoods and services. It is supposed
that traditional economic categories like unemplegirates, income or inflation could be

complemented by assessing which effects on happeresbeing caused by the functionality

of democracies for instance.
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This proposition is to be embedded in the widerntexinof ‘Welfare Economics’. So called
‘new wealth indicators’ (Diefenbacher & Ziescha@R,10) aim at integrating aspects such as
the value of civic engagement or the prevalenagiofe rates into national accounts, in order
to reflect the wealth of a nation, a region ortg.cThis is supposed to provide a more com-
prehensive set of information than the isolatecheatc value of the Gross Domestic Product
(GDP) represents. Not only German, but also inteonal efforts on the ‘Measurement of
Economic Performance and Social Progress’ havessdethe vital importance of the catego-
ries of health, education, ‘political voice and gavance’ or ‘social connections and relation-
ships’ (Stiglitz et al., 2009, p. 14) that shoul fart of a necessary shift in “[..emphasis
from measuring economic production to maagupeople’s well-beiny(2009, p. 12,
italics in original). This aggregate view is vemynaulating for the discussion of impact and
provides both systematic and methodological insighbhese insights do, however, have to be

adapted when being transferred to a distinct vataationprocess at the organizational level.

This initial sketch of transitions in economic the@nd business concepts underlines that
there has been a shift in assessing the contrifmitioade by organizations—from focussing
on financial profits only and treating all othefesits as a ‘trade-off’ against the latter, to ac-
counting for other sorts of genuine value creatiime most promising road to developing a
consistent and cogent concept for capturing suclalsealue creation or social impact lies in
a combined exploration of what we can learn fronstext theory on economic productivity,
which result in the proposition of a capital baapgroach. This approach will first be theoret-
ically derived and then justified by comparingatdlternative conceptual foundations of so-
cial impact measurement. While the proposed coneggbcial impact is most relevant to
civil society organisations and related organisatidorms, whose main purpose lies in work-

ing towards a ‘good society’ and which are therefoonsidered the main subjects of this arti-
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cle, it is potentially as relevant to investigatihg “[...] impacts and purposes that stretch far
beyond firm performance” such as political influen@Vhittington, 2012, p. 263) as a newly

proposed focus of strategy research on commergghbss.

PRODUCTIVITY, CAPITAL FORMS AND WELFARE

Many scholars have been discussing the connechietvgeen income, wealth, productivity,
and economic progressall of the first three being treated as both enabdémd indicators of
the latter (Salter, 1969, p. 2). As introduced ayaontroversies have arisen as to how far
income and wealth are good indicators of the overall-being of nations and societies, tak-
ing for instance inequalities of distribution oethdaptive nature of individual's perceptions
to current life circumstances into account. Thesesitlerations have made the direct nexus
between levels of income or wealth and their emghdiffects on well-being or social welfare
questionable. In this light, a variety of altermatiapproaches have emerged to assess social
value creation, which are in consequence eligibtetie assessment of social impact. Based
on a review of the relevant literature | posit thair core framings of social impact can be
distinguished: Social impact can be interpretedegias (1) the production of merit-goods; or
(2) the creation of social benefits that have toMegghed against occurred costs; or (3) the

increase of human capabilities; (4) the improvenoéimdividuals’ life-satisfaction.

In addition to several other issues that come upnmipplying these perspectives to social
impact, which will be discussed in more detail tata, all of them have in common (partly
with the exception of the capability approach) tihaty focus on the outcomes of an organisa-
tional production process, largely disregarding pneduction factors that form part of this
process. A major problem arises where impact i®rstdod this way: the “causality or attrib-

ution problem” (Anheier et al., 2014 in referenoddr instance Byford & Sefton, 2003; Mil-
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ton et al., 2012), that is the literal inability a$sessors of impact to trace all effects triggered
by an intervention down the line, where a varietynopacts occur at the same time and a

multitude of variables confound.

It is argued in the following that focussing on tleterminants of productivity, specifically on
capital formation as a proxy of impact, helps ameenting this problem. It keeps the balance
between measurement accuracy as well as immedratlyeoone hand side and comprehen-
siveness on the other and thereby remains recegpttitaking account of further (subsequent)
social effects. What is more, focussing on socirabpctivity and capital formation offers a
transitory line in thinking about social welfaretime broadest of sense (that of societal pros-
perity) and targeted organizational activities cditing in specific ways to social welfare
(social impact). The assessment of the latter iBeaheart of the following conceptual discus-

sion, but analogies to the broader meaning arerdfamillustrative purposes.

In order to explore the ideas of social producyiand capital formation, let us first turn to the
concept of economic productivity. Salter (19692).in his study of ‘Productivity and Tech-
nical Change’, points out that its only measureablecept is the one of “[...] output per unit
of input”, at least unless, so Salter adds, ther fievolution in statistical techniques. | posit
that the matter of a more encompassing conceptaafugtivity lays not so much in revolu-
tionary statistical techniques than in a re-intetation of its meaning. We can use Salter’s
own remark that productivity, by some scholars;lasely connected to welfare (1969, p. 2)
as a starting point for our discussion. It has beetined earlier that significant shifts have
taken place in what, according to economic anglysiatributes to societal viability and re-
newal: mere economic productivity has been comphtete by aspects such as solidarity,

empowerment, citizen participation or the preseovabf norms and values. Yet, the latter
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have not been recognized as components of ‘somauptivity’® just as the components of
economic productivity have-and this has happened despite the fact that manynooalities
can be identified when an analogy is drawn fronnecaic productivity to social productivi-
ty. The following considerations will show why itakes sense to draw parallels between the
two. Salter’s work just referred to represents efulseference, since it lays out the principles
of productivity in a way that, if unintended, natlyp aids the study of the economic, but also

that of the wider social system.

Salter impressively shows how economic productidigpends on resources, labour and capi-
tal as well as techniques to transform all of el into marketable products. Products rep-
resent the output of the production process angitices at which they sell (minus the costs
incurred) express the value that has been crelatedgh the production, or put otherwise the
return of the initial investment decision. If wewbroaden our view and look at social inter-
actions and how they add value to society, thabis they are socially productive, we find a
similar constellation of factors. Looking at theut side of this equation, labour is represent-
ed by working time of individuals spent for an aitti. On the side of end results, we find
among others: social cohesion, political stabilibglividual well-being—that is, various com-
ponents of social welfare. Straightaway, it is e evident that we would typically not
treat these variables as mere outputs, but asmecsince they depend on a complex system
of follow-up effects, which the image of a standdntkear production process cannot capture.
What is more, none of these outcomes are as eas#gured as the outputs of the production

process, since the outcomes represent non-tradgjpiasi-)public or merit goods, which in

* What | refer to as ‘social productivity’ is not benfused with ‘social production theory’ which ef§ an ap-
proach to order individuals’ goals in their achieent of subjective well-being Ormel, Lindenberg\&trink,
and Verbrugge (1999), nor is it to be confused Withcurrent policy use in the UK, where ‘sociabguictivi-
ty’ refers to a greater recognition of citizen’farences in public service provision Kippin andési (2010);
Kippin, Hauf, and Sadique (2012); Commission on@Pfblic Services (2010).



14

consequence cannot be priced in a straightforwag-if at all. This holds for ‘economic

prosperity’ (as an outcome rather than an outpug) similar way, if we consider for instance
that in the valuation of economic prosperity we tnascount for discrepancies in living
standards, that is distribution of wealth, and amtijpular further effects on other outcomes
(health, societal status etc.) of affected indiaidu Yet, this ambiguity in valuation is consid-

ered less problematic in pure economic accountsithaocial ones.

When abstracting from these differences, both imnemic and social productivity we are
dealing with a creative (in the sense of creatit,in that of creativity) process of transfor-
mation. This transformation process in turn depemishe employment of capital and pro-
duction techniques. Capital in the production obd® mostly comes in the shape of produc-
tion sites, machines or tools and thus ‘hard’ aisdrdte factor units. Salter (1969, p. 17) re-
lates to this in reference to Schumpeter’s statéme the production function is “a planning
function in a world of blue-prints where every elarhthat is technologically variable can be
changed at will” (Schumpeter, 1954, p. 1031). Méw reaches its limits when we think of

modern service industries, where the importancesdurces as crude, physical objects gen

erally decreases and the significance of ‘softad eore abstract production factors increas-
es. These factors include ‘human capital’, whicteneto education, skills, knowledge and
expertise (Becker, 1964). The latter concept hasstormed employees and workers, former-
ly treated as an anonymous mass of labour merelyuated for by the number of man-hours
worked with no further (or only negligible) effead® productivity to a highly valuable and
variable production asset, where productivity otdyives from the combination of individu-

als’ time and effort with their specific skills.

If we accept that in service industries individugloperties are becoming more important as

capital employed in the production/service prowvisgwocess, we will recognize that there are
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further production factors that have become inéngdys important: trust (for establishing
inter-firm cooperation, but also customer loyaltgficial ties (for participating in network
structures and levering connectivity); stakeholdarticipation (for ensuring social legitima-
cy); norms and values (for meeting citizen’s ethmeferences, including for instance the
imperative of sustainability). This means that tteglitional production factors, namely eco-
nomic capital (physical assets, property, finarete,; see for instance Hennings, 2005) and
human capital are complemented by others, whichbeafikewise categorized into capital
forms. Social networks and trust have been discuasecomponents of ‘social capital’ (see
for instance Coleman, 1988; Putnam, 2000). Empowetrand participation are aspects of
‘political capital’ (see for instance Huntington elson, 1984; Verba, Nie, & Kim, 1978).
Values and norms might be referred to as ‘cultaaglital’ (in reference to for instance Bour-

dieu, 1986

Now, while social, political and cultural capitalagn after all remain secondary in nature to
standard economic activity, the situation changkeenwe think about organizations that aim
at contributing to social welfare more than to emuoit welfare, for instance by providing
human-centred services or advocacy activities. dlaes mostly known under the label ‘non-
profit organisations’ (Salamon & Anheier, 1992ala®#on & Anheier, 1992b), but the range
of actors that explicitly pursue social goals wghority has increased and includes social
entrepreneurial organisations (Dees, 2001) jusbase corporate social responsibility activi-
ties, at least those which are not merely ‘instmtak or ‘political’ (see Garriga & Melé,
2004). For all of them we can assume a signifigahither importance of the latter capital

forms. What is more, for such organisations thesm$ of capital are not only relevant fac-

® Although Bourdieu mostly deals with aspects ofjthtulture’ like music and arts, rather than masi cul-
tural determinants and views the concept undeatiadytical lens of power rather than productivitis con-
cept represents a point of reference for sketchiogncept of cultural capital, which refers to there basic
modifiers of cultural attitudes and behaviour am¢hiline with the notions of social and politicalpital.
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tors within their internal production system, baitfact, also represent the intermediary goals
of their production process that eventually endbé organisations’ propagated higher level

outcomes: justice, equity, political stability, sdaohesion, inclusive communities.

Although the links are not unidirectional, we catentify dominant connections between
capital forms and final outcomes, just as diffeemnim economic welfare between developing
countries and industrialized ones for instancedare to a relative lack of sophisticated pro-
duction machines in the former: Political stabilityturn mainly depends on civic participa-
tion and the possibility for interest groups toeastheir positions or at least make them heard.
A relative lack of political capital, on the comyanay lead to what is referred to as the ‘Arab
revolution’ or the Euromaidan protests in Ukraime might of course argue that political
stability also depends on other factors such as@uoe well-being, and austerity to be a
source for social upheaval. One might also argaedbme systems are viable although such
rights are suppressed. Yet, most would agree tipafiacal system that is participatory will
have higher chances to sustain that one which ldese. Furthermore, the undermining of
social capital through strong urges of individualjsspecifically in Western countries can
lead not only to individuals’ being forced to ‘boalone’ but may undermine social cohesion
at a more general level (Putnam, 2000). Finallgtige and equity will be highest where cul-
tural capital, based on shared norms and value®$ pronounced. Please note that this is by

no means an exhaustive list, but | believe the @tasrserve their illustrative purpose well.

Let us move the analogy between social productiatgt economic productivity from the or-
ganisational to a meta-level. First, social, peditiand cultural capital, just as economic capi-

tal, can be regarded as ‘productive assets’ whiemat only essential in any process of pro-
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duction, but possess value in themseR/&¢ithout their existence transformation and value
enhancing processes cannot take place and thdech@gn lead to the complete breakdown
of the productive system. The analogy suggesttdurthat while the main purpose of eco-
nomic activity remains to generate financial suspkubject to preserving social, political and
cultural capital and partly tapping these capitahfs in its production process, social goals
oriented activity aims to generate social, polit@aad cultural capital, subject to the employ-
ment of economic capital and overall financial Vigo Social, political and cultural capital
do thereby for the most part not represent thenalie goal of the performed activity but serve
as enablers of the desired outcomes. The big \alded that results from focussing on capi-
tal forms as enablers of social productivity isithelative immediacy, that is changes in capi-
tal forms are direct effects of organisational\attiand more easily detectable than changes
in outcomes. This means changes in societal castats are better fit for measurement than
the tracing of outcomes. What is more, as illusttdiy the connection between capital forms
and the variety of outcomes, such capital forms seme for covering the biggest share of
social goals oriented organisational activity, tisahey can provide a comprehensive account
of value creation. At the same time they can bel isecarve out an organisation’s primary
impact mechanism, that is the outcome(s) whichhaa® the biggest priority in the organisa-
tion’s logic model (Weiss, 1972)They do thus lead to a distinct focus in measuitiiag im-
pact instead of trying to compile an all-encompagsiccount, which is condemned to be ei-
ther too resource intensive due to the magnitudeffetts or to be meaningless due to the

attribution problem introduced above.

® The value of economic capital of course partlyges the potential returns it may generate, sans sf
economic capital such as money or the natural ressuhat form part of capital equipment possesnlzar-
ent value that is fairly independent of their ecoimemployment.

" Despite some variation in how the logic modeldplaed in the current practice of measurement, ratzste-
holders refer back to Weiss’ initial conceptiong$er instance Social Impact Investment TaskfoR@44)). In
contrast to how impact is defined in the latterutoent, namely as “effects [...] that follow fromtoomes”
(2014, p. 6), however, | see impact as ‘attribigaiitcome’, that is the outcome minus effectswwaild have
happened without the intervention’s existence @hgirfollowing (2004, p. 7)).
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Identification of primary impact mechanisms, andsticapital forms an analysis can focus on,
is likely possible for most organisations. Here soene examples: Social capital is the main
(not the exclusive) target of new models in old egee where individual isolation is a major
problem. Multigenerational homes for instance tryatldress the challenge by building ‘arti-
ficial’ family structures and an informal systemsafpport (see for instance Hafner, Beyreu-
ther, & Schlicht, 2010, pp. 128f.). With a diffetemotivation, but in a similar way certain
measures in youth work, for instance youth centagng, to counteract lack of self-esteem or
impeded self-efficacy by integrating isolated youtto a larger, well functioning group. The
build up of political capital is of main intereshere initiatives aim to empower marginalised
groups in local communities or as an indicator tfog success of advocacy and awareness
raising programmes. Cultural capital is of pariguhterest where it is fostered to limit so-
cially offensive behaviour such as crime and viokerbut also with regard to societal virtues
like respect and openness towards minority groapgrants for instance) on the one hand,
and the willingness of these groups to be parhefsociety surrounding them on the other. A
current study in support of this point is Mair, aha and Cardenas’ (2012) use of capital
forms for building a typology of social entreprersghip models. Also in standard for-profit
firms concepts of capital are applied in ‘socio-efficiency’ analyses of industrial produc-
tion (Moller & Schaltegger, 2005; Schmidt et al002). These relate to capital approaches
proposed by the World Bank as components of a lsoaator system (Berger-Schmitt &
Noll, 2000). In a similar way Stiglitz et al. (200@fer to sorts of capital to account for social

progress in national accounts.

To summarise the proposition: A standard investnaeaision is determined by the provi-
sional price of the produced output, which is negetl in the market, but also influenced by

the price of labour and materials and the capga&ided to produce the desired output, which
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is influenced by the current state-of-the-art teghe (Salter, 1969, p. 55). A social invest-
ment decision in turn will be determined by thegeéred value of the ultimate outcome,
which we will consider to be some variation of &rgroup well-being. The outcome in turn
depends on labour (regular or subsidized profeakimork, voluntary engagement, or pro-
bono services) as well as the formation of sogalitical and cultural capital with varying
intensity in dependence of the nature of the désimgcome. With perfect knowledge of all
variables at play as well as their interconnectionsorder to account for productivity and
thus derive a rationale for the investment decsiave would have to split the desired out-
come into each of its constituting components aetianlously trace where changes in these
components come from. Since the latter howevaiirisally impossible in the complexity of
open social systems, we can instead take a shioanduwse the capital assets built as a proxy
for the eventual outcome. This can be done, juth@salue (in this case: price) of labour and
capital could be used as a proxy for the minimurepof outputs in the absence of a func-

tioning market.

After having established the analogy between ecamamd social productivity as a founda-
tion of the capital based approach to social impaetwill have to check whether the analogy
remains consistent when we introduce innovatioara&advancement of techniques’ (Salter,
1969, p. 5), which leads to new levels of produtstivFor if the capital approach would be of

little use, if it were not able to adhere to staddaroduction and innovation shifts alike.

THE EFFECTS OF INNOVATION

An advancement of techniques, according to Sali@8q, p. 5), can refer to incremental im-
provements or more significant changes in prodactiethods. The latter he asserts is com-

monly referred to as innovation. Innovation canseamajor leaps in productivity, but as Salt-
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er remarks, the cumulative effects of smaller improents often match the effects of the
greater shifts. In Salter’s study the enhancemémeanniques designates technological pro-
gress in machinery and equipment across a lardgetyaf industries, including the produc-

tion of bricks, cement, houses, shoes, beet sagtgn or jute. These shifts (with delays, due
to time lags in the diffusion of innovation) havigrsficantly increased the output of the re-
spective production systems. In addition they hiaaéd direct consequences for the capital
employed. The present or past capital in turn gelyedetermines future productivity. The

question of whether we can transfer insights osdhesues from the analysis of economic

productivity to that of social productivity will bexplored in the following paragraphs.

Shifts in Capital Assets as Effects of Innovation

First of all, we can generally establish a linkvbetn economic innovation (mostly treated as
technological innovation Gopalakrishnan & Damanpd@97) and the emergent discussion
across the social sciences of social innovatioa dsiving force of societal change and re-
newal (Nicholls & Murdock, 2012a). In similar waie how technological innovation affects
economic productivity, social innovations can lesecial productivity through changing cap-
ital forms. It would for instance inarguably be @sed to Humboldt’'s foundation of the mod-
ern university, which Drucker (1985, p. 21) treassa social innovation. In the case of the
modern university we can actually detect effectseweral capital assets: (1) If we argue that
in the modern university the innovation lay prinham forming a unity between research and
teaching, we can focus on the subsequent increageilevel of human capital formed by
universities. (2) If we put forth that the main avative element lay in the establishment of
self-governance and the strengthening of the pg@asition of university bodies, we can re-
gard the increased levels of autonomy and stakehgqlarticipation and thus political capital,

which enabled universities to draft research pnognas and create administrative structures
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more independent of the state. (3) Partly as a tammgmtary effect to the build up of political
capital, if we consider the constituted independeoicscience and the part-revision of bor-
ders between disciplinary traditions as the for@nsosirce of innovation, we can analyse the
resulting increase in cross-border collaboratiebsth in the literal geographic sense and an a
figurative one in reference to interdisciplinargearch—and thus levered social capital. It is
becoming evident that in all cases the enhanceofestcial productivity through innovation
can be approximated by the formation of differeapital assets. We can therefore conclude
that in both cases, the one of economic and thaboial productivity, shifts in techniques
trigger changes in capital assets employed in thdyztion process. Given that the thought
experiment on innovation has worked for a very ameéntal and broad incident, such as the
foundation of the modern university, we can assitmal hold for more narrow innovations
at the organisational level as well. What is mdréje capital analogy caters to the needs of
assessing the effects of innovation, that is msijoits, it will likely also apply to standard

organizational operations and incremental improvese

To test the capital analogy further let us considere closely the effects of innovation on
capital equipment. First of all, it has to be rekear that social, political and cultural capital
each is not as easily as economic capital groupeckictive ‘productive capital equipment’ or
passive and crude capital (Salter Salter, 19690 pses the example of a bulldozer for the
former and ‘five thousand shovels’ for the lattésplike economic capital, the other sorts of
capital represent a more malleable as well as more&rsally applicable and transformable
asset. Only in combination with the current stdtéhe-art technique, we can say whether the
interconnectivity between people for instance igemamilar to the five thousand shovels or
the bulldozer, whereas the bulldozer per se cosit4in] all the knowledge of modern sci-

ence” (Salter, 1969, p. 50). To give an examplenakes a difference whether an immense
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group of students is (virtually) connected by moreless intense friendship bonds for the
sake of standard social exchange, or whether madsssdents mobilise-using these pre-
existing connections-to demonstrate for more democracy in Hong-Kong.t Thadependent
on the utilisation of social capital five thousasitibvels can be transformed to a bulldozer.
Such transformation is impossible with economicitedpHowever, the general connection

between new techniques and changes in capitakasi$ettuated remains valid.

To elaborate on this: In relation to new best-pcactechniques, Salter highlights that “[...]
many cannot be effectively used without a new $eapital equipment” (Salter, 1969, p. 50).
Does this hold for the other sorts of capital, t&x@ept for the circumstance that changes in
these sorts of capital are of a discrete rathar #raintegral nature, it does. On the one hand
we have to acknowledge that social capital doesetl&ct the temporal context or location in
which it was built up in the same way as “[...] R built at different dates embody in the
form of their capital equipment the best-practeehhique of their construction date” (Salter,
1969, p. 52). For one, social, political or cultwrapital are much harder to describe and char-
acterize in detail than economic capital. What en changes are not as easily detectable at
face value. One plant may be replaced by a newtatenot only carries new internal proper-
ties (for instance software), but also often comes new outfit (hardware). Changes in social
capital will appear less fundamental, at leastutfipo For instance an ‘old’ social network is
rarely going to be replaced entirely by a new dde.the other hand however, changes will
still be clearly detectable. To illustrate this;daefer back to social movements and consider
which effects an innovation prompt has on the pectiga capital’'s composition: In a state of
mobilisation social capital is more intensely usledn in a state of relative settlement. Alt-
hough there are generally different types of sazialement networks (Diani, 2011), we can

in principle assume that specific social nodes Wwddcome more central and stronger than
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others and that the networks’ overall density woiniciease. In short, the character of the
network would change fundamentally. Another goodreple is the one of human capital.
When manufacturing, service or management innowabiccurs, employees have to adapt
their skills and knowledge, they have to transf@éomecognize, implement and carry out the
innovation. A third and final example can be repreed with a view on cultural capital.

While the fundamentals of human values, mutual gespnd tolerance have not changed
through the international disability agenda of fusion,” such values have to be (re-
)interpreted and fostered to transform inclusiconfra mere idea to actual practice. Thus,
despite some differences in the nature of chanfjesteated through innovation, the analogy

remains generally valid when we regard shifts jpitehassets triggered by innovation.

Capital Assets as Determinants of Productivity

The similarity between economic and social prodiigtiprevails when we regard the connec-
tion between capital assets and productivity subjecinnovation. Salter observes (1969,
p. 52), in reference to John Maynard Keynes (196w, the state of capital at present deter-
mines productivity in the future. Or put otherwitbat present production is determined by
past technology, since not all production can bictwd to capital equipment with new and
improved properties immediately. In consequence,itisomplete diffusion of technological
innovation (to speak with Rogers 2003) hampers @zon progress. Although the directed-
ness might not be as uniform and pronounced irother sorts of capitatfor instance for
these it may sometimes be less clear whether thesalefinitely worse than the newthey
behave very similarly. Take for instance our pregie@xample in elderly care: Against an
individualist life style, work life oriented choisef locality and demographic change in com-
bination with equal or less resources for profesaielderly care, new models are needed.

Community oriented or multigenerational housing ¢teatp counteract individual isolation
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and strengthen mutual and self-help. Nonethelesls swdels are still far from dominant in
elderly care and the established system of nutsimges prevails. This shall not mean that all
nursing homes will have to be replaced by new mndedpecially since the former might
more effectively cater to the needs of some peuwlereas others would benefit from new
models. However, overall social productivity is etetined by the different levels of social

capital resulting from these two modes of orgamirat

Let us consider the links between capital and petdty more specifically. Salter (1969,
pp. 27f.) formally and visually describes how undegiven state of knowledge unit require-
ments of labour (ordinate) and capital (abscisefind the best practice production curve as
the lowest convex tangential function to the pdssitbmbinations of labour and capital,
which themselves define the entirety of availalklehhiques. If increases in efficiency or in-
novation occur, they result in labour or capitaltisgs, and thus a new best-practice tech-
nique, a curve closer to the axes. Since the savindgabour and capital may be dispropor-
tionate in each of these steps, the curves of labod capital requirements take on different
shapes, which in turn affect the slope of the peattice production function. While the deli-
cacy of these shifts and their constituting factams not in our primary interest, we have to
make sure that the general idea behind them waqpty @o social productivity just as it does
to economic productivity. Thus, is it possible tipabductivity is levered not only by an in-
crease in available capital, but also by a moneiefft use of this capital, which would in ef-

fect reduce capital intensity?

Let us consider social capital as an example. himurhood or community is going to be
the more lively and thus the more productive inntetacting individual isolation or increas-
ing residents’ well-being, the more social capiitedre is (referring to the number and intensi-

ty of social contacts in that community). Howeviérye were to increase the effectiveness of
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contacts, for instance by introducing a system ofual neighbourhood hefpwhich shall
serve as the innovation incident here, social pebdty could be levered to or above the
same level as before even with decreasing leveds@al capital. Thus the social productivity
modelcan behave in the same way with regard to capitahasohe on economic productivi-
ty. If we were to include some concept of labouslinof this, we might define the time and
effort dedicated by individuals to social interaa (their engagement) as labour, while the
presence and usability of these interactions has loeafted as the capital available. While
social capital, as just described, might decreasesa the community without any loss of
productivity, the direction of changes in engagenevels is less clear. In absolute terms, we
can assume that in line with the decreasing empdoyrof capital, also theeed forengage-
ment involved will decrease. At the same time thgubere are going to be relative shifts of

engagement from the recipients of help towardselposviding neighbourhood help.

It needs to be remarked that all of the considenathave been made independent of the ques-
tion, whether social innovations, as illustratedthg neighbourhood help example, are even
meant to decrease capital or labour/engagementsitye This is also why the character of
possibility or necessityhas been highlighted above. In contrast to ecoangmaductivity we
often do not seek to minimise labour and capitgblegment—in many cases we would seek
the contrary due to the inherent positive valueilbed to civic engagement or social connec-
tivity. But minimisation or at least reallocationight be necessary if we consider a closed
social system under the restraint of limited resesy both in terms of social capital as well as
in terms of individual time available for engagemedhifts might be necessary in order to
cater to more pressing needs (helping elderly meajisabled people or young families with

children) in favour of less pressing ones (chattiiily neighbours). At any rate, we can con-

® The informal system will in particular benefit theeaker community members such as elderly or disabl
people or young couples in need of child care sttppo
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clude that both economic and social productivitiidee in similar ways with regard to their

effects on capital assets, when innovation occurs.

What we have learned from all the observationgufiteon to the proximity of economic and
other forms of capital, is that some interventians relatively independent of the employed
technique, whereas the assessment of others wjilliree a more explicit account of tech-

niques, a shift in which is considered innovation.

ALTERNATIVE WAYS OF ASSESSING SOCIAL IMPACT

There are many ways of classifying the immenseetyanf tools out there that are occupied
with assessing social value creation (Maas, 20@@&nT 2008), some of which are not even
preoccupied with measuring impact but rather withvaling sustainability indicators or per-
forming an organisational ‘due diligence’ processhwegard to impacpotential (Milden-
berger, Minscher, & Schmitz, 2012). Although thediscape of measurement tools develops
dynamically, and changes might have occurred dinedast accounts, it is unlikely that yet
another attempt of classification will bear substdmesults. This is why | do not use existent
measurement tools for outlining principle issuegha measurement of social impact (and
only occasionally refer to some of the most widmhplied ones for illustrative purposes), but
present four distinct academic concepts or thedhiasare in principle eligible for conceptu-
alizing social impact. The purpose of this expliamis not to give an encompassing account
of these approacheseach of these has filled a vast number of booksaaticles—but to fo-
cus on the aspects that are key with regard to #pgilication in impact measurement, espe-
cially in comparison to the capital based approétdk.thus necessarily sketchy and limited to

a review of key texts, mostly original ones.

Impact as the Production of Merit Goods
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Interpreting social impact as the production of fingoods’, those goods that satisfy ‘merit
wants’ (Musgrave, 1951; Musgrave, 1959), would espnt a distinct way of assessing the
‘products’ in the social production system, takingp account the specific properties of the
goods produced. Among the properties of merit g@avdghat they are ‘needs oriented’ rather
than dependent on willingness-to-pay. This is aegh#rait with social goals oriented organi-
zational activity and has been newly pronounced asentral characteristic of social innova-
tion (Nicholls & Murdock, 2012b). What comes in &dxh is their public benefit character,
which takes precedence over individual wants. Tasonates well with the idea of social
productivity | introduced earlier. For some of finepacts discussed initially, such as social
cohesion, justice, political stability, it is alselevant that they are non- or only partly exclu-
sive, which is a trait of collective or public wanwhich as Musgrave outlines share many
commonalities with the more narrow concepts of tngoods (Musgrave, 1951). All three
aspects, the needs orientation, the public bededitacter and only part-exclusivity would for
instance apply to the strengthening of communéyg th a deprived context. It may suppress
conflict and stimulate productivity across that eoumity, independent of the particular in-
volvement of individuals or their buying power. Whoverall benefitting the community as a
whole and in equal amourtghat is everybody can potentially benefit of muthalp and a
constructive climate of cooperation (characterisfia public good}-some individuals will
benefitrelatively more from the network of ties than others, inipatar more deprived indi-
viduals are likely to gain against the better-dfhe circumstance that the strengthening of
community ties is motivated by the ‘deserving’ asatlvantaged individuals, and thus pro-
duces an intended interference with the individuraferences of others (the better-off might
have been better able to establish a position wepin weak community network), is treated
as a characteristic of a merit want (Musgrave, 195841). Musgrave’s concept seems supe-

rior in describing the character of the goods pitediin this case and their underlying motiva-
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tion than for instance Buchanan’s alternative psapduilt on individual preferences under
consideration of external economies, which are detapn the “polar case of equal consump-
tion” of the good (1960, p. 237). However, the mgoods approach does not seem to offer
any useful point of reference for improving the ldreges posed by the attribution problem. It
suffers from an indistinctness and multi-facettexdnef effects that cannot be easily allocated
to a single or multiple goods. It is hardly possild identify goods that result from social

impact activity precisely.

In contrast to this, the capital forms represewag of defining components which contribute
to the desired final outcomes. They are thus masdlyedefined and measured. Indeed, we
have to acknowledge that some of the capital famtreduced could-depending on the na-
ture and goals of the individual interventieyy themselves be interpreted as the final out-
come or at least be located at very close proxitatthat final outcome. What is more, the
capital forms focus primarily on collective rathtban individual wants. This is not to say that
the capital forms disregard the individual, butt ttieey aim to capture value creation in a way
which acknowledges that the common good is defiaethe level of society. Values and
norms for instance affect the individual but theg determined at the collective level and
refer to the interactionsetweenndividuals. Non- or anti-violent attitudes anchbgiours are
an imperative that society defines for its indivathi The same applies to the newly pro-
nounced principle of inclusiveness in communityteats, may it refer to people with disabil-
ities or those with minority cultural backgroun@milar arguments can be put forth in rela-
tion to social connectednes£lgar et al. for instance describe social capitalraore than
the sum of social relations among individuals” (20p. 1051)-or political participation.
Although not all individuals might equally value partunities for engaging politically, these

are posited to be a universal virtue, and an osgaioin whose declared impact is to empower
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people politically will have to be judged againse tlevel of political capital it has produced.
The value of this capital is partly independentioiv much or how little political participa-

tion is part of individuals’ preferences.

Cost-Benefit Approaches

Cost-benefit analysis (Dreze & Stern, 1985; Lay&r@laister, 1994) is the archetype for the
currently most widely spread methods of capturingiad impact. For instance the ‘Social
Return on Investment’ as developed by the Robarterfrise Development Fund and refined
by the ‘new economics foundation’ or the ‘Best Atigive Charitable Option’ of Acumen
(formerly known as Acumen Fund), a well-known sbeenture fund, are based on a cost-
benefit logic. They try to assess the returns gardrby a certain investment; by doing so
they follow the logic of cash-flows. They assessdmount of money allocated to a particular
organization against the resulting returns frons thivestment. The returns which are most
easily captured are direct or indirect financiagsnthe latter include for instance savings for
the state, a regional government or the municipaldue to their proximity to the logic of
cash flows, these are the dimensions that are rosgnised and studied. A recent systematic
review of over 100 Social Return on Investment igsifor instance outlines a clear neglect of
the ‘social effects’ against the urge to capturehsaspects that can be priced (Krlev et al.,
2013). Thus, while cost-benefit analyses seem a gool to fathom economic and socio-
economic benefits where these are clearly idebtdiathey are incapable of assessing the
more ‘intangible’ benefits. This is no problem #tfar some interventions, namely for those
whose theory of change (or logic model) and openali strategy are both simple (Ebrahim &
Rangan, 2010). For them, according to Ebrahim aaayRn’s proposition, it would suffice to
look at mere outputs (which is what cost-benefdlgses actually often do Marée & Mertens,

2012): This is for instance the case for life-sgvinterventions, including refugee camps,
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vaccination initiatives, nutrition programs or suofproving water hygiene or sanitation. For
these it is important to know how much sheltersehlagen provided, how many vaccinations
given, how much food given out or how many chlorialelets distributed. The more complex
the logic model and the operational strategy howes@ Ebrahim and Rangan advocate, the
more will we have to focus on outcomes/impacts. &tgn in some of these cases we can
apply cost-benefit analysis without many probleffisis applies for instance to interventions

that provide clear and direct financial benefitstsas in work integration.

When we look at many other interventions thougle, ‘Bocial effects’ are much more im-
portant. In fact the raison d’étre of most sociahlg driven organisations is other than pro-
ducing financial economic or socio-economic besefithird sector, nonprofit, voluntary sec-
tor or civil society organisations (mostly usedegsiivalent terms) have emerged due to mar-
ket (Hansmann, 1980; Hansmann, 1987; Titmuss, @a&léshton, 1970) and state failures
(Weisbrod, 1975). Thus a paradox occurs when applgost-benefit analysis to these kinds
of organisations: If their purpose and missionlé&ady other than financial, why then do we
all of a sudden assume that monetary benefitsl gfeeformance criteria are fit to assess the
value created by such and related organisations®ldition to the perceived inadequacy or
insufficiency of the measure, focussing on it pttdly leads to a waste of resources in the
measurement process. Over and again, assessanpaitiinvest time and effort into pinning
down an intervention’s welfare contribution by asseg its monetary value. However, what
is likely to distinguish organisations are diffeces in producing their postulated social ef-
fects. Mair et al.’s (2012) study of social entepeurship models suggests that identifying
the forms of capital an organisation is contribgtio, is core to understanding its mission.

Capital forms serve a systemizing function and #amegously provide an approximation of
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further intended outcomes and the overall enhanceofahe target groups’ social productiv-

ity.

When comparing two interventions in similar fielded contexts, and with similar target
groups, which would represent the first step towamamparability in impact measurement, it
does in principle suffice to know how they differthe formation of the specific capital form.
All other efforts spent on further effects and thepnetisation are varied only by the degree
of the capital form in question. To give an examjrethe ideal case we would therefore cal-
culate only once the societal ‘savings’ by prevemjuvenile crime and arrive at a monetary
valuation for the intervention of two organisatidng weighting these savings by the degree
to which the alternative interventions are formoudtural capital (consisting of several com-
ponents to be defined more specifically) immedjatdter the prevention effort and thus the
likelihood of decreasing anti-social behaviour tie future. One might argue that such a ‘fo-
cused estimate’ is not reliable and in generas tempting to think about impact in a very
broad sense and to try to capture many (if notitliaspects, and to do that over time. How-
ever, thinking that this would increase reliabilitsya false conclusion, for if we broaden the
width and stretch the horizon of impact measurent@ntfar, we invite so many contextual
factors and confounding variables that we are rtebeff judging ‘the actual’ impact. At any
rate it is becoming evident that we may even fonegmetisation completely, since the level
of capital determines the social investment denisilbeady, or at least that a cost-benefit ra-

tionale may complement a capital based analysisdiuteplace it.

In addition to the potential distortions causeddogt-benefit analyses, we should consider
how their foundation in the assumption of fixedfprences that are used to assess benefits
may affect impact analyses. Bliss (1993, p. 423)isnanalysis of measures of the standard of

living puts forth that “[t]he idea that preferenca® fixed and given is probably the least ap-
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pealing idea that economists have ever come upwithparticular with regard to the analy-
sis of social impact one is literally forced to egwith this assertion. The reason lies in that
some social impact might be fundamentally groundetie alteration of personal preferences
and attitudes. Take for instance the violence preee programme from before. The impact
(and the formation of cultural capital) in this edies in the transformation of individual pref-
erences as regards violent behaviour, more spaityfinn effectuating a shift from delinquent,
anti-social actions to conformity or pro-social betour, including its subsequent effects on

quality of life, both of the individuals and theurroundings.

Thus, the aggregation of individual preferences, utility functions, may or may not accu-
rately predict overall economic welfare (includimgome, consumption and purchasing pow-
er)’, however, itwill not serve in measuring social welfare, which isugided in collective
preferences rather than individual ones (comparhegoint made in relation to the princi-
ples of merit goods). This line of argumentatiomigparallel to what Bliss refers to as “life-
styles” that determine individual behaviour beydhd idiosyncratic and self-centred prefer-
ences. A collective orientation and a normativeugohng of what is socially accepted versus
that which is dismissed, is indispensible to exelympular adverse examples with for in-
stance a high degree of social capital such aM#fea or extremist groups. The contestation
of the fixed preference assumption is another pagainst the application of a cost-benefit

logic in the measurement of impact.

The Capability Approach

® More broadly speaking everything that can be bnoigrelation “to the measuring rod of money” @i
(1993, p. 417) citing Pigou (1952, p. 11)).
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Sen provides the argument that an orientation tdsvunctionings (also referred to as a per-
son’s ability to function) would omit the incorrestsults produced when assessing social
welfare on the basis of individual preferences,le/preserving the ability to judge “against
the deprivation of living standards” (1993, p. 4&4)to advocate the improvement of the lat-
ter. The combination of individual functioningsrisferred to as a “functioning n-tuple” and
the setof such functioning n-tuples is calleddpability’, from which a person can choose
one functioning n-tuple (see also Sen, 1985). Tpwaach has been proposed and used to
judge poverty alleviation (Alkire & Foster, 2011&lkire & Foster, 2011b), where poverty is
understood as a deprivation of a person’s freedbnohbose from a multitude of possibilities
to function, and thus a restriction of her capépiliather than a mere lack of income. Capa-
bilities include a person’s status in the commuiaityl her participation in community life,
her possibilities to influence political decisioraking etc. At once one recognises overlaps

with the social impact debate, and with the cagipgdroach.

Sen’s argument that a person’s free choice fromfimectionings might serve as a better
measure for social welfare or impact than the figegferences of cost-benefit analysis likely
holds. However, its value for social impact measwaet overall is limited to cases where
misfunctionings affect societies broadly and aHliwiduals nearly in the same way, e.g.,
where loggers attack the forest and create deetsmpede living conditions (globally). It
is of limited explanatory potential, where from aggregated welfare perspective the “elimi-
nation” of the impediment of functionings is eqyalaluable to society as its prevention or
treatment. Take once again for instance crime erdsl A direct and severe punishment, that
is the isolation of the criminal individual, mayJeasimilar or lower negative effects on the
functionings of the broader community (including timdividual) than keeping him or her

within that community and tackling the problem bgans of an anti-recidivism programme.
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Critics could remark that keeping someone in prisuith the costs involved, will most cer-
tainly make the anti-recidivism programme prefegafilhe case looks different, if we look at
it from a social impact perspective. That is wheninclude (potential) acts of recidivism or
related sources of distress for the community, isgoing the individual might be equally
valuable despite the higher costs evoked or thetfat society would lose the productive
capacity of this individual. If we were to applyetlogics of functionings here, decision mak-
ers would be indifferent as to which option to cé@oThe decision would be unambiguous, if

a capital based concept of social impact or welaee applied.

The capital approach explicitly takes the inhemoductive capacity of individuals, networks
or virtues into account. It posits, even if bothattgies result in the same state of function-
ings, the one option shall be preferred that uhlesgotential that is future productivity ra-
ther than binding it. The reasoning behind thigoretle is that a positive value is ascribed to
forms of capital (be they social, cultural or picht) per se that is without explicitly taking
into account their uncertain and manifold consegesnlt is suggested that social impact
when understood as a contribution to building défe forms of capital enhances society’s
capacity to act generally and is thus preferabla@ternative measures that result in an equiva-
lent set of functionings at present. The capitglrapch maintains decision consistency by
explicitly utilising pre-defined sources of prodwdly in societies or combinations thereof as

relevant measures of impact.

Life-satisfaction Approaches

Kroger and Weber (2014) have very recently propasesbnceptual framework for social

impact measurement that is based on individualskfissfaction. Kroger and Weber propose

to calculate social value creation after an intethe® by comparing changes in the life-
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satisfaction (LS) or domain-satisfaction (B’f an intervention group to that of a respective
control group and ‘normalising’ this difference the magnitude of the social need addressed
by the analysed intervention, defined as the pustvention regional/national LS or DS mi-

nus that of the control group.

What is the difficulty with such an approach? Ipesonal comparisons of LS or DS are fun-
damentally flawed by three effects, which shalldod#lined in reference to Kroeger and We-
ber’s proposed model. It is to be remarked thatiginot meant to be an analytical discussion,
but rather an argumentative one using extreme ebeangs well as sketchy comparisons of
data estimates of their conclusiveness in ordesuttine why it is problematic to focus on

life-satisfaction for comparing interventions, evanre so when doing this across fields, re-

gional and country boarders and treatment groupsamsed by Kroger and Weber propose.

First, LS approaches aggregate a variety of squigperties or feelings, so that individual
aspects are inseparable and become layered. Theeggsea for most domain-satisfaction lev-
els, since although narrower, the domain of hesdtisfaction for instance is still considera-
bly broad. Of course the explanatory value of eviadex is reduced by its aggregation of
constituting elements, however, there is a diffeeehetween indexes that are composed of
several individual components and such that tesiggnegate measure to begin with, that is
cover many aspects separate aspects by a singléaqenamely “how satisfied are you with
X?”. | am using the example of a mental healthriregation discussed by Kroger and Weber,
where the needs level of the intervention grougeitned as the difference between the health
satisfaction (DS) of mental health patients andrthgonal/regional average. This difference

and thus the target group’s ‘need’ might actuatly lme due to the ‘disadvantage’ produced by

DS is a breakdown of life satisfaction into seyedlamain-specific partitions such as health, etlanaetc.
Kroeger and Weber (2014).
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the patient’s disability, but due to other lifeaimstances, for instance a particularly remote
location that results in a feeling of isolation winiin turn impedes the patients’ mental health.
Without controlling for all such factors no sounssassment of needs levels is possible by
comparing individual with regional or national aages. And even if one tried to account for
variations, focusing on the aggregate measure alweatails a higher risk of missing out on
critical influencing variables, than more fine-gradl and punctuated sub-measures. To give a
somewhat exaggerated example, using changes im DS dor assessing the effectiveness of
a social intervention would be like asking for impement in health satisfaction when testing
new medication for blood pressure while disregaydire change in blood pressure, or poten-
tial side effects at the same time. Not only mitiet improved health satisfaction derive from
side effects or pharmacological interaction withest medication, which would lead to an
overestimation of positive effects; it might alse that an actual change in blood pressure
does not manifest itself in increased health sattgin, leading to underestimated effects. The
latter is always the case where measures areoat @aggregate level to detect smaller, yet sig-

nificant changes. | call this thaggregation effect

Second, life-satisfaction is fundamentally subjextand malleable by the circumstances, and
more so than other self-assessments, which magsbedtby survey techniques. If we were to
objectively assess the life satisfaction of a veellicated, rich person in a harmonic social,
conflict free environment, which is moreover safiel @rosperous (scenario A), with that of a
person living in the exact opposite circumstandest is with no education, a high level of
social conflicts in a tension ridden environmerte(grio B; be the scenarios in different or
within one and the same country), we would havéind diametrically opposed LS levels.
Otherwise we would assume none of these variablafféct LS and ergo that no intervention

tackling these issues would produce a positivadyielLS. However, LS levels are not as dif-
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ferent as we would expect them to be. Does thahrtiest discrepancies in life circumstances
are unimportant or immaterial? No, the main rea®orthis circumstance is that individual
expectations depend on individual life circumstanaed expectations seem to decrease at a
higher rate the worse conditions get. This regult&irly tolerable LS levels despite objec-
tively bad conditions or fairly low LS levels despiexcellent conditions. Another paradox
that points to the influence of context conditias perceptibly objective and conceptually
consistent LS levels is found in Graham’s exampROB, p. 52) of the Russian crisis in the
1990s which has led both employed and unemployegdlpdo become happier with increas-
ing rates of unemployment, that is to be personallye satisfied with a situation where the

majority of other people is worse or at least reitdy off. | call this thecontext effect

Third, LS furthermore depends on personality ansuigiect to change over time. Some per-
sons might find it boring to have a settled, weltlanised life and are therefore less happy
with one and the same life than others. They méglen be enticed to produce conflict. Also,
while one and the same person might cherish saeAaais long as she finds herself bound to
scenario B, her ‘esteem’ for scenario A could daseethe closer she gets to or the longer she
finds herself in it after having successfully male transition. Kahneman and Thaler (2006,
also discussed in Diener, Lucas, & Scollon, 2006)ristance point out that changes in LS or
DS are fundamentally influenced by the novelty ofiwumstance or the attention it gets
(specifically, they refer to an event as life-chiaggas paraplegia), with a tendency towards
habituation and thus an adaption of LS levels poexious state once this property moves out
of the focus of the affected person’s awareness.rélability of the measure as a predictor of
improvement or aggravation of a person’s situagiets worse whesatisfactionis in focus
where the state a person finds herself in is olwglgtbad, but a source of satisfaction to said

person. This issue partly relates to previous issitBned with regard to preferences or the
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freedom to choice from functionings. It is the cageere people exert violent behaviour and
make a living of it, where school truancy rathearttiacing challenges in school is perceived
as the easier way or where people objectively &uffom an addiction, which in their per-

spective might be the source of joy. Judging ttiectizeness of an intervention based on in-

dividual satisfaction is obviously ineligible indbe cases. | call this theersonality effect

The index effect and the context effect are paldity relevant when assessing needs levels
of an intervention’s target group as proposed byger and Weber by comparing their LS or
DS with that of the general population, since défees might be context related or the rea-
sons for the difference might be obscured. Thespeality effect’ is particularly relevant
when comparing changes in the DS of an intervergronp to those of a control group, since
the sources of satisfaction are not unidirectidoalll persons. Moreover it outlines that LS

approaches are not applicable at all to certaldie

The capital approach suffers from neither of theféects. It aims to capture aggregate overall
concepts determined in a societal legitimisatioacpss and recognised as parts of social
productivity. This counteracts the personality efféVithin the capital forms individual com-
ponents are identified that incorporate some stibgeneasures, but such that relate for in-
stance to attitudes and behaviours rather thamttsfaction which is influenced by the cir-
cumstances. This counteracts the context effe¢cho@bh the individual components form
part of larger aggregate measures, they are asisdgsetly and one by one and thus recog-

nised as distinct items. This counteracts the ireffect.

LINKS FOR OPERATIONALISATION OF THE CAPITAL BASED A PPROACH
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Now that | have presented the capital based appraad concluded its superiority in as-
sessing in particular the social aspects of satiphct against several alternatives, it remains
to outline how the approach can be practicallysah. |1 have outlined initially which specif-
ic fields are likely to focus most on which sortaaipital in the exploration of primary ‘impact
mechanisms’ or ‘logic models’, which is why the gifeal scope of relevance will not be re-
peated here. However, we need some insights onexewtly the proposed forms of capital
can be operationalised for empirical research.fohewing paragraphs focus on a brief recap
of the primary components of the capital formsex®gnised in previous research and outline
potential references for applying the concepthieactual measurement of these components.
It will be seen that applications at present atieegilimited to the macro level or societies or
the micro level of individuals, which underscorke hecessity of developing them further for
application at the organisational level. At anyeriatwill become clear that a variety of, large-

ly untapped, points of reference exist that candea to test the proposed approach.

Social capitalhas been discussed with varying notions by promirseholars (Bourdieu,
1986; Putnam, 2000). In addition to its referemctéhe connections between people as well as
the strength of the bonds between them, typicaliysio includes personal trust and is central
to the ideas of (re)integrating people sociallyobibuilding social solidarity (Braun, 2001;
Priller, 2004). Since its emergence, a considerbhbtyy of literature concerning its measure-
ment has developed (Grootaert, Narayan, Nyhan J&n@goolcock, 2004; Grootaert & van
Bastelaer, 2002; Lillbacka, 2006; Narayan & Cassiki01; Onyx & Bullen, 2000; Stone,
2001). Although attempts are usually situated atrttacro level of society and employ sec-
ondary panel or cross-sectional data, they canrmiits application for empirical measure-

ment at the organisational level. The link betwgentwo becomes particularly evident where
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social capital has been studied in relation toftmmation of human capital in an organiza-

tional context, for instance in high schools (Codemn1988).

Political capital has been discussed in relation to political pigditon as well as the consid-
eration of minority interests (Almond & Verba, 1983utnam, Leonardi, & Nanetti, 1993;
Sgrensen & Torfing, 2003). It can be expresseddgyyraks of civic political involvement or
levels of political transparency (Huntington & Nahs 1984; Verba et al., 1978). Insights into
its measurement at the national level (Dalton, 26GBaycioglu & Turan, 1981) can provide
guidelines for its transfer to social impact measwgnt. A potential second variable of politi-
cal capital to be considered is the one of asssméigs in promoting and enforcing political
positions. This relates to the concept of ‘advoceesglition frameworks’ (ACF) (Sabatier,
1998; Sabatier & Jenkins-Smith, 1993; Weible, Sabat McQueen, 2009), a concept that is

used to trace the influences of (groups) of aatorthe process of policy formation.

Cultural capital relates to societal values and moral standardsetisas cultural education
and development (Bourdieu, 1986; Goldthorpe, 20@73. closely connected to the theme of
individual identity (formation) which is intensiweldebated in psychology (Davis & Marin,
2009; Wernet, ElIman, & Pendleton, 2005). Althoulgéré are attempts of measurement, the
subject is somewhat delicate due to its vaguerdssk( 2006, pp. 37ff.). Nonetheless, it is
discussed as an operational variable for researdihe social sciences (Abdelal, Herrera,
Johnston, & McDermott, 2006). In terms of operagigsation the methods and findings of
values surveys can be made use of (Esmer & Paiter8807). The latter in particular are at
proximity to the surveying of different aspectsayerall well-being (Diener, Shigehiro, &
Lucs, 2009; Eid & Larsen, 2008; Frey, 2010), speaily those directly referring to the indi-
vidual’'s judgment of their own comfort, self-imagad living circumstances. These ap-

proaches have been applied at the national (Di@@@6) and at the individual level (Kahne-
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man & Krueger, 2006). They may serve to outlineittterconnectedness of spheres and pro-
vide a link back to the broader discussion of nenmcepts of welfare. The link to be estab-
lished will however lie at the conceptual rathearthhe content-based level, since the difficul-
ties of applying aggregate measures of well-besugh as domain or life-satisfaction have

been discussed above.

CONCLUSION

This article has provided a conceptualisation oépital based approach to impact. It has ar-
gued that the capital approach is a potent conedpth draws on fundamental principles of
economic theory and the wider social sciences,aredwhich is practically capable of as-
sessing socially productive activities of a variefyorganizations. By drawing on prior re-
search, it has been shown why it makes sensertk #hiout and conceptually forge different
sorts of capital to denote and pin-down variouetaof social impact. It has furthermore
been outlined how a capital based approach relatasd performs in comparison with alter-
native models to assess social welfare. The theatetontribution made by this article can
serve as a point of reference for future resedlehrapital approach however is still in need
of further elaboration before its composition candonsidered comprehensive. First, moving
on from the focus on capital in the context of abgroductivity, we need to outline more
specifically where social, political and culturapital resemble and where they differ from
economic capital. This requires a more detailedere\of capital theory as well as the that on
the other capital forms. Second, we have to mowa fthe links outlined to operationalise the
capital based approach to its actual applicatioenmpirical research, in order to pin down the
real value added that stems from the concept.dw af the timeliness and salience of impact
measurement against the present shortcomings auitent practice, both seem a more than

worthwhile task.
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