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The soaring popularity of business practices in the social sector has elicited numer-
ous calls from academics and practitioners to adopt appropriate methodologies to
quantify and compare social value creation. Contributing scholars consider it a great if
not impossible challenge to compare social value creation of different, unrelated
heterogonous interventions. We help bridge this research gap by developing a con-
ceptual framework that allows us to compare the effectiveness of social interventions
serving the different needs of different treatment groups in different socioeconomic
and institutional contexts. We do so by bringing insights from both the literature on
subjective well-being and the literature on organizational effectiveness theory into
not-for-profit and social entrepreneurship research, as well as into the literature on

program evaluation.

Measuring and comparing social value cre-
ation is an ongoing topic in society, politics,
science, business, and economics. The impor-
tance of this topic is particularly great for not-
for-profit organizations aiming to alleviate so-
cial problems such as hunger and poverty.
Wondering whether they minister to their ben-
eficiaries as effectively as possible, these
organizations want to know not only "“if they
really are making progress and maximizing
their potential positive social impact” but also
"how they are performing relative to their in-
dustry peers” (Lingane & Olsen, 2004: 124). Such
organizations often depend on material and
immaterial support from third parties, including
foundations, governmental institutions, corpo-
rations, and investors—sources that in-
creasingly confront not-for-profit organizations
with high expectations and demands regarding
transparency and accountability (Campbell,
2002; Early, 2005; Grimes, 2010; Miller & Wesley,
2010; Nicholls, 2009; Polonsky & Grau, 2011).
These sources seek to evaluate and compare
a variety of social interventions to fund only the
most effective ones (Buckmaster, 1999; Miller,
Grimes, McMullen, & Vogus, 2012).

Measuring and comparing social value creation
is presently being discussed in the literature on
not-for-profit management, social entrepreneur-
ship, and program evaluation (Bagnoli & Megali,
2009; Epstein & Klerman, 2012; Grimes, 2010; Holma
& Kontinen, 2011; Polonsky & Grau, 2011; Sawhill &
Williamson, 2001; White, 2013). Contributing
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scholars consider it a great if not impossible
challenge to compare social value creation of dif-
ferent, unrelated heterogonous interventions (e.g.,
Austin, Stevenson, & Wei-Skillern, 2006; Dacin,
Dacin, & Matear, 2010; Emerson, 2003; Mair &
Marti, 2006; Nicholls, 2009; Polonsky & Grau, 2011;
Ryan & Lyne, 2008; Zahra, Geddajlovic, Neubaum, &
Schulman, 2009). Indeed, our literature review
revealed that current approaches neither clearly
reflect social value creation nor specifically permit
such comparisons.

To help close this research gap, we develop
a conceptual framework for comparing the social
value creation of different and unrelated inter-
ventions that serve different needs of different
treatment groups in different socioeconomic and
institutional contexts. To do so, we break with
the dominant rationale by incorporating litera-
ture on (1) subjective well-being (SWB) and (2)
organizational effectiveness theory into litera-
ture on (3) not-for-profit management and social
entrepreneurship and (4) program evaluation.

More precisely, we use subjective satisfaction
ratings to offer a uniform measurement unit that
social interventions from different sectors can
apply to gauge their performance and compare
themselves with their industry peers. We then
take the concept of mean life satisfaction (LS) in
regions and countries, which conventionally
indicates the living standard of regional or na-
tional economies, and combine it with insights
from the not-for-profit literature. We conclude
that social interventions primarily treat people
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below regional or national levels of mean LS.
We can thereby easily calculate the social need
for different treatment groups in different re-
gions or countries. Furthermore, we draw on or-
ganizational effectiveness theory—namely, the
functional model (e.g., Cunningham, 1977: 468;
Matthews, 2011: 84)—and adopt a basic un-
derstanding of value creation that enables us to
posit a social intervention's effectiveness as
a relative construct. Accordingly, we define the
effectiveness of a social intervention as the de-
gree to which an organization reduces a treat-
ment group'’s social need. This degree can then
be meaningfully compared with the degree of an
entirely different social intervention that also
reduces a treatment group’s social need.

These combined elements from each of the
literature streams within the various compo-
nents of our framework bring us to new concepts
of what "social” means in the not-for-profit con-
text, of the social need in a region or country,
and of the effectiveness of social interventions.
These insights allow the comparison of un-
related heterogeneous social interventions. Our
framework therefore parts from the prevailing
view in the not-for-profit literature that such
comparison is impossible. We also contribute to
the not-for-profit and social entrepreneurship
literature by introducing LS ratings—which
conventionally indicate the living standard of
regional or national economies—as a uniform
measurement unit to assess the performance of
interventions, regardless of the sector in which
they occur. Moreover, our framework adds to the
literature on program evaluation by providing
a new method with which to contextualize pro-
gram evaluation within the regional or national
socioeconomic and institutional context for so-
cial interventions’ operations. Finally, we
contribute to the study of organizational effec-
tiveness by reintroducing the functional model,
which has lost attention in the literature, into the
not-for-profit context.

This inquiry begins with an explanation of our
understanding of a social intervention and the
meaning of value creation in the social context.
We then review the relevant literature, single
out three central insufficiencies, and formulate
three corresponding requirements of a frame-
work for comparing social interventions that
serve the different needs of different treatment
groups in different socioeconomic and in-
stitutional contexts. We respond to these
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requirements by drawing on the SWB literature
and organizational effectiveness theory and by
designing the framework. Finally, we discuss the
contributions and outline theoretical and empir-
ical implications of our proposed model.

SOCIAL INTERVENTIONS AND SOCIAL
VALUE CREATION

Not-For-Profit Organizations and
Social Interventions

Not-for-profit organizations conduct one or more
social interventions. The ultimate purpose of so-
cial interventions is to create social value by
improving the well-being of disadvantaged indi-
viduals (Martin & Osberg, 2007). One relatively
new type of not-for-profit organization is the so-
cial enterprise, which searches for superior in-
novative solutions that can alleviate complex
societal problems not sufficiently addressed by
charities, governments, or commercial markets
(e.g., Santos, 2012). This innovativeness often lies
in a new combination of social and business
practices. A well-known example of a social en-
terprise is a microfinance institute that runs
a microfinance intervention intended to help
women at the bottom of the pyramid break the
vicious circle of poverty. The women receive
microcredits and investment lessons that improve
their well-being—specifically, their financial sit-
uations and investment skills. It is necessary to
distinguish any improvement in the women's
well-being from the intervention’'s pure outputs.
The term output refers to the means: the micro-
credits and investment lessons that women re-
ceive to improve their financial situation and
investment skills. This improvement, in turn, is
the increase in women's well-being. We focus on
the ends: those eventual changes in well-being. A
discussion of the most effective and efficient
means to initiate such changes is outside the
scope of this article.

The development of a framework for compar-
ing social value creation precedes a theoreti-
cally grounded understanding of value creation
in the social context. Zahra et al. suggest clari-
fying the meaning of social value creation by
integrating “insights from research on organi-
zational effectiveness” (2009: 530). We follow this
recommendation because organizational effec-
tiveness affords an analytical framework that
"represents a useful tool for critically evaluating
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... the work of organizations” (Forbes, 1998: 183).
This recommendation explicitly includes evalu-
ation of the effectiveness of not-for-profit orga-
nizations (Herman, 1990).

Organizational Effectiveness Theory and
Social Value Creation

The relevant literature on organizational ef-
fectiveness peaked between 1975 and 1985,!
yielding “a potentially infinite number of effec-
tiveness models” (Zammuto, 1984: 614). We stress
"integrative, or multivariate, models [that] are
generally more comprehensive and attempt to
account for a greater proportion of the variance
in effectiveness” (Steers, 1975: 547) than is the
case with univariate effectiveness models,
which use "“only one measure of organizational
success” (Steers, 1975: 546). In the relevant liter-
ature there have been several attempts to cluster
and/or categorize different multivariate models
of organizational effectiveness (e.g., Lewin &
Minton, 1986; Quinn & Rohrbaugh, 1983). Here we
follow the typology established by Yuchtman
and Seashore (1967), two of the first scholars to
discuss multivariate models. Their seminal
publication has since been cited in highly rated
academic contributions (e.g., Cameron, 1986;
Connolly, Colon, & Deutsch, 1980; Cunningham,
1977; Lecy, Schmitz, & Swedlund, 2012; Lewin &
Minton, 1986; Rojas, 2000; Sowa, Selden, &
Sandfort, 2004; Zammuto, 1982) and identified
three types of models: goal models, system-
resource models, and functional models.

According to the goal model, effectiveness is
the "degree to which an organization realizes its
goals” (Etzioni, 1960: 262; see also Forbes, 1998).
In other words, organizations aim to minimize
the difference between intended and actual
outcomes (Hannan & Freeman, 1977; Henri, 2004).
In contrast, the system-resource model embeds
the organization in its socioeconomic and in-
stitutional context. Organizations are effective to
the degree that they assure their own viability
(Forbes, 1998) by obtaining a “bargaining

! “From a total of more than 20 articles appearing on the
topic of organizational effectiveness in the leading organi-
zational science journals from 1975 to 1985 (and several
hundred more before that time) [see Cameron & Whetten,
1983, for a reviewl], only one article (Tsui, 1990) and one book
(Denison, 1990) appeared during the next half decade”
(Whetten & Cameron, 1994: 136).

position, as reflected in the ability of the orga-
nization ... to exploit its environment in the ac-
quisition of scarce and value resources”
(Yuchtman & Seashore, 1967: 898). In developing
our framework for comparing social value crea-
tion, we draw on the third model, the functional
model (e.g., Cunningham, 1977; Matthews, 2011),
which contains elements of the other two and
can therefore be regarded as a hybrid (Table 1).

This model places a goal orientation within
a socioeconomic and institutional context and
defines effectiveness as the degree to which
organizations’ outputs “benefit the society to
which they belong” (Yuchtman & Seashore, 1967:
896; see also Connolly et al., 1980; Cunningham,
1977; Price, 1972). The functional model is there-
fore well suited to infer the effectiveness of social
interventions that—as outlined above—benefit
communities and society as a whole (Austin et al.,
2006; Di Domenico, Haugh, & Tracey, 2010).
Therefore, we consider the functional model to be
the basis of our framework for comparing social
value creation. However, the literature on orga-
nizational effectiveness has seldom explicitly
mentioned the functional model because it over-
laps with the goal and system-resource models.
Instead, the functional model often has simply
been subsumed by either the goal or system-
resource model (Connolly et al., 1980; Price, 1972;
Webb, 1974; Yuchtman & Seashore, 1967; Zam-
muto, 1982). Acknowledging the theoretically
grounded basis that the functional model creates
for understanding value creation in the social
context, we now begin our review of existing
approaches to measuring and comparing social
value creation.

THE COMPLEXITY OF COMPARING SOCIAL
VALUE CREATION

Review of Existing Approaches

Practitioners such as social analysts and
managers of foundations and social enterprises
have repeatedly tried to develop an appropriate
framework for measuring and comparing social
value creation (McLoughlin et al., 2009). The
Trasi Database, created by the Foundation
Center, contains a quite comprehensive collec-
tion of tools and resources for measurement and
comparison (Foundation Center, 2012). In the
academic community theoretical concepts for
comparing social value creation are scarce.
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Researchers (e.g., Bagnoli & Megali, 2011; Nich-
olls, 2008; Swanson & Di Zhang, 2010) have in-
stead identified innovativeness, proactiveness,
risk management, and other key dimensions as
determining social value creation (Weerawar-
dena & Mort, 2006). Perhaps the most sophisti-
cated approaches are experimental and quasi-
experimental research designs, such as random-
ized control trials (RCTs) or the difference-
in-differences technique, as applied to program
evaluation (e.g., Duflo & Kremer, 2008; Epstein &
Klerman, 2012; Meyer, 1995; White, 2013). Although
these approaches add substantial value to mea-
suring the social value creation of social inter-
ventions, they “cannot be mechanically applied
to other sites ... [because] institutions and com-
munities in which programs are situated have
their own histories and traditions” (Weiss, 1997:
513; see also Reinhardt, 2011). According to
Woolcook, “Development professionals still lack
a useable framework by which to engage in the
vexing deliberations surrounding whether and
when it is at least plausible to infer that a given
impact result (positive or negative) ‘there’ is likely
to obtain 'here’ (2013: 231).

Additionally, there is a vast body of social
impact assessment (SIA) literature (e.g., Burdge
& Vanclay, 1996; Esteves, Franks, & Vanclay,
2012; Finsterbusch, 1995; Lockie, 2001) that has
arisen from the National Environmental Policy
Act (NEPA) of 1969. Researchers in that stream
understand SIA “as an umbrella or overarching
framework that embodies the evaluation of all
impacts on humans and on all the ways in
which people and communities interact with
their socio-cultural, economic and biophysical
surroundings” (Vanclay, 2003: 5; see also Finster-
busch, 1985). Among other things, SIA puts an
“"emphasis on enhancing the lives of vulnerable
and disadvantaged people” (Esteves et al., 2012:
40; see also Vanclay, 2003) and therefore re-
quires consideration. Esteves et al. conclude
that “there is strong consensus on what ‘good’
SIA practice looks like” (2012: 40). This consen-
sus is reflected in the "Guidelines and Principles
for Social Impact Assessment” (ICGP, 1994,
2003) and the 2003 “International Principles for
Social Impact Assessment” (Esteves et al., 2012;
Finsterbusch, 1995; Vanclay, 2003). However,
these guidelines and the associated literature
have a rather predictive (e.g., Finsterbusch,
1995) and descriptive nature and, thus, are of
limited use for measuring and comparing the

value creation of social interventions (Esteves
et al., 2012; Nicholls, 2009). According to Lockie's
review of “the literature and practice of social
impact assessment” (2001: 277), “comparative
analysis offer[s] ... substantially less focus on
precision—particularly in terms of mathemati-
cally reducing all impact variables to common
denominators” (2001: 280). Lingane and Olsen
add that "no framework has yet been articulated
for quantitying the value of a company’s impact
on people and the environment” (2004: 116). In
response, the authors elaborate on the social
return on investment (SROI) approach (see also
Emerson, 2003), which combines SIA practices
and cost-benefit analysis.

SROI assesses the efficiency of an interven-
tion. To calculate the SROI, analysts estimate the
monetary equivalent of social value created and
compare this equivalent to inputs used (Davis &
Pett, 2002; Polonsky & Grau, 2011; Yates, 2009).
The social value created is defined according to
the intervention’s customized theory of change.
Hence, the logic of SROI offers valuable insights
into an intervention's internal processes and
drivers of social value. The method’s downside is
that different socioeconomic and institutional
contexts and different treatment groups result in
different theories of change for each evaluated
intervention. Comparing two interventions on
the basis of SROI requires similar interventions
and becomes problematic with increasing het-
erogeneity in the socioeconomic and in-
stitutional contexts of the target groups whose
social needs are served (Lingane & Olsen, 2004;
Scholten, 2005). Two alternative approaches
have been proposed, one by McLoughlin et al.
(2009), who suggest a methodology for social
impact measurement, and the other by Diochon
and Anderson (2009), who develop a process ty-
pology for effectiveness in social enterprises.
Both approaches do not allow comparison of
heterogeneous interventions. Surprisingly, Dio-
chon and Anderson's typology is not based on
organizational effectiveness theory.

To summarize, although formalized measures
might currently strengthen the credibility of
frameworks developed by practitioners and ac-
ademics, the many calls for appropriate meth-
odologies to quantify and compare social value
creation (e.g., Austin et al., 2006; Dacin et al.,
2010; Emerson, 2003; Mair & Marti, 2006; Nicholls,
2009; Polonsky & Grau, 2011; Ryan & Lyne, 2008;
Zahra et al, 2009) indicate that these current
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approaches neither clearly reflect social value
creation nor specifically permit comparisons.

Three Problems with Comparing Social
Value Creation

A central conclusion of our literature review is
that there seems to be consensus that compara-
bility is hampered primarily by three character-
istics of social value creation: (1) heterogeneous
social interventions, (2) the social element, and
(3) different socioeconomic and institutional
contexts. First, there are myriad heterogeneous
social interventions that operate in different
areas of life to raise the well-being of different
treatment groups (e.g., Austin et al., 2006; Colby,
Stone, & Carttar, 2004; Dacin et al., 2010; Emer-
son, 2003; Nicholls, 2009; Paton, 2003; Polonsky &
Grau, 2011; Reinhardt, 2011; Trelstad, 2008; Zahra,
Rawhouser, Bhawe, Neubaum, & Hayton, 2008).
Some researchers have considered it impossible
to take a social intervention that equips hearing-
impaired students in Europe with real-time,
voice-to-text transcription and compare it to
a microfinance intervention for raising the in-
come of poor women in Bangladesh (e.g., Emer-
son, 2003; Polonsky & Grau, 2011). Analogously, it
seems difficult to compare an intervention that
gives nutrition paste to undernourished children
in Kenya with one that provides newly released
British prisoners with mentorship from re-
habilitated ex-offenders to reduce the rate of
recidivism. This heterogeneity of social inter-
ventions calls for a uniform social value con-
struct that aligns the measurements of all of the
different social interventions (Polonsky & Grau,
2011), and it requires an “essential” (Mair &
Marti, 2006: 42) unit of measurement. Thus, the
following is our first requirement:

(1) A framework for comparing the social value
creation of two independent interventions must
build on a uniform social value construct and
a unit of measurement that align the measuring of
all the different social interventions.

Second, the "social” construct has not yet been
defined in a manner capable of achieving
a common understanding of what social value
creation is. Therefore, the very intangibility of
social value creation raises problems with com-
paring various forms of it (Austin et al., 2006;
Choi & Majumdar, 2014; Dacin et al., 2010; Her-
man & Renz, 2008; Hervieux, Gedgjlovic, &
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Turcotte, 2010; Mair & Marti, 2006; Nicholls, 2008;
Nicholls & Cho, 2008; Phills, Deiglmeier, & Miller,
2008; Polonsky & Grau, 2011; Tan, Williams, &
Tan, 2005). In the literature on social entrepre-
neurship, social value created and commercial
value created often come across as two extremes
of a continuum (e.g., Chell, 2007; Dees, 1998).
Scholars share the understanding that social
value has been created if wellare improves,
whereas commercial value creation has been
achieved if profits ensue (Austin et al., 2006;
Chell, 2007). However, commercial value crea-
tion might also improve welfare by creating jobs,
for example (Austin et al., 2006; Hervieux et al.,
2010), and social value creation might also im-
prove an economic situation, as by generating
earned income (e.g., Boschee, 2008; Chell, 2007).
Therefore, the differentiation between social and
commercial value created might hold only if one
type of value created clearly dominates the
other. In contrast, if social and commercial value
creation are more balanced, discussions of the
meaning of the concepts of social and commer-
cial arise. For instance, objective judgment of
whether a child day-care service or an e-learning
platform for dyslexic students creates primarily
social or mostly commercial value is problematic
because such judgment depends on the in-
dividual evaluator’s perception of when, at which
point, and how social value is created (Austin
et al., 2006).

To summarize, the current criteria for dis-
tinguishing between social and commercial
value creation seem insufficient (Nicholls,
2008). Aside from this issue of differentiating
between the two kinds of value creation,
scholars (e.g., Dacin et al., 2010) have suggested
typologies encompassing other sorts as well,
such as cultural value creation. These addi-
tional types, too, might need to be distin-
guished from social and commercial value
creation. However, the scope of this article is
the comparison of social value creation. For
that exercise evaluators require a common un-
derstanding of what social value creation
means but not of the distinction between each
other type of value creation. We therefore use
the collective term nonsocial to subsume com-
mercial value creation, cultural value creation,
and all other potential types of value creation,
and we confine our distinctions to social and
nonsocial value creation. This proposal leads to
our second requirement:
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(2) A framework for comparing the social value
creation of two independent interventions must
distinguish between social and nonsocial value
creation.

Third, the comparability of social value crea-
tion is also difficult where interventions have
been undertaken in different socioeconomic and
institutional contexts (e.g., Burdge & Vanclay,
1996; Kerlin, 2006; Mair & Marti, 2006; Reinhardt,
2011; Veenhoven, 2000; Zahra et al., 2009). People
in ditferent socioeconomic and institutional con-
texts have different living standards (Donaldson,
2001; United Nations, 2013). As a result, two
interventions might increase their social value
creation by the same amount, but the growth rate
in the richer country will, by definition, be lower
than the growth rate in the poorer country. Rates
of improvement tend to be relatively high in
low-number ranges, a fact that might exaggerate
the etffectiveness of a social intervention. For in-
stance, a microfinance intervention that increa-
ses the monthly income of a group of rural women
in Bangladesh on average from U.S. $40 to U.S.
$45 at purchasing power parity (PPP)-adjusted
exchange rates would achieve an income in-
crease of 12.5%. If this intervention increased the
monthly income of a group of rural women in
Chile by the same amount of U.S. $5, but from U.S.
$100 to U.S. $105 at PPP-adjusted exchange rates,
it would achieve only an income increase of 5%. It
seems difficult to make sense of comparing
improvements in social value created in different
countries. For that reason social value creation
must be contextualized within the environment
where it has occurred. Thus, the following is our
third requirement:

(@) A framework for comparing social value crea-
tion of two independent interventions must allow
for the possibility of different socioeconomic and
institutional conditions.

We continue developing our framework by
responding to these three requirements.

A FRAMEWORK FOR COMPARING SOCIAL
VALUE CREATION

Requirement 1: Uniform Social Value Construct
and Measurement Unit

Social value created. Social interventions serve
the different needs of particular treatment groups,
such as raising the income of women at the

bottom of the pyramid by granting microcredits
and developing investment skills, or bettering the
health of slum inhabitants by improving sanita-
tion. In line with the current literature, we un-
derstand social value created as the positive
change, initiated by a social intervention, in the
SWB of disadvantaged individuals (Clark, Rose-
nzweig, Long, & Olsen, 2004; Nicholls, 2009).

SWB. The SWB construct is “primarily con-
cerned with the respondents’ own internal [per-
ceptional] judgment of well-being, rather than
what policymakers, academics, or others consider
important” (Diener & Suh, 1997: 201). For the pur-
pose of this article, we confine ourselves to the
construct of SWB because it “is a well-researched
and evaluated concept in terms of its validity”
(Kroll & Delhey, 2013: 17). It has “high reliability”
(Diener, Inglehart, & Tay, 2013: 498) and is well
known in both economic theory and psychology
(Layard, 2010; Veenhoven, 2000). Additionally,
evaluations of SWB allow "respondents to freely
weight different aspects. Thus, the scales can
take people's values and preferences into account
as well as the outcomes of their choices” (Diener
et al., 2013: 498). Furthermore, subjective meas-
ures elicit "very high response rates” (Kroll &
Delhey, 2013: 16). Evidence for these very high
response rates comes from the World Value Sur-
veys (www.worldvaluessurvey.org/WVSOnline.
jsp). According to Diener et al. (2013), the World
Value Surveys, which also assess SWB, have
achieved a mean response rate of 98% in the last
thirty years.

The SWB construct overlaps with the freedom-
generative capabilities approach, which was de-
veloped by Nobel Laureate Amartya Sen. We
therefore distinguish between these two ap-
proaches. In Sen's (1985, 1999) approach opportu-
nities are regarded as a key to the "well-being
freedom” (1985: 201) construct, but we apply
a conventional understanding of "being well”
(Sen, 1985: 195) instead. We view opportunities as
a means of raising SWB (see also Anand et al.,
2009, and Veenhoven, 2009). Drawing on the rele-
vant literature, we suggest the following structure
of SWB, which clarifies not only our un-
derstanding but also the interrelationship be-
tween the different constructs of SWB (Figure 1).

Researchers have frequently highlighted the
emotional and cognitive components of SWB (e.g.,
Campbell, Converse, & Rodgers, 1976; Diener,
1984; Erdogan, Bauer, Truxillo, & Mansfield, 2012;
Schimmack, 2008). The emotional component
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FIGURE 1
The Structure of SWB
[ SWB ]
|
Global LS = Positive and negative affects
(cognitive) (emotional)
———— Aspiration
Perceived level of A
global LS
A 4 . Achievement
DS index
(cogmhve)
Approximates by a function of
constant elasticity of substitution

T Tt or a model with quadratic and

! ' interaction terms

(oo ) 52 ) o0 (o5
A A A A
Aspiration
Perceived level of satisfaction of needs
v in one domain (partition of global LS)
Achievement
Note: SWB = subjective well-being; LS = life satisfaction; DS = domain satisfaction; DS index = f(DS,, DS,, ... DS,).

of SWB is composed of both positive and nega-
tive affects. These affects indicate the degree
to which an individual associates an expe-
rience with either pleasant or unpleasant feel-
ings (Bradburn, 1969). The cognitive component
of SWB concerns an individual's life satisfaction
(LS; Andrews & Withey, 1974; Diener, 1984; Er-
dogan et al., 2012). Busseri and Sadava have
discussed alternative interdependencies be-
tween LS and positive and negative affects. The
authors "urge researchers interested in studying
SWB [to examine LS, positive affects, and nega-
tive affects]. .. as separate components or LS as
the ultimate criterion of interest” (2011: 302). In
response to this recommendation, our frame-
work for comparing social value creation accen-
tuates the LS component of SWB. One reason for
this choice is that individuals' reporting of LS is
statistically more reliable over time than are their
experiences of positive and negative feelings

(Diener et al., 2013). Moreover, the most widely
used component of SWB is the "appreciation of
life as-a-whole” (Kroll & Delhey, 2013: 17).
Global LS. In keeping with the understanding
in the literature (e.g., Campbell et al., 1976; Carp
& Carp, 1982; Layard, 2010), we define LS as the
result of an individual's perceived discrepancy
between his or her aspired and achieved levels of
need. This definition emphasizes three facets of
LS. First, LS is assessed at an individual level
(Layard, 2010). Usually, evaluators ask individu-
als to rate their LS on a Likert scale (Anand et al.,
2009; Beja & Yap, 2013; Finsterbusch, 1985; Geor-
gopoulos & Mann, 1962; Lawless & Lucas, 2011;
Layard, 2010; Price, 1972; Veenhoven, 2000). For
instance, the Gallup World Poll asks people on
which step of “an eleven-rung ladder where the
bottom (0) represents the worst possible life...
and the top (10) represents the best possible life”
they feel they “personally stand at the present
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time” (OECD, 2014: 134). Similarly, the World
Value Surveys ask people to report their LS on
a scale from 1 (dissatisfied) to 10 (satisfied),
"taking all things together” (www.worldva-
luessurvey.org/WVSOnline.jsp). Individuals’ LS
can be aggregated at the level of either a group
or society at large (Campbell et al., 1976). For
example, data from the World Value Surveys
make it possible to calculate the mean LS of
representative samples from eighty-four coun-
tries. But it is important to distinguish between
the mean LS of groups and the proportion of
individuals within a group whose members re-
port a certain level of LS. For instance. World
Value Surveys data document that the mean LS
of Bangladesh is 5.8, yet the proportion of Ban-
gladeshi citizens who report an LS level of 6 is
9.3% (www.worldvalues survey.org/WVSOnline.
jsp. wave 4: v8l). In this article we focus on the
mean LS of groups, regions, and countries.

Second, LS is "a highly personal experience”
(Campbell et al., 1976: 10). It is not socially con-
structed, for the discrepancy between a person'’s
aspired and achieved levels of need is a result of
the individual's own perceptions (e.g., Diener,
1984; Keyes, 1998). However, LS is determined by
an individual's aspired level of need, which is
considered to be socially constructed because it
results from a process of social negotiation
(Berger & Luckmann, 1967; Herman & Renz, 2008;
Schuetz, 1967).

Third, LS refers to the needs of human beings.
It does not include environmental damage. Al-
though environmental value creation and social
value creation are often treated as one construct
(e.g., Burdge & Vanclay, 1996), we assume that
environmental and social value creation do have
strong interdependencies but follow different log-
ics of value creation. We regard environmental
aspects as determinants of an individual's sat-
isfaction (e.g., air or water pollution causes
a need for improved health).

Given these three characteristics of LS and the
previously mentioned condition that the ultimate
purpose of a social intervention is to enhance the
LS of its treatment group(s), individuals’ global
LS may well constitute an appropriate basis for
our framework for comparing social value crea-
tion. Although an enormous range of heteroge-
neous social interventions exists, this construct
of global LS can subsume the different needs
experienced by different treatment groups tar-
geted by social interventions. A microfinance

intervention raises the LS of women at the bot-
tom of the pyramid, a fair-trade intervention
raises the LS of deprived farmers, and so on. The
underlying assumption that one can sufficiently
measure a social intervention's effectiveness by
asking members of a treatment group about their
LS has been proven “in hundreds of routine
population surveys” (Layard, 2010: 534). However,
a more direct link between a treatment group's
particular needs and its LS ratings would allow
one to attribute the outputs of a social in-
tervention more precisely to the initiated LS of its
treatment group (Cummins, 1996). A more direct
link would also deepen the insights that politi-
cians, researchers, and managers in the social
sector have into how and why individuals judge
their life situations in certain ways (Tay, Chan, &
Diener, 2013) and would offer a “multifaceted
picture” (Diener, 1984: 545).

DS. To produce a more direct link between the
outputs of interventions and the improved LS of
treatment groups, global LS can be segmented
into several “partitions” (Rojas, 2006: 469), each of
which is referred to as DS. Our understanding of
domains refers to human needs, such as the
need for mobility, safety, health, equality, com-
munity integration, and education (e.g., Carp &
Carp, 1982; Diener, 1984; Hsieh, 2003; Stiglitz, Sen,
& Fitoussi, 2009). Accordingly, DS is the satis-
faction an individual feels with his or her per-
ceived situation related to a particular need,
examples of which include satisfaction with
mobility and safety. For instance, the Australian
Unity Personal Wellbeing Index contains the
question, “On a scale of 0-10, how satisfied
are you with how safe you feel?” (www.
australianunity.com.au/about-us/wellbeing/
auwbi; emphasis added).

The relationship between LS and DS is still
under discussion in the literature. Bottom-up
proponents (e.g., Campbell et al., 1976; Carp &
Carp, 1982; Rojas, 2006) have posited that “life
satisfaction judgments are based on an assess-
ment of satisfaction in a relatively small num-
ber of life domains” (Schimmack, 2008: 2-3).
Proponents of the top-down approach have as-
sumed that changes in DS are determined solely
by changes in LS (e.g., Diener, 1984; Erdogan
et al., 2012; Schimmack, 2008). The bottom-up and
top-down approaches merge in the bidirectional
approach, whose supporters assume the exis-
tence of a mutual relationship between DS and
LS (Gonzalez, Coenders, Saez, & Casas, 2010;
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Mallard, Lance, & Michalos, 1997). Taking the
bidirectional approach. Cummins, Eckersley,
Pallant, Van Vugt, and Misajon (2003) obtained
results suggesting that a DS index is not the
same as LS but might meaningfully approxi-
mate it.

Hence, one can form a DS index by aggregat-
ing several DSs. The relationship between a DS
index and its included DSs is expressed in the
following formula: DS index = f(DS;; DS,, ... DS,).
That is, a DS index is a function of a number of
DSs and correlates with global LS. According to
Rojas, the “enumeration and demarcation of the
domains ... is arbitrary.... Nevertheless, any
partition must value parsimony—the number of
domains must be manageable and domains
should refer to clearly separable information—,
meaning” (2006: 469). Cummins (1996) suggested
that there should be at least seven domains to
approximate LS appropriately. Beja and Yap
have suggested that such an index is defined
"by public policy or defined by people through,
say, a survey” (2013 631). Different interventions
might address different DSs. If these different
DSs are aggregated to one DS index no matter
which DS is addressed, then all social inter-
ventions address this DS index.

Building on Cummins (1996), who conducted
a meta-analysis of thirty-two studies on DS, one
could design a fictive index consisting of seven
DSs: satisfaction with education, financial situ-
ation, health, housing, community integration,
equality, and safety. A microfinance intervention
might seek to raise this DS index by addressing
DS related to education, financial situation, and
community integration. A social intervention
that provides real-time, voice-to-text transcrip-
tion to hearing-impaired students might raise
the DS index by addressing hearing-impaired
students’ DS related to education and community
integration. One advantage of a DS index that
Diener et al. found is that “multi-item life satis-
faction scales” (2013: 499) are more stable than
a single-item LS. However, DS indices have
prompted several discussions, particularly with
regard to the aggregation of DS and the
weighting of any particular DS.

With regard to the aggregation of DS, Rojas
concluded that "most studies have assumed
that the relationship between life satisfaction
and domains-of-life satisfaction is additive”
(2006: 470). However, he found both theoretical
and empirical evidence that the additive
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calculation is inferior to a function he calls
“constant elasticity of substitution” (2006: 467),
which takes into account synergies and sub-
stitution effects among different DSs. Another
point is that Rojas's function includes de-
creasing marginal returns of LS in the presence
of higher levels of DS. These effects also inform
a model using quadratic and interaction terms
(proposed by Gonzalez et al., 2010). We regard
synergies, substitution effects, and decreasing
marginal returns as necessary conditions of
a DS index, and we therefore suggest choosing
either a function of constant elasticity of sub-
stitution or a function with quadratic and in-
teraction terms.

As for weighting DS, Locke (1969) documented
that it is not necessary to account for weightings
when aggregating DSs, as in a DS index. He
supplied empirical evidence that the perceived
level of DS—a result of the perceived discrep-
ancy between aspired and achieved levels
of need in one area of life—tends to be higher
for domains of high importance than it is for
domains of low importance. Locke's "results in-
dicate that satisfaction with some object or sit-
uation is a function not only of the amount of
discrepancy between percept and value, but of
the importance of that value to the individual”
(1969: 330). Wu (2008) has given empirical
evidence of this view that weightings are
dispensable. However, some researchers re-
presented in the well-being literature (e.g.,
Hsieh, 2003) have included weightings in their
formulas for aggregating DS. We follow Locke's
(1969) argument and dispense with weighting
of DSs.

In summary, LS and, more specifically, a DS
index can function as social value constructs
applicable to all social interventions intended to
increase the satisfaction of a treatment group.
Accordingly, the measurement of these con-
structs occurs on a Likert scale and can be ap-
plied by social interventions serving the
different needs of their particular treatment
groups. Theoretically, a DS index is a more pre-
cise and robust construct than global LS. In
terms of practicality, LS might be the less com-
plex construct with more comprehensive data
sets already in place, such as those from the
Gallup World Poll and the World Value Surveys.
For these reasons we build our framework on the
DS index but cite real LS examples for lack of DS
index data.
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Requirement 2: Social Element

Our second requirement for comparing the
social value creation of two independent inter-
ventions centers on the meaning of social value
creation. Developing a framework for compar-
ing social value creation requires guidance on
what distinguishes primarily social value cre-
ation from primarily nonsocial value creation.
As outlined in the section on organizational ef-
fectiveness theory, the functional model sug-
gests that social interventions create value if
they benefit society through their output, for
“from the point of view of the organization itself
[it] is identical with, or corresponds to, effec-
tiveness viewed from the vantage point of some
other entity, such as a member, or owner, or the
community, or the total society” (Yuchtman &
Seashore, 1967: 895). However, social inter-
ventions usually do not treat every individual in
a society. By adding up the current DS indices of
a representative sample of individuals treated
and not treated by the focal intervention and by
dividing the resulting sum by the number of
individuals in this sample, one can calculate
the society’s mean DS index (hereafter termed
the DS index threshold).

In this article we follow a pragmatic approach,
understanding the term society to mean the re-
gion or country in which the social intervention
operates. A wide range of data on national and
regional mean LS are already available, so no
additional assessment of newly generated data
are required to apply a national or regional
threshold. National mean LS data come from
the European values Study (www. european
valuesstudy.eu), the World Value Surveys
(www.worldvaluessurvey.org/WVSOnline.jsp),
the OECD Better Life Index (http:/www.oecd
betterlifeindex.org/), the UK's National Well-being
Measures (www.ons.gov.uk/ons/datasets-and-
tables/index.html), and Bhutan's Gross National
Happiness Index (Ura, Alkire, Zangmo, &
Wangdi, 2012), among others; regional mean LS
data, for instance, come from the New Zealand
General Social Survey (http://www.stats.govt.nz/
browse_for_stats/people_and_communities/Well-
being.aspx) and the Gallup Healthways Well-
Being Index (http://www.well-beingindex.com).
The choice between regional or national satis-
faction thresholds depends mainly on data
availability—namely, on whether national or
regional satisfaction thresholds have already

been evaluated. The DS index threshold thus
represents the absolute (as opposed to relative)
satisfaction level of the studied region or coun-
try. Individuals whose DS index falls below this
threshold are considered disadvantaged relative
to individuals whose DS index lies above it. One
possible reason for the disparity is that it is more
difficult for disadvantaged people to gain access
to resources than it is for advantaged people
(Reed, Jones, & Irvine, 2005). Alternatively, the DS
disparity between these two groups might exist
because the disadvantaged people have physi-
cal handicaps. Blind people, for instance, might
perceive low satisfaction with their community
integration, a response that lowers their DS in-
dex below the mean DS index of the region or
country. A disadvantaged person who rises
above the DS index threshold is no longer con-
sidered disadvantaged. With respect to value
creation by social interventions, the literature on
social entrepreneurship has produced evidence
that social interventions primarily raise the
mean DS index of disadvantaged treatment
groups (e.g., Austin et al., 2006; Colby et al., 2004;
Martin & Osberg, 2007; Nicholls, 2008; Phills
et al., 2008; Reed et al., 2005; see also the section
entitled "Not-for-Profit Organizations and Social
Interventions” in this article).

In conclusion, a social intervention's effec-
tiveness equals the changes that it has initiated
in its treatment group’s mean DS index, which is
likely to lie below the DS index threshold. Thus,
an intervention's social character is determined
by its treatment of individuals with a DS index
below the DS index threshold. For example,
the LS threshold of Bangladesh was 5.8 in
2002 (www.worldvaluessurvey.org/WVSOnline.jsp,
wave 4: v8l). An intervention operating in Ban-
gladesh would be considered a social one only if it
treated people with an LS below 5.8. Because the
social element pertains exclusively to activity be-
low the DS index threshold, a treatment group's
social need equals, mathematically speaking, the
difference between the DS index threshold and the
treatment group'’s DS index (see Figure 2).

Requirement 3: Control for Different
Socioeconomic and Institutional Contexts

Our third requirement for the comparison of
the social value creation of two independent
interventions is an integration of socioeconomic
and institutional aspects. Different living
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FIGURE 2
Two Levels of the DS Index Before a Social In-
tervention Has Taken Place (t = 0)

LS
(DS index)| Nonsocial need DS index threshold in the region
— orcountry where the social
intervention takes place att = 0

Social need

Mean DS index of the
treatment group at t = 0

Note: Social need equals the difference between the DS
index threshold and the mean DS index of the treatment
group.

standards in different regions or countries cause
the same absolute improvement in a treatment
group’'s DS index to result in growth rates that
are higher in poor countries than in rich ones. In
the functional model effectiveness is the degree
to which an organization’s output benefits soci-
ety. In terms of degree, then, effectiveness is
a relative, not an absolute, construct (Lewin &
Minton, 1986). This understanding suggests the
need to express social value creation, too, in
relative terms. With effectiveness understood as
a relative construct, social value creation is
reflected in the degree to which an intervention
reduces its treatment group's relative social
need. Accordingly, this degree equals the im-
provement of the absolute mean DS index of an
intervention's disadvantaged treatment group
divided by the social need of that group (see
Figure 3). In summary, it should be possible to
evaluate an intervention’s social value creation
in proportion to social need.

Designing a Framework for Comparing Social
Value Creation

Progressing from the considerations discussed
above, we arrive at the following six variables
from the functional model: (1) the mean DS index
of the treatment group at t = 0, (2) the regional or
national DS index threshold, (3) social need in
a region or country at t = 0, (4) the treatment
group's improved mean DS index at t = 1, (5) the
degree of social value created, and (6) the
weighted degree of social value created. We il-
lustrate each variable by calculating the
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corresponding numbers for an example of a real
mental health intervention in the United States
described by Suldo, Savage, and Mercer (2014).2

Mean DS index of the treatment group at t = 0.
The expression t = 0 marks the starting point of
the social intervention. A treatment group con-
sists of individuals who are directly treated by
a social intervention. As outlined in the section
"Requirement 1: Uniform Social Value Construct
and Measurement Unit,” one calculates a treat-
ment group’s mean DS index by adding up the
DS indices of a representative sample of treat-
ment group members and dividing that sum by
the number of treatment group members in the
sample at t = 0. Comparison of social value
creation is possible only if the DS index is
standardized for the particular treatment
groups that are the targets of the compared
interventions. With respect to our example,
Suldo et al. (2014) asked a group of twenty-eight
disadvantaged students to rate their LS on
a scale from 1 (strongly disagree) to 6 (strongly
agree). To evaluate the students’ mean LS
against the national LS of the United States
later, we convert the 6-point Likert-Scale into
a 10-point scale. On average, the students
reported an LS of 6.7 at the beginning of the
intervention.

Regional or national DS index threshold. A
regional or national DS index threshold is cal-
culated as the sum of the DS indices of a repre-
sentative sample of individuals of the focal
region or country divided by the number of in-
dividuals in the sample. Depending on the
country in which a social intervention has taken
place, regional or national data are already re-
ceived from national and supranational organ-
izations, such as the OECD (data on the
perceived LS in a country) or the Gallup
Healthways Weil-Being Index (data related to
life evaluation in different U.S. states). For the
purpose of our example, we note that the World

2 We use the study by Suldo et al. (2014) to illustrate our
framework. For the sake of simplicity, however, we assume
that the control group has the same initial LS as the treat-
ment group. We note also that the small size of the sample
in Suldo et al. (2014) is not statistically representative.
Nevertheless, this statistical limitation can be disregarded
since the example's purpose is to help us demonstrate the
applicability of our framework by social interventions.
Studies that already apply LS ratings in organizational
settings are very rare.



2015 Kroeger and Weber 55

1 Mean DS index of the
| treatment group and
| the control group at
1t=0

control group at t = 1

FIGURE 3
Three Levels of the DS Index
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Value Surveys (www.worldvaluessurvey.org/
WVSOnline.jsp, wave 5: V22), Abdallah, Thomp-
son, and Marks (2007), and Veenhoven (2009) re-
port, on average, a mean LS of 7.4 for the United
States.

As defined above, a DS is the result of an
individual's perceived discrepancy between his
or her aspired and achieved levels of need in one
area of life. It might be helpful to clearly distin-
guish an individual's aspired level of need from
a regional or national DS index threshold. First,
the threshold is an aggregation of the DS in-
dices, whereas the aspired level of need is one
determinant for the DS index. Second, an indi-
vidual's aspired level of need might lie above
a regional or national DS index threshold. As
a result, a regional or national DS index thresh-
old might influence an aspired level, but
a threshold is not the same thing as an aspired
level.

Because the effectiveness of a social in-
tervention is assessed from the perspective of
the treatment group, the DS index threshold
refers to the region or country in which a social
intervention takes place, not the region or
country in which it originates. If a social enter-
prise is active in several regions or countries,
impact analysts must calculate the DS index
threshold for each region or country separately
and conduct an impact analysis by region or

country. In keeping with the conclusions of the
preceding section, the regional or national DS
index threshold reflects the transition between
advantaged and disadvantaged individuals.
Because we found sound evidence that social
interventions usually target disadvantaged
individuals, the DS index threshold also deter-
mines the threshold between social and non-
social interventions.

Social need in a region or a country at t = 0.
The analysis of the framework centers on treat-
ment groups below the regional or national
DS index threshold. At t = 0 a treatment group’s
social need can be described as the difference
between the previous two variables (the regional
or national DS index threshold and the mean
DS index of the treatment group). These three
variables are illustrated in Figure 2. In our ex-
ample the social need of the students treated by
the mental health intervention was 7.4 — 6.7
= 0.7.

Treatment group’s improved mean DS index
att = 1. Assessment of this variable takes place
att = 1. The expression t = 1 describes a point
in time at which the social value created by an
intervention is measured, but it does not nec-
essarily refer to the end of the intervention. A
treatment group’s improved mean DS index
might be initiated by the focal social in-
tervention or by effects outside its area of
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influence, such as improvements caused by
other social interventions, governmental
actions, and socioeconomic trends (Mayne, 2001;
White, 2010). To control for these external
effects, program evaluators adopt experimental
and quasi-experimental research designs, such
as RCTs or the difference-in-differences tech-
nique (e.g., Campbell, 1969; Duflo & Kremer,
2008; Epstein & Klerman, 2012; Meyer, 1995;
White, 2013). These research designs are guided
by the following counterfactual principle: "think
of a cause of something that makes a difference,
and the difference it makes must be a difference
from what would have happened without it"
(Lewis, 1972: 557). Program evaluators calculate
this difference by first creating a control group of
individuals who have characteristics similar to
those of the treatment group but did not receive
the social intervention (Sorensen & Grove, 1977)
and then comparing this control group’s living
conditions with those of the treatment group at ¢
= 1 (White, 2013). As with the treatment group’s
mean DS index, one calculates the control group's
mean DS index by adding up the DS indices of
a representative sample of nontreated individu-
als and then dividing the resulting sum by the
number of nontreated individuals in the sample.
The difference between the mean DS indices of
the treatment and the control group indicates that
the social intervention has potentially caused
some effect on the treatment group at t = 1.
Hereafter we term this difference treatment
group’s improved DS index. In the study by Suldo
et al. (2014), a group of fifty-five disadvantaged
students was randomly split into a treatment
group of twenty-eight people who received a "10-
week group wellness-promotion” (Suldo et al.,
2014: 19) and a control group of twenty-seven
people who received no mental aid services. At t
= 1 the mean LS of the treatment group was 7.3,
whereas the mean LS of the control group was 6.7.
Thus, the treatment group's improved LS would
be 7.3 — 6.7 = 0.6.

Degree of social value created. In the section
titled “Requirement 3: Control for Different So-
cioeconomic and Institutional Contexts,” we con-
cluded that effectiveness is a relative construct.
Social value creation is reflected by the degree
to which an organization reduces a treatment
group’s relative disadvantage. A treatment
group's social need equals the maximum possi-
ble social improvement in its mean DS index. At
t = 1 a treatment group’s social need equals the
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difference between the regional or national DS
threshold at t = 1 and the mean DS index of the
control group at t = 1. The degree of social value
created at t = 1 indicates the degree to which
a social intervention has contributed to satisfy-
ing a treatment group’'s need. If a social in-
tervention improves the mean DS index of the
treatment group relative to the mean DS index of
the control group at t = 1, and if the group's
mean DS index has not yet crossed the applied
regional or national threshold, then social value
has been created. The embeddedness of the
treatment group’s improved DS index within its
overall social need is illustrated as shown in
Figure 3.

With social value creation defined in relative
terms, the degree of social value created in the
period from t = 0 to t = 1 equals a treatment
group's improved DS index divided by the ab-
solute social need at t = 1. The degree of social
value created® is calculated as

DS index improved,; ;;
social need; j;

degree of SVC;; = QY

with i = intervention, e = {i = 1,2, ...}; t = point
intime, ¢ = {t = 1};j = treatment group, ¢ = {j = 1,
2,...Jh

Earlier in this article we discussed possible
structures of the DS index. If one aggregates
DS by using a constant elasticity of substitu-
tion function (Rojas, 2006) or a model contain-
ing quadratic and interaction terms (Gonzalez
et al., 2010), the marginal returns of the DS
index diminish as DS increases. Conse-
quently, improvement in the DS index tends to be
easier for high social needs (lower levels of
individuals’ DS index) than for low social needs
(higher levels of individuals’ DS index) and
becomes ever smaller as the relative disadvan-
tage of the treatment group decreases in com-
parison with the regional or national DS index
threshold. These diminishing marginal returns
are represented in Figure 3 by a right triangle.

An analysis of the degree of social value cre-
ated might be relevant for more than one period
of time (Figure 4).

If there is more than one period, the degree of
social value created is calculated by taking the

3 For readability we use the abbreviation “SVC" for “social
value created” in the equations.
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FIGURE 4
Framework for Comparing Social Value Creation
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difference between the treatment group's im-
proved DS index at the beginning and end of
a given time span and dividing it by the corre-
sponding social need:

degree of SVC; ;1) = degree of SVC;(t+1)

—degree of SVC;(t), (2)

)
), @)

with i = intervention, e = {i = 1, 2, ...I}; t = point
intime, e ={t=1,2,3,...T};j = treatment group,
e={=L.2...].

In our example the satisfaction threshold of
the United States is still 7.4. Thus, the degree of
social value created by the mental health in-

(6.7-6.7)

tervention is calculated as
) - <(7.4—6.7))

(7.3—6.7)
=86 percent. (4)

(7.4-86.7)

Figure 4 also illustrates the interplay between
the mean DS indices of the treatment and con-
trol groups. An increase in the control group's
mean DS index indicates that the treatment
group also benefits from external effects (e.g.,

DS index improved; ;+1

degree of SVC; 114 = ( social need;+1

DS index improved; j;
social need;

degree of SVC; 1414 = <

other social interventions or socioeconomic
effects). This increase in the control group's
mean DS index thus reduces the treatment
group's improved DS index. The increase in the
control group’s mean DS index, however, could
exceed any increase in the treatment group's
mean DS index. This possibility arises if the
treatment group’s mean DS index diminishes
more rapidly than that of the control group or if
the treatment group’'s mean DS index dimin-
ishes while the control group’s mean DS index
improves. In either case social intervention ad-
versely affects the mean DS index of the treat-
ment group (Bjurulf, Vedung, & Larsson, 2013;
Lingane & Olsen, 2004).

An example of negative social value creation
would be an intervention granting micro-
credits to its treatment group without educat-
ing the group on how to invest them. The
members of the treatment group might simply
consume the received money. They would be
unable to reimburse the microcredits and
would incur debts. In that case the focal
treatment group's social need att = 1 would no
longer be indicated by the difference between
the regional or national DS index threshold
and the mean DS index of the control group
but, rather, by the difference between the re-
gional or national DS index threshold and the
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mean DS index of the treatment group. Ac-
cordingly, the degree of social value created
would be calculated as

degree of SVC; ;114

B (DS index improved,-,j,t+1)
(remaining social impacti,]-,tﬂ)

B (DS index improved, ) (5)
(remaining social impact;;,) )’

with i = intervention, e = {i = 1, 2,...]); t = point
intime, e = {t = 1, 2,3, ... T};j = treatment group,
e={j=L.2...7].

Having elaborated on how to calculate the
degree of social value created by one social in-
tervention, we continue by comparing that de-
gree with the degree of social value created by
another social intervention.

Weighted degree of social value created. It is
highly probable that the treatment groups who
benefit from the compared interventions differ
in size, so the degree of social value created
should be weighted by the number of individu-
als who benefit from a particular intervention:

weighted degree of SVC; ;11—
. (DS index improved;;;,;
= Wijt+l .
social need;;+1
. (DS index improved,;,
— Wi+l - =1, (6
social need; ;s

with i = intervention, e = {i = 1, 2,...]); t = point
intime, e = {t = 1, 2,3, ... T} j = treatment group,
e={=12...]); w= weighting = number of
beneficiaries, e = {w =1, 2,... W).

With our example of the mental health in-
tervention, the weighted degree of social value
created would be calculated as follows:

weighted degree of SVC; ;14 = 28" (%)

e ((BT-BD\
28 ((7.4—6.7)>_28 0.86=24.1. (7)

To compare the weighted degrees of social
value created by different social interventions,
one must stipulate a time span within which to
make the comparison. For this time span the
weighted degrees of social value creation must
be calculated separately for each social in-
tervention. The separate calculations are nec-
essary because the two interventions might have
involved different socioeconomic contexts and
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treatment groups. Because evaluation of the so-
cial value created would be referenced to the
regional or national DS index threshold and the
mean DS index of the control group, the frame-
work explicitly does not stipulate the absolute
amount by which the treatment group’s mean DS
index has improved within the defined time
span. Instead, the framework suggests that the
improved DS index of the treatment group
should be contextualized within the social need
of a particular disadvantaged treatment group in
a particular geographic context (see Figure 4). In
our example the mental health intervention
might be compared with a fictitious micro-
finance intervention in Nicaragua. For this ex-
ample we consult a study by Cox (2012), who
assessed the mean LS of 5.1 of dump dwellers in
Nicaragua at t = 1.* We add the fictitious LS of
a control group at t = 1, which might be 3.3. The
satisfaction threshold of Nicaragua at t = 1,
according to Abdallah et al. (2007), is 6.5. The
number of dump dwellers interviewed by Cox
(2012) was thirty. As a result, the weighted social
value created of the intervention in Nicaragua is

(5.1-3.3)
(6.5-3.3)
-16.9. (8)

weighted degree of SVC; ;11 =30 X

Comparing the mental health intervention in
the United States with the microfinance in-
tervention in Nicaragua, the mental health in-
tervention has a higher impact, despite having
lower improved LS than the microfinance
intervention.

DISCUSSION

In this article we set out to develop a concep-
tual framework for the comparison of social
value. To do so we built on insights from several
relevant streams of literature: (1) SWB and life
satisfaction, (2) not-for-profit management and

* Cox (2012) calculated a mean LS of 3.6 on a 7-point Likert
scale, which we converted to 5.1 on a 10-point Likert scale.
However, the small sample sizes limit comparison between
this case and the mental health example. Additionally, Suldo
et al. (2014) measured LS with six items and a 6-point scale
ranging from 1 (strongly disagree) to 6 (strongly agree),
whereas Cox (2012) did so with five items and a 7-point scale
ranging from 1 (extremely dissatisfied) to 7 (extremely satis-
fied). With regard to the previous footnote, this statistical
limitation, too, can be disregarded for our purposes.
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social entrepreneurship, (3) program evaluation,
and (4) organizational effectiveness. The various
components of our framework contain elements
of each of these literature streams and combine
them in a new way, creating a way to compare
different social interventions serving different
needs of different treatment groups in different
socioeconomic and institutional contexts. It
thereby answers various calls to respond to the
requirements of such frameworks and clearly
fills a hitherto persistent gap in the not-for-profit
management and social entrepreneurship liter-
ature. Offering appropriate methodologies to
quantify and compare social value creation, our
framework overcomes the drawbacks of current
models and contributes to different streams of
literature in several ways.

Uniform Social Value Construct (to Compare
Different Treatment Groups and Needs)

First, our framework contributes to the litera-
ture on not-for-profit management and social en-
trepreneurship by showing the utility of applying
LS ratings as a statistically proven performance
measure in organizational settings. In the eco-
nomic context, LS is used primarily to evaluate
the living standard of different countries to “ad-
vance the policymaking process,” among other
things (Kroll & Delhey, 2013: 13; see also Diener
et al., 2013; Petrucci & D'Andrea, 2002; Rossouw &
Pacheco, 2012). However, there has been little
application of LS to assess the performance of an
organization and to compare it with the perfor-
mance of other organizations (e.g., Becchetti,
Castriota, & Solferino, 2011). We show this avenue
to be a promising one, using our framework to
introduce LS as a uniform social value construct
that aligns the measurements of social inter-
ventions and subsumes all the different needs of
the various treatment groups to which social
interventions minister. We suggest considering
LS ratings as a statistically proven performance
measure (Diener et al., 2013; Kroll & Delhey, 2013)
that organizations can apply across different
treatment groups and different sectors. We also
suggest applying DS indices as the approxima-
tion of LS because a DS index strengthens the link
between a treatment group’s particular needs
and its LS ratings. This approach increases ac-
curacy when it comes to attributing a social
intervention'’s outputs to the heightened LS of the
intended treatment group (Cummins, 1996).

The previously mentioned high validity and
reliability of subjective constructs might be ac-
companied by downsides. One of them could be
that analysts collect satisfaction data by using
different scales and methods, such as "Cantril’s
ladder-of-life” (Kroll & Delhey, 2013: 17) and the
"Delighted-Terrible Scale” (Diener, 1984: 546; see
also Andrews & Withey, 1974), a practice that
might cause statistical inaccuracy. Ideally,
comparisons of social interventions build on
identical methods of data collection. There is
also a risk that “individuals can adapt to mis-
fortune and bad conditions” (Binder, in press: 6;
see also Diener & Lucas, 2000, and Diener & Suh,
1997). When disadvantaged individuals do so in
a life situation that is persistently miserable,
they tend to report LS that is better than it actu-
ally is. For instance, the longer paraplegics have
had their disability, the higher the LS they might
report.

This adaption to misfortune might not
characterize all life situations. Diener and
Lucas (2000), for instance, documented cases in
which individuals did not adapt to miserable
life situations. According to Schyns, adaption
processes that may exist do not impede com-
parison of DS indices among countries, “since
adaption processes are more or less the same
everywhere” (1998: 19). Furthermore, in a DS
index respondents reflect on each domain sep-
arately. An observed adaption effect might not
occur for all domains equally, because not all
DSs may be affected when disadvantaged
individuals adapt somewhat to miserable life
situations. In those cases a potential adaption
effect would not be reflected in its full intensity
at the aggregated level of the DS index. The
problem of subjective adjustments might also
not be highly relevant for people who do not
persistently face misfortune and poor living
conditions. According to Layard (2010), Oswald
and Wu (2010), and Lawless and Lucas (2011),
perceptual ratings have been demonstrated to
correlate highly with “non-self-report meas-
ures” (Sandvik, Diener, & Seidlitz, 1993: 317).
Nevertheless, one way to control for the sub-
jective adjustments by such individuals would
be to employ complementary assessments
of non-self-reported indicators (Diener & Suh,
1997; Rossouw & Pacheco, 2012), which would
then increase the evaluation costs of social
interventions (Diener et al., 2013; Petrucci &
D'Andrea, 2002). Selected non-self-reported
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indicators could also control for manipulation of
DS index ratings, as when policy makers or
social interveners themselves might be tempted
to influence respondents to report higher satis-
faction than what those respondents actually
perceive (Binder, in press).

Social Element (to Determine the “Social”
Character of Social Value Creation)

Second, an important contribution that this
research makes to the not-for-profit management
and social entrepreneurship literature is that it
provides a new conceptualization of the “social”
element that is at the core of every discussion of
social value creation. Given this key element,
our research supplements various discussions,
such as helping to specify the role of social
interventions in society. We acknowledge that
social interventions primarily aim to serve peo-
ple below the LS threshold of a region or
a country. The treatment of people below this
threshold thus constitutes the “social” character
of social interventions. Past not-for-profit man-
agement literature reveals a lack of a common
understanding and definition of the social ele-
ment (Nicholls, 2008; Nicholls & Cho, 2008;
Polonsky & Grau, 2011). Our framework helps fill
this gap.

By defining the social character of social
interventions, our framework also contributes
clarity to the discussion on an appropriate
definition of the "essentially contested” (Choi &
Majumdar, 2014: 363) social entrepreneurship
construct (e.g., Dacin et al., 2010; Weer-
awardena & Mort, 2006; Zahra et al., 2009). We
conclude that social entrepreneurship focuses
on activities primarily benefiting individuals
below the threshold of the respective region or
country. Changes in a treatment group’s mean
DS index might very well lead to changes in the
DS index threshold, depending on the size of
the treatment group. Critical scholars might
argue that it is theoretically possible to pretend
to create social value by simply reducing the
DS index of advantaged individuals. However,
our definition of social value creation precludes
such reduction, because social value is created
only if it is the DS index of disadvantaged
people that is primarily raised. “Primarily”
means that the absolute value creation for
disadvantaged people exceeds the absolute
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value creation or reduction for advantaged
people.

Comparing Social Interventions Operating in
Different Socioeconomic and
Institutional Conditions

Third, we contribute to the not-for-profit man-
agement and social entrepreneurship literature
noting the importance of considering, for social
interventions, the socioeconomic and in-
stitutional conditions in a region or country (e.g.,
Austin et al., 2006; Dorado & Ventresca, 2013;
Kerlin, 2006; Mair & Marti, 2009; Mair, Marti, &
Ventresca, 2012; Miller et al.,, 2012). Although
affording valuable insights into institutions that
affect the operations and emergence of social
interventions, these studies concentrate mostly
on the different contextual effects themselves.
They leave entirely unsolved the issue of how to
control for socioeconomic and institutional con-
ditions when comparing social interventions in
different regions or countries. Other authors
conceptualizing social value creation have ig-
nored contextual effects altogether (e.g., Nicholls
& Cho, 2008; Swanson & Di Zhang, 2010; Weer-
awardena & Mort, 2006). With our framework we
are able to fill this tremendous research gap.
Our suggestion is to evaluate the improved DS
index against the background of the social need
determined by the socioeconomic and in-
stitutional conditions in the given region or
country. The social need, in turn, is defined as
the extent of a treatment group's relative disad-
vantage within a region or country, which is
expressed by the absolute difference between
the DS index threshold of this region or country
and the treatment group’s mean DS index. Our
framework contributes a theoretically grounded,
simple, and meaningful approach to comparing
different social interventions from different so-
cioeconomic and institutional contexts.

By contextualizing the improved DS index
within the social need, we also add to the liter-
ature on program evaluation. Most researchers
have only either referred to value creation as the
treatment group's absolute improved living con-
ditions (e.g., Duflo & Kremer, 2008; Meyer, 1995)
or indicated the progress rate of the treatment
group's living conditions (e.g., Banerjee, Duflo,
Glennerster, & Kinnan, 2010; Crepon, Devoto,
Duflo, & Pariente, 2011). However, comparing
progress rates might exaggerate the
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effectiveness of a social intervention in low-
number ranges and thereby result in mis-
leading conclusions (see our third requirement).
Our framework overcomes this limitation. We
suggest analyzing social interventions’ value
creation not in absolute terms only (by only
assessing the treatment group’s improved mean
DS index at t = 1) but also relative to the treat-
ment group’s need in the corresponding region
or country where the respective social in-
tervention operates. With our framework we
therefore do not ask how great a percentage of
the well-being of the students improved but,
rather, what degree of their social need was
satisfied by the social intervention. In our ex-
ample of the mental health intervention (Suldo
et al., 2014), an improved LS of 0.6 within a social
need of 0.7 indicates that the intervention was
able to solve the need by 86%, whereas in our
second example a treatment group’s improved
LS of 1.8 within a fictitious social need of 3.2
would satisfy only 56% of the need.

However, by including experimental and
quasi-experimental analyses in our framework
to calculate the treatment group’s improved
mean DS index at t = 1, we {ind that our frame-
work is also subject to the drawbacks of such
research designs. RCTs require a target pop-
ulation that is generally much larger than the
treatment group of a social intervention. Epstein
and Klerman (2012) recommend that a target
population be at least twice as large as the
studied treatment group. To achieve statistical
power, the treatment group, too, must be suffi-
ciently large. This requirement limits the appli-
cability our approach has for small- and maybe
even medium-size interventions, which simply
might not treat enough people to achieve the
necessary sample size. Some critics have also
noted that social interventions often lack the
time and other resources to conduct RCTs (e.g.,
Figueredo & Sechrest, 2001; Holma & Kontinen,
2011). Holma and Kontinen have ascertained
that, for many social interventions, “experimen-
tal evaluations are usually beyond the limit of
their capabilities, due to a lack of resources and
competence” (2011: 184). This argument has been
qualified by Duflo and Kremer (2008). Having
carried out numerous RCTs, these authors
maintain that such studies are “labor intensive
and costly, but no more so than other data col-
lection activities” (2008: 107). In addition, our
framework builds on self-reported perceptional

measures, which are "relatively inexpensive and
easy to administer” (Diener et al.,, 2013: 498).
According to Tay et al. (2013), both the complexity
and length of surveys—even ones consisting of
multi-item measures, such as the DS index—are
significantly lower than those of other evalua-
tion methods. Bamberger, Rugh, Church, and
Fort have asserted that “considerable savings in
costs and time can often be achieved through
reducing the length and complexity of the survey
instrument” (2004: 18).

Another way for social interventions to reduce
the sample sizes and costs of evaluation is to
compromise statistical power (e.g., Lipsey,
1990). This alternative could be the most prac-
tical and, often, the most sufficient approach for
interveners unable or unwilling to fulfill the
requirements for an RCT study (Bamberger
et al., 2004). For instance, if an RCT study is
unsuitable for evaluating treatment groups’
improved DS index, then quasi-experimental
designs such as propensity score matching or
the difference-indifferences technique could
offer alternative solutions (Duflo & Kremer, 2008;
Meyer, 1995; White, 2013). Quasi-experimental
designs use “statistical means to construct
a comparison group, which, like the control
group in an RCT, has the same characteristics
as the treatment group” (White, 2013: 35). As
Duflo and Kremer (2008) have noted, concerns
surrounding quasi-experimental designs in-
clude the omission of variables and the white-
washing of results. They have concluded that
"nonrandomized evaluation methods must be
tackled with extreme care” (2008: 98). A before-
and-after research design, which makes a con-
trol group dispensable, might also be an option
if one "has strong evidence that the two groups
would have been comparable over time in the
absence of the treatment” (Meyer, 1995: 154).
White states “that attribution statements, cau-
sality statements, in many areas of science are
made without a counterfactual,” as in "the
analysis of the moon causing tides” (2010: 158).
For social interventions with simple operational
models, a before-and-after research design
might approximate treatment groups’ improved
DS index.

In conclusion, measuring a treatment group's
improved DS index might prove to be challeng-
ing and could require caution in evaluation. Our
framework, too, is subject to this constraint.
However, there are several well-proven research



62 Academy of Management Review

designs that allow sufficient measurement of the
treatment group’s improved DS index under the
conditions that we have described. We therefore
feel confident that, even at this juncture, our
framework is able to mirror the respective
changes in treatment groups’ DS indices. Duflo
and Kremer (2008: 93) have argued that it is
possible to expand the use of randomized eval-
uations liberally. Further development of ap-
propriate research designs is, thus, both
probable and desirable. Institutional funders
and politicians are under increasing pressure to
foster research on evaluation methods, as shown
by Evaluation’s 2012 special issue on contribu-
tion analysis; the existence of sixteen European
master's degree programs exclusively dedicated
to evaluation courses; the “growing use, notably
amongst economists and political scientists, of
a range of [evaluation] approaches” (White, 2013:
30); and the growing number of evaluation
studies financed by development banks (White,
2010).

Autonomy of the Functional Model
(to Base the Framework On)

Fourth, we contribute to the organizational
effectiveness literature by demonstrating the
appropriateness, independence, and legiti-
macy of the functional model for the specific
social context. With respect to our framework
for comparing social value creation, we con-
clude that the effectiveness of a social in-
tervention is determined by the degree to which
it is able to serve the needs of its treatment
group. Unlike other effectiveness models, such
as the goal or the resource model, the useful-
ness of the functional model lies in its ability to
capture the effectiveness of social inter-
ventions: the functional model determines the
goal of social interventions to benefit society. It
notes the importance that socioeconomic and
institutional conditions have for social inter-
ventions (Parsons, 1956: 66; Webb, 1974: 665; see
also Connolly et al., 1980). It defines effective-
ness as a relative, not an absolute, construct
(Lewin & Minton, 1986), allowing us to express
the amount of social value created equally in
relative terms. By demonstrating the utility of
the functional model for our framework, we
expand our current knowledge on organiza-
tional effectiveness theory in general and its
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applicability to the not-for-profit context in
particular.

Implications for Theory and Research

Our framework has several key theoretical
implications. First and most important, our work
advances the literature on not-for-profit man-
agement and social entrepreneurship by pre-
senting an approach that allows us to compare
social value creation of entirely unrelated social
interventions operating in different regions or
countries and serving different treatment
groups. It might have the potential to challenge
the current dominant paradigm, according to
which it is impossible to compare social value
creation of heterogeneous interventions. Dis-
associated from the logic of commercial value
creation, our approach differs significantly from
what is currently available in this social field of
research (e.g., Bagnoli & Megali, 2011; Diochon &
Anderson, 2009; McLoughlin et al., 2009; Swanson
& Di Zhang, 2010), and it adds an entirely new
perspective to the dominant rationale. Our work
thus suggests that disassociating oneself from
the logic of commercial value creation and ap-
plying our framework, or any other new per-
spective, is a promising approach for future
research in this field of measurement and com-
parison in the not-for-profit sector.

Moreover, our work has an implication for the
ongoing debate on the definition of what “social”
means. Our research advances the un-
derstanding of what is social in the social sector.
This understanding might help sharpen typolo-
gies intended to distinguish social entrepre-
neurship from related types of entrepreneurship
(e.g., Dacin et al., 2010; Harris, Sapienza, &
Bowie, 2009; McMullen, 2010; Short, Moss, &
Lumpkin, 2009; Swanson & Di Zhang, 2010). A
more precise understanding of social entrepre-
neurship "will extend our understanding of this
valuable phenomenon and facilitate the de-
velopment of managerial strategies to assist
those who undertake social enterprises” (Dacin
et al., 2010: 53).

Our new understanding of social might also be
applicable to defining the meaning of the “es-
sentially contested concept” (Gjoeldberg, 2009:
12) of corporate social responsibility (CSR).
Clarkson asserted that the “failure, together with
the confusion and misunderstanding about the
definition and meaning of corporate social
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responsibility, ... is a direct result of the in-
clusive and vague meaning of the word social”
(1995: 102). According to our definition of “social,”
our findings suggest that socially responsible
corporations predominantly benefit their disad-
vantaged stakeholders or disadvantaged indi-
viduals in society. This finding might rapidly
change the discourse on CSR in the relevant
literature. Future research could investigate the
extent to which our understanding of social is
adaptable to the concept of CSR.

Our framework also has implications, on the
"lack of feasible measurement methods” (Costa
& Menichini, 2013: 152), for measuring CSR ac-
tivities among different countries. Scholars as-
sert that these national differences in CSR
activities are due to "long-standing, historically
entrenched institutions” (Matten & Moon, 2008:
406; see also Gjoeldberg, 2009; Kim, Amaeshi,
Harris, & Suh, 2013). Hence, measurement meth-
ods “must be able to measure CSR practices
across different political-economic systems”
(Gjoeldberg, 2009: 11). Our framework suggests
that the national satisfaction threshold, which is
a result of the socioeconomic and institutional
conditions in a region or country, might make it
possible to embed the respective CSR activities
in their particular context. The perceptional
character of satisfaction ratings—national or
otherwise—is also in line with Gallardo-Vazquez
and Sanchez-Hernandez's work; these authors
call perception ratings an “original, valid, and
reliable measure of CSR"” (2014: 5). Given this
statement, our framework also has implications
for the search for appropriate indicators with
which to measure CSR activities. Turker (2008)
and Costa and Menichini (2013) have demon-
strated the applicability of stakeholders’ per-
ceptional ratings of company commitment. Our
framework goes one step beyond because
stakeholders, the treatment groups of social
interventions, rate not only an organization's
social commitment but also the impact of the
organization's social activities on their own well-
being. Future research should investigate the
adaptability of LS ratings as an indicator for
corporate social performance.

Our framework for comparing social value
creation has implications for the literature on
SWB, too. Very few quantitative studies exist
that use LS ratings for evaluating the impact of
a social intervention (e.g., Becchetti et al., 2011;
Suldo et al., 2014). The framework demonstrates

that these studies point in a promising di-
rection and calls for more empirical studies of
this kind.

An important avenue for future research lies
in empirically testing this framework. We hope
that future scholars can elaborate on our guid-
ance and suggestions for operationalizing our
framework and can conduct initial empirical
studies that build on it. In this context we sup-
port Duflo and Kremer's (2008) call for research
on evaluation designs. In addition to compara-
tive studies on experimental and quasi-
experimental design, progress on evaluation
techniques that can resolve issues with attribu-
tion and contribution would widen the applica-
bility of our framework. We argue that program
evaluations should assess a social intervention's
value creation relative to the social need of the
particular treatment group in the given region or
country. This relational assessment is especially
relevant for evaluating the external validity of
replicated programs in other contexts (Stame,
2010; Tilley, 1996). The authors of the current lit-
erature on program evaluation assume that the
impact of social interventions can be general-
ized if evaluation shows similar absolute results
in different settings (e.g., Bold, Kimenyi, Mwabu,
& Sandefur, 2013; Duflo, Glennerster, & Kremer,
2007; Woolcook, 2013). However, it might be
valuable to test the currency of this assumption
by relating the results of respective studies to the
social need in the country. Contextualizing the
absolute impact of a social intervention within
the social need allows one to enter into context-
specific discussions about the relative merits of
(and priority that should be accorded to) roads,
irrigation, cash transfers, immunization, legal
reform etc with some degree of grounded
confidence—i.e., on the basis of appropriate
metrics, theory, experience and ... trajectories of
change (Woolcook, 2013: 231).

Our work has implications for the theory of or-
ganizational effectiveness. We contribute to this
stream of literature by demonstrating both the
autonomy of the functional model in the not-for-
profit context and its clear legitimacy in the field
of organizational effectiveness research. Because
social enterprises have special characteristics
and a specific context, they primarily pursue the
organizational purpose postulated in the func-
tional model: to benefit society. Unlike the case in
the commercial context, ensuring one's own via-
bility is seen as a means to an end in the not-for-
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profit context. In the particular not-for-profit con-
text, the functional model is even more appro-
priate than all the other well-established
multivariate organizational effectiveness models.
We therefore suggest reintroducing the functional
model as an independent and autonomous alter-
native in the organizational effectiveness litera-
ture and stress that the relevance of the
functional model be strengthened in the literature
on both organizational effectiveness in general
and not-for-profit organizations in particular. This
view is shared by Cameron and Whetten, who
stated that “multiple viewpoints all may be
equally legitimate but under different circum-
stances and with different types of organizations”
(1983: 274). Having demonstrated that the func-
tional model—as a hybrid of established organi-
zational effectiveness models—can be
considered an autonomous approach in the social
context, we assume that there is room for more
independent hybrid forms that are particularly
suitable for specific “niches.” It is a view sup-
ported by Cameron and Whetten's early sugges-
tions to “recognize the composited nature of the
construct” (1983: 275) of organizational effective-
ness and to systematically integrate existing
models with one another. Extending their argu-
ment, we suggest that further research explore
additional hybrid types of effectiveness models
that might be able to integrate certain currently
unconnected characteristics of original models
and serve certain sectors or specific contexts
more appropriately than do traditional original
models.

Implications for Practice

Our framework for comparing social value
creation may affect various stakeholder groups
of social interventions, particularly managers of
not-for-profit organizations and social enter-
prises, impact investors, corporations, and
governments. For managers of not-for-profit
organizations and social enterprises, cross-
sector and cross-national comparability might
increase competition between social interveners
(McLoughlin et al., 2009). Social enterprises and
other social organizations already "face in-
creasing pressures to demonstrate the results of
their work both from donors and from [the] pub-
lic" (Holma & Kontinen, 2011: 181). These
expectations could even grow if our framework
is operationalized and applied. Although some
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social enterprises and charity organizations
might perceive them as unacceptable, others
might welcome such demands because manag-
ers of not-for-profit interventions often want to
benchmark their own intervention’'s weighted
degree of social value creation with other, well-
established social interventions (Lingane &
Olsen, 2004). Benchmarking with the regional or
national DS index threshold also helps distin-
guish between social and nonsocial activities
and thereby partially legitimates an organ-
ization's claim that it is primarily a social orga-
nization (Bitektine, 2011).

Our framework is also valuable for impact
investors, a new type of investor (Nicholls, 2009).
Unlike conventional investors, impact investors
actively look for the social performance of po-
tential investment alternatives and provide both
financial and nonfinancial support to social
enterprises (Lingane & Olsen, 2004; Mair &
Hehenberger, in press). Because social criteria
are crucial in the screening and due diligence
processes that impact investors carry out, these
actors are particularly interested in comparing
the social effectiveness of potential impact in-
vestment options (Buckmaster, 1999; Miller et al.,
2012). Our framework might aid the investment
decisions of impact investors because it facili-
tates comparison between heterogeneous inter-
ventions. It thereby creates a sound basis for one
of the biggest challenges in launching a social
stock exchange: the issue of choosing "among
a bewildering multitude of outstretched hands”
(The Daily Beast, 2008). Application of cross-
sector and cross-national comparisons would
enable social stock exchanges to give stock-
holders a simple and useful decision criterion for
investing their money.

Our framework also has implications for
practices of corporate social reporting. Com-
mercial enterprises are often accused of embel-
lishing their social activities (Bouten, Everaert,
Liedekerke, & De Moor, 2011; Font, Walmsley,
Cogotti, McCombes, & Hdusler, 2012). According
to Bouten et al., businesses would improve the
credibility of their social reporting if they would
"elaborate on the fulfillment of ... [their CSR]
commitments and the achieved outcomes” (2011:
189). Our framework enables corporations to as-
sess outcomes that benefit disadvantaged
stakeholder groups, so it might help enhance the
credibility of social reporting. Furthermore, cur-
rent CSR reporting often pays more attention to



2015 Kroeger and Weber 65

environmental performance than social perfor-
mance, a focus that may stem from difficulties in
assessing social performance (Hahn & Kiihnen,
2013; see also Font et al., 2012). Our framework
contributes to solving these difficulties. The fo-
cus on social performance might thus increase if
companies use our approach. Because our
framework also takes into account regional or
national socioeconomic and institutional con-
ditions, it might be particularly valuable for
multinational corporations. After all, current
“reporting practices may ... vary across coun-
tries and regions due to different cultural and
social norms or governmental regulations”
(Hahn & Kiihnen, 2013: 13; see also Golob &
Bartlett, 2007).

Last, governments can refine their approach to
social problems by subsidizing the most effec-
tive social interventions first. The goal of
achieving equality of satisfaction across indi-
viduals within one region or country might serve
as a complement or alternative to the “standard
welfare measure of GDP per capita” (Ura et al.,
2012: 5; see also Sen, 1985).

CONCLUSION

As noted in the literature review, comparing
unrelated interventions has been regarded as
impossible. The framework we have presented,
however, demonstrates that cross-sector and
cross-national comparisons of social inter-
ventions are indeed feasible. We thereby con-
tribute to solving the age-old problems
associated with comparing unrelated social
interventions that serve different needs of dif-
ferent treatment groups in different socioeco-
nomic and institutional contexts. We hope our
work encourages other scholars to advance the
framework presented here or to develop alter-
native approaches that promote cross-sector and
cross-national comparisons of social value
creation.
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