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Foreword

The OECD has been producing knowledge, policy advice and capacity-building activities on the social
economy for over two decades. In recent years in particular, governments at all levels have increasingly
developed policies that support the social economy in providing jobs, delivering social inclusion and well-
being, and driving the green and digital transitions. Testament to this is the Recommendation on the Social
and Solidarity Economy and Social Innovation that was adopted by the OECD Council at its Ministerial
meeting of 2022. The Recommendation sets out the conditions needed for the social economy to flourish,
pioneer new business models, provide essential services and contribute to fair green and digital transitions.

One of those conditions is measuring and monitoring impact. The importance of this was also emphasised
by the Global Action “Promoting Social and Solidarity Economy Ecosystems" hosted by the OECD and
funded by the European Union. Moreover, back in 2021, the European Commission adopted a new Action
Plan on the Social Economy to boost the European social economy and capitalise on its full potential.
Further, in 2023, the action plan was complemented by a Council Recommendation on Developing Social
Economy Framework Conditions. Both the action plan and the Council Recommendation underline the
importance of data and social impact measurement and management to enable social economy entities to
understand and communicate their impact.

To deliver on the measurement agenda, this guide, produced jointly by the OECD and the European Union,
promotes better data on the impact of the social economy and offers social economy entities guidance on
the available approaches and methods to social impact measurement and management as well as different
types of relevant indicators and data sources. Impact measurement can be a challenging and costly
process and sometimes viewed as taking time away from the critical daily activities of the social economy
entity. Furthermore, there are challenges to systematically measure impact in areas such as social
inclusion, well-being and community development or to engage hard-to-reach and vulnerable groups as
stakeholders in the process. It is also a challenge to change organisational culture and incorporate impact
management within a participatory governance structure that is characteristic of the social economy. This
guide helps address these pressing issues and provides a step-by-step approach to measure, manage
and maximise impact through methods that are aligned with any single social economy entity’s social
mission and needs.

This guide was developed by the Centre for Entrepreneurship, SMEs, Regions and Cities (CFE), as part
of the Programme of Work and Budget of the OECD Local Employment and Economic Development
(LEED) Programme. It was approved by the LEED Directing Committee on 19 March 2024.
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Executive summary

Social impact measurement and management helps social economy entities to understand and
demonstrate their contribution to society while providing valuable information to achieve their
social mission. Impact evidence is also used to diversify sources of funding and financing, tap into public
and private markets and communicate transparently with internal and external stakeholders. Social
economy entities differentiate themselves from conventional businesses by focusing on three founding
principles: they place people and purpose (social or environmental) over capital, they espouse participatory
governance, and they reinvest profits (if any) to the benefit of members, users or society at large. These
defining features bear important consequences and advantages for social impact measurement and
management practice.

The social economy is gradually developing solutions that match its impact measurement
capacities and needs. Economic prosperity and employment, social inclusion, and well-being and
community are typically the most important impact areas for the social economy. They touch on areas such
as household welfare, resilience to economic shocks, social inclusion of disadvantaged groups and
psycho-social well-being, which are often the hardest to translate into quantitative metrics. Stakeholder
engagement is largely incorporated in the way social economy entities operate and are governed. It is
therefore also a cross-cutting priority for social impact measurement and management. Given that social
economy entities interact with a variety of stakeholder groups, they need to consider specific adaptations
to include the most disadvantaged groups in the measurement cycle.

This guide offers a simple, straightforward vision that prioritises continuous improvement. Social
impact measurement is presented as a three-phased cycle, from design to data collection and analysis,
and finally learning and sharing the impact evidence. As learning organisations, social economy entities
need to develop a permanent infrastructure to support the impact management process through internal
capacity-building, the use of different tools for data collection (including digital) and analysis to better
visualise and communicate impact and independent validation. Over the long term, as the entity matures
in its impact journey, the evidence can help inform the impact maximisation strategy.

Measurement

The measurement cycle can be broken down into three chronological phases, each composed of
several steps:
o Design: define the change strategy, identify learning needs, set impact targets,

e Collect and analyse data: structure the approach, collect data, analyse data, consider impact
valuation,

¢ Learn and share: consult with internal and external stakeholders about results, choose a reporting
framework, communicate the impact evidence.
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The guide helps social economy entities understand which solutions are more relevant for them at
each of these three measurement phases. They can choose from logic models, impact mapping, causal
chains or other adaptations for the social economy such as “Wheel of Change” and “story of change” to
develop their narrative of change. They can also discover how qualitative (e.g. measuring multidimensional
poverty through the Poverty Stoplight) and quantitative impact targets (e.g. against a baseline through a
historical approach or reference to external standards) can be set to track progress. The guide also helps
explore different ways to collect impact information including conventional methods such as stakeholder
interviews, surveys, case studies and observations as well as those tailored to the social economy such
as Outcome Stars and Outcome Journals.

Social economy entities may wish to understand the value of their activities once they have impact
data. The guide explores approaches to impact valuation such as different valuation frameworks including
the social return on investment and cost-benefit analysis. It also looks at various monetisation techniques
including the avoided cost, perceived value and restoration or renewal cost approaches. The guide takes
a comparative look across these different approaches to highlight different considerations as well as data
and skills needs of each.

Social economy entities can avail themselves of mainstream tools that are widely used in the
private and/or public sector. They can also develop tailored solutions that more closely reflect their
capacities and needs. Before selecting the most appropriate approach, each social economy entity may
want to consider the pros and cons as well as the potential barriers in terms of cost, skills and data
requirements.

Most organisations embrace impact measurement in a progressive manner. Impact measurement
practices can be regarded as a continuum, ranging from the more basic solutions to those requiring more
sophisticated skills and data, such as impact attribution and monetisation. Through the iteration of several
measurement cycles, the social economy entity can evolve the number and complexity of tools deployed,
the way they are used, and the level of ambition/challenge involved.

Management

Impact measurement alone is not enough to enable evidence-based decision-making and
organisational learning. Impact evidence becomes most powerful when integrated in a permanent
process of impact management, which feeds into the social economy entity’s strategic and operational
decisions. Social impact management can complement strategic planning, reducing the risk of performing
unnecessary actions or wasting resources. Impact management involves repeated measurement and
continuous monitoring to understand what works and integrating those lessons into organisational
practices and policies. This includes adopting a level of quality checks and balances for impact
measurement.

The guide outlines six building blocks that structure an impact management system that is not
only used for reporting to external stakeholders but also for feeding into strategic action and
planning. These building blocks are: 1) integrating impact evidence into decision-making, 2) engaging
stakeholders, 3) developing skills, 4) exploring digital tools for data collection, storage and visualisation,
5) seeking independent valuation, and 6) establishing a permanent action plan to follow up on learnings.

MEASURE, MANAGE AND MAXIMISE YOUR IMPACT © OECD 2024
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Maximisation

Social impact measurement can accompany social economy entities in their quest to increase the
effect of their activities. They can “maximise” the positive change generated by their activities through
organisational growth, scaling their impact and internationalising their presence. Basing organisational
decision-making on impact evidence helps guide their ultimate mission of facilitating social value creation
at every step of their organisational development and growth.

Co-constructed with social economy representatives and impact measurement experts, the
following guiding principles can help social economy entities maximise their impact over time:

e translate the social mission into a narrative of change,

e take a holistic understanding of impact,

e mind proportionality,

e put stakeholders at the centre,

e uphold transparency,

e strive for continuous improvement.

These principles can be used to advance capacity-building efforts at the national and local level.
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Infographic 1. Path to measuring, managing and maximising social impact

How can social economy entities measure social impact?

The path to better social impact measurement can be structured around three main phases,
integrating stakeholder engagement at each step along the way.

MEASURE

DESIGN

= Define the change strategy = Set impact targets
= |dentify learning needs

COLLECT AND ANALYSE DATA

= Structure the data approach = Analyse data

= Collect data = Consider impact valuation

LEARN AND SHARE

= Consult with internal and = Choose a reporting framework
external stakeholders about

= Communicate the impact

results evidence

MANAGE

= Integrate impact evidence into decision-making

= Engage stakeholders

= Develop skills

= Explore digital tools for data collection, storage and visualisation
= Seek independent validation

= Establish a permanent action plan to follow up on learnings

MAXIMISE

= Translate your social mission into a narrative of change
= Take a holistic understanding of impact

Put stakeholders at the centre

Mind proportionality

= Uphold transparency

= Strive for continuous improvement

Source: OECD.
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Introduction: The why, the what
and the how

Policy makers do not always recognise the full value created by the social economy,’ since it is
often not measured properly — or even measured at all. This is due in large part to the challenges faced
by social economy entities? in implementing social impact measurement. The main obstacle remains
quantifying and valuating intangible, non-market and perception-based outcomes, such as improvements
in well-being, local cohesion or social inclusion, in a way that is both credible and comparable across
geographies and sectors. Social economy entities also struggle to navigate the wide variety of frameworks
and solutions that exist at the local, national and international levels, often shaped by the needs of funders
(OECD, 20211)).

There exists growing international recognition of the need to support the development of the social
economy. The academic literature, as well as recent policy initiatives by the European Commission, the
OECD and the United Nations, aim to create a shared global understanding of the social economy (ILO,
2022;2;; OECD, 2022;3;; European Commission, 20214; Caire and Tadjudje, 2019;5)). The “social economy”
comprises a set of entities, such as associations, cooperatives, mutual organisations, foundations and,
more recently, social enterprises. In some cases, community-based, grassroots and spontaneous
initiatives, in addition to non-profit organisations, are part of the social economy (OECD, 20223)).

Social economy entities pursue primarily societal aims and share common values. Their defining
features are: 1) the primacy of people, as well as social and/or environmental purpose, over capital;
2) democratic or participatory governance; and 3) reinvestment of any profits to benefit members/users or
society at large. Social economy entities implement specific business models and practices that both reflect
these core values and principles and aim to preserve their social goals, as well as their non-profit or not-
for-profit nature (OECD, 2023g)).

In many OECD countries, the social economy is an important source of employment and economic
development. The European Union numbers an estimated 2.8 million social economy entities, employing
over 13.6 million people and accounting for 6.3% of the total working population (CIRIEC, 20177). The
social economy encompasses a rich and diverse array of entities in terms of legal status, size, outreach
and sectors.

International debates on social impact measurement and management have largely ignored the
needs of social economy entities (see Box 1). Building on previous work (European Union/OECD,
2015s; GECES, 20159; OECD, 2021p1;; OECD, 2023[1q)), this guide reviews the available social impact
measurement and management approaches to determine how social economy entities can adapt and use
them to maximise their impact. It concludes by proposing guiding principles to help maximise the social
economy’s impact and advance capacity-building efforts at the national and local levels.
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Box 1. Existing resources on impact measurement and management

A wide range of official international guidance and catalogues has emerged over the last two decades
to promote impact measurement in the private sector, although it is not tailored to the social economy.
This guidance includes the United Nations Development Programme (UNDP)’s SDG Impact Standards
for Enterprises,® the Impact Management Platform* and the Capitals Coalition.®

Relatively little literature specific to the social economy is currently available, and what exists remains
very fragmented. The European Commission has encouraged progress in this regard, most importantly
with the guidance produced by the Expert group on social economy and social enterprises (GECES)
(GECES, 20159;) and the “Policy Brief on social impact measurement for social enterprises" (European
Union/OECD, 2015p)). Relevant guidance has also emerged from European Union (EU)-funded
projects, such as Maximise your impact, a guide for social entrepreneurs (Aps et al., 2017111;) and
“Valorisation de I'lmpact Social de 'Entrepreneuriat Social” (VISES, 201712)).

The United Nations Research Institute for Sustainable Development (UNRISD) has made additional
efforts at the international level to improve the methodologies and indicators that measure the
performance of the social economy (UNRISD, 201813;). More recently, the OECD published a state-of-
the-art paper on “Social Impact Measurement for the Social and Solidarity Economy” (OECD, 20211),
as well as the Policy Guide on Social Impact Measurement for the Social and Solidarity Economy
(OECD, 2023/10)).

Social economy actors and representative organisations also contributed to the literature on measuring
social impact, especially at the national level. In France, notable examples include the “Handbook:
Assessing Social Impact” and “Evaluer son impact social” by Avise, and “Evaluer son impact social’ by
Avise, and “Mesurer son impact social’ by UNAPEI® (Avise, 202214]), (UNAPEI, 202215)) .

Why the social economy needs impact measurement, management and
maximisation

Social impact measurement, management and maximisation is an essential tool to help all social
economy entities achieve their mission and advocate for social change in the collective and general
interest. This guide shows how social economy actors of all sizes and formats can embrace it in practice,
with careful adaptation.

Social impact measurement aims to assess the social value produced
by the activities of any for-profit or non-profit organisation. It is the
process of understanding how much change in people’s well-being or
the condition of the natural environment” has occurred and can be
attributed to an organisation’s activities (OECD, 20231¢)).

Social impact measurement can help social economy entities understand how their activities
further their social mission, and how to improve them where necessary. However, identifying and
evaluating the full spectrum of their social impacts, especially in terms of individual well-being, social
inclusion, community trust and a sense of belonging, is not always easy. When available guidance does
not match their needs and characteristics, social economy entities may wish to explore alternative
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solutions: of the 58% of European social enterprises that measure their impact, 60.7% have developed
their own impact measurement methodology (Dupain et al., 2022;16)). As impact measurement practices
become more frequent and proficient, the evidence base will grow steadily. Promoting an impact
measurement culture is therefore important to solidify social economy entities’ individual and collective
contributions to society.

Impact management is the process by which an organisation
understands, acts on and communicates its impacts on people and
the natural environment, in order to reduce negative impacts, increase
positive impacts, and ultimately achieve sustainability and increase
well-being (IMP, 202317)).

The ongoing process of social impact management® is an important strategic planning tool for
social economy entities (OECD, 202310)). Impact information is needed to feed the different stages of
the decision-making process, both for internal learning purposes (i.e. deriving insight and strategic
orientation to improve decisions) and external accountability (i.e. proving credible results that can
withstand the test of independent verification). Because social economy entities primarily pursue social
goals, social economy entities need impact information to (OECD, 20211)):

o target activities to the social mission: effectively allocate resources to the social mission,
identifying those interventions that are helpful to the given social mission and those that are not, to
prove and improve progress on the societal problem at hand,

e innovate and experiment: creatively adapt standards (e.g. by involving difficult-to-reach target
groups, changing public perception of a product/service, promoting inclusive governance

practices), which is particularly relevant when engaging in “social bricolage”®,

e engage stakeholders through better participation and collaboration: work with diverse actors
across sectors to design novel solutions (e.g. addressing HIV infections with a combination of
stakeholders in the fields of hygiene and education),

e persuade: convince potential supporters (e.g. volunteers, donors, financiers) and attempt to
influence stakeholders through political and public advocacy (e.g. presenting to parliament).

Generally speaking, the social economy could use more (and better) impact measurement to
convince policy makers of its value added. Once a member of the social economy has experienced
several impact measurement cycles and set up the building blocks of impact management, it can
progressively develop a more permanent and proactive strategy for impact maximisation.

Impact maximisation is about growing the depth and reach of positive
social change in a sustainable and balanced way (Arvidson and Lyon,
2014pg)).

This final stage of impact maximisation is particularly relevant, as it steers the entity’s operations
towards achieving its long-term strategic objectives and prevents mission drift. It occurs in parallel
with the most mature uses of impact measurement, which include regular evidence-based decision-
making, adapting and/or scaling operations based on impact results, and collaborating with others in the
social economy ecosystem to achieve better visibility (Arvidson and Lyon, 20141g)).
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The social economy as a champion of social impact

Despite its popularity, there exists no shared definition of “social impact” within the social
economy space and beyond (OECD, 2021p)). In its broadest sense, the term “social” can relate to
changes in a range of conditions (physical, cultural, economic, emotional, behavioural...) in response to a
vast set of needs experienced by people (e.g. for employment, education, health, housing, security) and
the planet.’® The term “impact” designates the positive or negative transformations produced as a result
of an organisation’s activities (OECD, 20211;; OECD, 2023;10;; GECES, 2015(9)).

Social economy entities typically face an expanded notion of materiality — hence the difficulty in
narrowing down the expected social impacts. Material outcomes are changes that are important enough for
the entity to measure (Aps et al., 2017111). Social economy entities are concerned not only with those effects
that may positively or negatively affect their activities, but also with those that affect society and the environment
at large. “Materiality” for social economy entities, therefore, differs from the traditional accounting sense'!
because of its non-economic nature, which embraces a broader range of diverse stakeholders (see Infographic
2) (Nicholls, 2018p197). By definition, social economy entities pursue the general or collective interest — either
explicitly or through the interests of their members, users and beneficiaries, when socially relevant (OECD,
2023p207). Their participatory governance model might also influence how materiality checks are performed in
practice, with a much more inclusive consultative approach. In other words, the value produced by a social
cooperative for its primary internal stakeholders (workers) is as fundamental as the value produced for
secondary (external) stakeholders (CECOP, 2020;21). Civil society organisations may consider as “material”
any outcome (over the short, medium or long term) that is relevant and significant to their stakeholders or people
in general (HIGGS et al., 202222))."? This is even truer of social economy entities that aspire to bring about
systems change, like social enterprises.

Infographic 2. How social economy entities define what is important to measure
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Which social impacts distinguish the social economy

International standards on impact measurement are still lagging in recognising the full
spectrum of social impacts.' In the private sector, despite some instances where it is thoroughly
assessed, social impact is often limited to activity-level data, such as employee demographics or
gender, and reported without any consultation of the affected population(s). Reporting by conventional
companies and investors tends to describe the activities conducted (what is done) rather than the
consequences of those activities (what it changes), overlooking material social impacts that are
relevant to their stakeholders."® In the area of employment, for example, traditional reporting does not
consider actual labour practices in supply chains (as opposed to workplace policy); whether hourly
workers are paid a living wage; whether employees experience a safe or exploitative working
environment; and, perhaps most importantly, how the entity’s products and services affect customers
and society at large. There also exists a lack of data on the real socio-economic impact and value of
the social economy compared to other components of the market economy (OECD, 20211;; European
Commission, 202123)).

Social economy entities themselves may find it difficult to define social impact precisely,
especially in quantitative terms. Some prefer to focus on results that reflect the economic or
financial value created, whereas others prefer results that depict the social change (e.g. changes in
conditions). This is due in part to the financing methods underpinning social economy entitie s, which
determine their minimum requirements for accountability towards funders and regulators. Inevitably,
this means that the measurement of results focuses on numbers (i.e. monetary values and
standardised metrics), which can be compared over a series of interventions. While these types of
results may also promote learning, they are less apt to help capture, understand and explain the
impacts observed (compared to case studies, direct feedback from interviews or recordings).

The social economy addresses societal problems through (often innovative) solutions that can
take a long time to bear fruit. Moreover, the changes observed over the medium and long term in
impact areas such as social inclusion, community cohesion and well-being can rarely be attributed to
the activities of a single entity: they are often brought about by the collective efforts of multiple actors
(including for-profit companies and public authorities), making it harder to isolate the role played by
the social economy.

Rising expectations regarding impact demonstration have led to additional notions that enrich
— but also complicate — the task of formalising impact objectives for social economy entities.
The first notion is “systemic impact” or “systemic change”, which designates not only responding to a
social need, but also solving its “root causes” (Ashoka, n.d.[24;) (Agir a la Racine, n.d.;251) (Rockwool
Foundation, 202026)) (Aspen Institute, 2022271). This concept originated in social entrepreneurs’
ambition to fundamentally change the system within which they work, beyond organisational growth
(World Economic Forum, 20172s]). The second is “collective impact”, which describes the changes
resulting from the concerted action of several organisations (Collective Impact Forum, n.d.;2¢9)) (Kania
and Kramer, 201130). This becomes particularly relevant to social economy entities that place co-
operation over competition. Finally, “social value”'® stresses the economic importance of social
changes created by the organisation and translates it into a monetary value (Social Value
International, n.d.;31;) (Nicolls, 2007(32;) (Grieco, Michelini and lasevoli, 201533;)) (FONDA, 201934)).
Depending on their capacities, a growing number of social economy entities may thus wish (or feel
compelled) to understand simultaneously both their social value creation and their contribution to a
collective, democratic or systemic impact, which can easily become overwhelming.

Economic prosperity and employment, social inclusion, and well-being and community are the
most important impact areas for the social economy (see Infographic 3). These touch upon areas
that can also be the hardest to translate in quantitative terms, although consensus is gradually
emerging in this regard from the growing literature and previous consultations by the OECD with social
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economy representatives. These impact areas are closely interconnected and some specific impacts
may therefore overlap, also depending on the interpretation provided by each social economy entity
and its operating context:

o “Economic prosperity and employment” denotes the ways in which social economy entities
work to bring traditionally disadvantaged groups to economic prosperity and employment,

e “Social inclusion” relates to the support provided to specific disadvantaged groups and the ways
in which social economy entities help integrate them into wider societal structures,

o “Well-being and community” captures the nuanced ways in which the existence and activities of
social economy entities transform individual well-being and community strength, especially through
the internal and external relationships they develop.

Infographic 3. Impact areas relevant to the social economy
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Specific qualitative or quantitative indicators can be identified for each impact area.'” The indicators
could apply to different levels (outputs, outcomes, impacts), depending on the type of activity conducted
by the entity (e.g. sale of goods and services, work integration or training of vulnerable groups, public
advocacy). The list does not preclude any additional sector-specific outcomes the entity may also be
pursuing, for instance in the areas of public health, education or culture (see Infographic 4).

Having discussed the what and the why, the following chapters will delve into how social economy entities
can embrace impact measurement and management in a way that promotes impact maximisation.
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Infographic 4. Potentially relevant indicators for the social economy
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Systems change

Facilitated access to job opportunities; access to finance; access to capacity-building;
reduction in income inequalities and job positions across different groups

Reported improvements in investments in housing, health, education, and the quantity and
quality of meals eaten

Reported improvements in income eamned; women's active role in important household
decisions

Increased exposure to the world of work for vulnerable groups; training and
apprenticeships; progress on soft and hard skills

Compliance with decent work standards; stable work; safety at work; reduced
absenteeism; perceived opportunities; work-life balance; career trajectories; new
leadership roles; diversity within an industry; representation of leadership

Net change in employment directly attributed to social economy entities within
disadvantaged groups; speed of hiring vulnerable groups; self-employment

Survival rates of social economy entities; financial resilience of women and disadvantaged
groups (e.g., reported improvements in ability to plan finances, ability to save money)

Reliance on local producers and suppliers versus outsourcing (establishment of local
networks, increased number of local partnerships); smaller environmental footprint from
economic activity

Emergence or improvement of national or local policies in support of the social economy and
social entrepreneurship; growing number of social economy entrepreneurs and organisations;
establishment of new collaborations with other social economy, private and public actors;
evidence of mainstream businesses moving towards sustainable corporate practices through
partnerships with the social economy

Existence and extent of
democratic governance
practices

Participatory management
Experience and benefits of

participation by disadvantaged
groups

Organisational cohesion
Community cohesion

Integration of disadvantaged
groups

Presence and diversity of stakeholder groups on boards; invitation to and attendance at
operational, governance and evaluation meetings

Voting rights; participation in planning, measurement, delivery, etc.; collective bargaining
practices; opportunities to voice concems and ideas

Range and numbers of disadvantaged groups included in participatory management
practices, activities and interventions; sense of empowerment; perception of ability to
participate; change in confidence

Solidarity among members; mutual trust and co-operation; capacity for self-management
Social connectedness; perceptions of stakeholder groups; tolerance of local differences
Accessibility and use of activities, services and products developed by the social economy
entity; official recognition of disadvantage factors in the public system; reduced
dependency on welfare transfers; improved access to public health, education and other
basic services

Physical and mental health

Psycho-social well-being

Community embeddedness

Political participation, also
referred to as democratic
impact

Environmental quality

Self-esteem and motivation, psychological status (decrease in depressive symptoms,
reduced sense of anxiety and isolation); active lifestyle; behavioural changes (e.g., respite
from street life); savings in public health expenditures

Improvements in living conditions; reported improvements in quality of life, level of
optimism, and life and job satisfaction

New relationships created locally; greater interaction of disadvantaged groups with the
community; sense of belonging; sense of pride in community; social recognition;
collaboration and partnership with other social economy entities

Access to policy makers; confidence to contribute and make a difference; changes
occurring in the quality or intensity of citizen participation, the modalities of public debate
and decision-making

Exposure to loud noise, air pollution, or chemical products
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(1]

[26]

(36]

(31]

[19]

(3]

(2]

(28]

' The social economy, also called in some countries the “solidarity economy” or “social and solidarity
economy”, is composed of a set of organisations such as associations, cooperatives, mutual organisations,
foundations and, more recently, social enterprises. In some cases, community-based, grassroots and
spontaneous initiatives are part of the social economy, in addition to non-profit organisations, often dubbed
the “solidarity economy”. For the sake of simplicity, this report refers exclusively to the social economy.

2 This report refers to “entities”, “organisations”, “actors" and “members of the social economy”

interchangeably to designate the organisational structures comprising the social economy.

3 https://sdgimpact.undp.org/enterprise.html.

4 https://impactmanagementplatform.org/.
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5 https://capitalscoalition.org/the-coalition/.

® The French national union of associations of parents, mentally handicapped persons and their friends
(Union nationale des associations de parents, de personnes handicapées mentales et de leurs amis).

" While a comprehensive understanding of social impact may include the environmental dimension as it
ultimately has societal consequences, this guide focuses on social impacts in the narrow sense, for several
reasons. First, environmental impacts are inherently less complex to measure quantitatively. Second, any
positive or negative environmental consequences arising from social economy activities do not differ
significantly from those stemming from the activities of other private-sector actors. Finally, because the
measurement of environmental impacts is much less controversial, significant progress has already been
made in standardising it. Hence, a wide set of resources and tools is available, even for beginners.

8 Impact management includes impact measurement; these two processes are sometimes collectively
referred to as “impact management and measurement”.

9 “Social bricolage” can be defined as the purposeful and creative recombination of ideas and resources

in the day-to-day pursuit of a social mission (Di Domenico, Haugh and Tracey, 2010;3s)).

19 According to this definition, “social impact” can include the economic and environmental consequences
of a social economy entity’s actions (e.g. the indirect economic impacts on stakeholders, beyond access
to employment). For the sake of clarity, however, this report will focus on social and societal consequences,
which are deemed the most difficult to measure.

" In corporate accounting, information is considered “material” if its omission or inaccurate reporting could
lead to poor economic or financial outcomes for an entity. Decisions about what is material are most often
taken by accountants or other financial experts. Social Value International offers a narrower definition,
whereby “an impact is material when it is relevant and significant for decisions to optimise wellbeing of a
stakeholder group. Outcomes and therefore impacts that are not significant can also be considered
material if they are relevant to organisational objectives and/or relate to societal norms” (Social Value
International, 2023;36)).

12 |n social impact measurement for civil society organisations, “material” is something that is relevant
(i.e. recognised by stakeholders/strategies/research/people) and significant (i.e. important to people, more
important than something else, or important to the organisation) (HIGGS et al., 202222;). Civil society
organisations need to determine what information and evidence must be included in the accounts to give
a true and fair picture, such that stakeholders can draw reasonable conclusions about impact (Aps et al.,
20171117).

13 A system change follows a change in the root causes of an issue, as opposed to a surface level change
which only addresses symptoms. Change is systemic if the way a system operates shifted and hence
produces a more positive outcome itself. The term hence describes both an outcome and an approach to
social change (Ashoka, 201837)).

4 Although the term “impact” indicates the ultimate significance and transformative effects (potential,
assumed or achieved) of an intervention, it is often used to encompass changes observed across the
whole results chain, including immediate outputs, intermediary outcomes and long-term impacts (OECD,
202310). “Impact evidence” can be defined as the available body of facts or information that can be used
to judge to what extent (or not) impact has occurred. The evidence, which can be both quantitative and
qualitative, can be generated by individual social economy entities, groups of social economy entities,
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other stakeholders in the social economy ecosystem (e.g. impact investors) and public authorities. It can
then be triangulated to evaluate the impact of an organisation or initiative, thereby informing decision-
making (OECD, 20211); OECD, 202320)).

15 For a definition of what the term “material” means to the social economy, see Infographic 2.

16 Social value is a broader definition of value that includes the worth or importance stakeholders place on
changes/impacts to their well-being that are not captured through financial transactions (Social Value
International, 2023;3g)).

7 The listed indicators are drawn from the following projects: the UNRISD SDPI, the IRIS+ Catalog of
Metrics, the OECD Paper Series on Well-Being and Inequality, and Social Value UK’s Outcome
Frameworks and Standalone Measures Database and Accompanying Report.
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At the beginning of each impact measurement cycle, the design phase is
critical to ensure that the following data collection efforts will help respond to
the social economy entity’s learning needs. This phase entails defining the
change strategy, identifying learning needs, and setting impact targets.
These three subsequent steps will help ensure that the measurement efforts
are geared towards the implementation of the social mission and that they
adequately promote stakeholder engagement.
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Measure impact to support continuous
learning

Social impact measurement aims to assess the social value produced by the activities of any for-profit or
non-profit organisation. It is the process of understanding how much change in people’s well-being or the
condition of the natural environment has occurred and can be attributed to an organisation’s activities
(OECD, 20231)).

Based on a simple, easily accessible vision that prioritises continuous improvement, social impact
measurement can be structured around three main chronological phases (Infographic 1.1):"

o Design: defining the change strategy, identifying the learning needs, setting impact targets,
e Collect and analyse data: structuring the data approach, data collection, data analysis,
(potentially) valuing impact,

e Learn and share: consulting stakeholders about results, choosing a reporting framework,
communicating the impact evidence.

Stakeholder engagement is a cross-cutting priority through all steps of the measurement cycle,
particularly for the social economy. Different measurement cycles may overlap at different levels within
the same organisation, and with different timelines.

Infographic 1.1. The impact-measurement cycle

MEASURE

DESIGN

= Define the change strategy = Set impact targets
= |dentify learning needs

COLLECT AND ANALYSE DATA

= Structure the data approach = Analyse data
= Collect data = Consider impact valuation

LEARN AND SHARE

= Consult with internal and = Choose a reporting framework
external stakeholders about « Communicate the impact
results evidence

Source: OECD
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The design phase comprises three steps: 1) defining the change strategy, 2) identifying learning
needs, and 3) setting impact targets. Although social economy entities increasingly understand the
importance of impact measurement, conceiving it as an embedded cycle can prove challenging in practice.
Indeed, social economy entities may struggle to translate their social mission into concrete social changes
for their beneficiaries and beyond. Designing a precise change strategy and developing awareness of the
underlying assumptions is critical not only to the success of the measurement cycle, but also to achieving
the social mission (Aps et al., 20172); (VISES, 2017(3)); (OECD, 202114)); (Impact Management Platform,
n.d.;s)). Prioritising learning needs and setting impact targets is another sensitive exercise, given the
diversity of stakeholders and motivations for engaging in impact measurement.

Define the change strategy

Despite having a well-defined social mission, social economy entities can struggle to describe their
change strategy, which links the activities implemented to the expected changes. This involves first
distinguishing between direct, indirect beneficiaries and other stakeholders, and then describing the
theoretical relation between “what is done” (the actions being implemented) and “what we seek to change”
(the impact objectives arising from the social economy entity’s mission) (see Infographic 1.1.). Entities can
avail themselves of a wide array of freely accessible online resources to this end (Better Evaluation, n.d.jg))
(Change the Game Academy, n.d.;71) (ThinkNPC, n.d.is;) (Learning for Sustainability, n.d.s).

The social impact pursued by a social economy entity derives from its social mission, which is
typically enshrined in its founding documents. Still, the entity may face several challenges when
translating that mission into its impact objectives. Depending on the situation, it may observe divergences
(Baudet, 201910;; OECD, 2021u4;; OECD, 2023;1)) relating to:

e The temporality of changes considered: does social impact designate short-, medium- or long-
term changes?

e How unintended or unexpected changes should be factored in: does social impact refer only to
the expected consequences of given actions, or does it also include those that are observed even
if they were not foreseen?

e The positive or negative nature of the expected changes: is social impact only positive or should
the negative consequences of actions also be considered?

e The question of contribution or attribution: does social impact refer to all observable changes,
or more specifically to changes that can be tied to a specific action via attribution or contribution
analysis?
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Infographic 1.2. Guiding questions for social economy entities to define their expected social

impact

1. What is the social, environmental or economic need, issue or problem we want to address?

2. How does this fit within our social mission and strategic priorities?

3. What are the desirable changes we aim to achieve in the situation, behaviour or perception of our
beneficiaries and stakeholders as a direct consequence of our activities, services and products?

Source: OECD.

A growing challenge is distinguishing between “social impact” and “externalities”. The increasingly
frequent use of the term “impact” by companies belonging to the conventional economy is blurring the lines
with social economy entities, whose operating model is founded on the pursuit of a social mission. The
statutory goal of generating social change is the main differentiator between “impact” and “externality”. It
follows that a social economy entity’s ability to explain its intentionality by formalising a change strategy is
a critical step in the impact measurement cycle.

Ideally, social economy entities will develop a change strategy at the corporate level and then
deploy it throughout their activities, starting at the project development stage. In practice, however,
they often define the change strategy around a specific activity or programme — either early on, for
fundraising purposes, or retroactively, to fulfil reporting requirements. Thus, larger social economy entities
with several ongoing activities or programmes may need to reconcile several strategies, to structure a
consistent impact-measurement cycle that serves all of them. In such situations, the social economy entity
will need to design a unique organisational change strategy explaining how it intends to fulfil its mission,
as well as several underlying strategies depicting how it will achieve each programme’s impact targets.?

Broadly speaking, a social economy entity can choose from among three main solutions to develop
its theory of change:? logic models, impact mapping and causal chains. However, adaptations are
constantly emerging, such as the “Wheel of Change” and “story of change”, which were developed primarily
for the social economy. Especially in the area of social innovation, planned activities and desired outcomes
are constantly evolving through experimentation, so that “theory of change” models may be considered
too constraining. To advance social change, impact objectives and targets need to match the vision of a
“desirable future”, as expressed by a diverse range of stakeholders (Besangon and Chochoy, 2019;11).

As a general rule, social economy entities and their funders prefer the simplicity of the /ogic model.

This approach helps align different change strategies (e.g. at the organisational and programme level) and
identify learning needs (see Figure 1.1). The logic model can be a default entry-level solution in many
situations (supported by a wide set of free resources online), preparing for more sophisticated forms of
change strategy. At minimum, the logic model helps organisations distinguish between the inputs, outputs,
outcomes and impacts of their activities (Social Impact Navigator, n.d.;127) (Center for Social Impact
Strategy, n.d.;13)) (Social Impact Toolbox, n.d.;147). More advanced versions describe the social needs
targeted, how the model can be linked to the organisation’s goals, and even how to formulate the learning
questions to be addressed in the social impact-measurement cycle. The “Wheel of Change” framework
can prove useful in this regard (Neelands and Garcia, 2023(15)).
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Figure 1.1. Logic model for a job-training-programme
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Impact mapping* encourages social economy entities to identify the various internal and external
stakeholders affected by the implemented activities and spell out the impacts expected for each
(VisibleNetwork, n.d.j1e;; Rockwool Foundation, 2020y17)), either by consulting directly with stakeholders or
exploiting existing evidence (see Figure 1.2).° Such an approach describes how the organisation fits into
the wider social economy and offers a vision of its “footprint”. However, impact mapping generally cannot
pinpoint the causal links between the implemented action(s) and the expected impacts, and is therefore
better suited to defining the change strategy at the organisational level. Similar approaches, like the “story
of change” model,® place greater emphasis on explaining why stakeholder groups and expected impacts
are included in the change strategy.

Figure 1.2. Impact mapping for a job-training programme
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Identifying the causal chains leading to expected impacts is the most advanced approach.” This
exercise forces social economy entities to delineate the different stages, mechanisms, factors and cause-
and-effect relationships that should link the activities (logically or chronologically) to the desired impacts
(see Figure 1.3). This requires them to reflect carefully on their intervention techniques, and therefore
design a more elaborate version of their operating model. Such visual representations are often very
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detailed and possibly difficult to read and understand, complicating communication and decision-making.
They may also be perceived as too rigid, with little room for experimentation, especially in the field of social
innovation (Besancon and Chochoy, 201911]). Being the most complex option, causal chains are best
suited for the programme level, where the delivery model may be easier to pin down. Infographic 1.2 gives

an overview of these approaches.

Figure 1.3. Causal chain for a job-training programme
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Infographic 1.3. Alternative ways to define the change strategy

Impact mapping
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A social economy entity using any one of these approaches to formalise its change strategy will
need to consider carefully how it can translate its mission into impact objectives. External support
may be needed to develop the theory of change and align the viewpoints of different stakeholders. Besides
selecting the most appropriate approach to define its change strategies, the entity must also choose which
stakeholders to engage in the process (see Box 1.1).

Box 1.1. Choosing which stakeholders to engage in the design phase

Social economy entities are generally embedded in a complex network of stakeholders, who
influence both the conduct of their activities and the situation of their beneficiaries. The entities
may be tempted to include all their stakeholders in building their change strategy, further complicating
this process. Stakeholder mapping is particularly useful in this regard, in that it helps identify the most
relevant groups.

Stakeholder mapping involves naming all the stakeholder groups that are relevant to an
organisation, analysing how they may (either positively or negatively) influence results, and planning
to engage them during the impact measurement phases and steps. Although the notion of “relevance”
in this context has several definitions, it generally refers to those stakeholders who are material (i.e. they
are affected by or could affect an organisation’s decisions), or have the power and resources to
influence an entity’s activities and outcomes. A stakeholder map is therefore typically constructed as a
2x2 matrix, based on high or low interest and influence.

igh Keep informed Actively engage

Interest

Monitor
(minimum effort)

Low

Keep satisfied

Low High

Based on the position within the matrix, the social economy entity can determine whether — and
how — these stakeholders should be involved in refining the change strategy, or at another point in
the impact measurement cycle. The mapping exercise can involve a few selected internal stakeholders
(e.g. managers, employees and beneficiaries) or a wider range of external stakeholders (e.g. suppliers,
funders, regulators and competitors), depending on how much time and resources the entity has to
perform the mapping.

Further reflection to help inform the change strategy may be guided by the following questions:
Why are these individual stakeholders important to us? Which problem(s) do we intend to solve for
them? What are their/our expectations in terms of impact (e.g. changes in situation, behaviour or
perception)?

Source: (Reed and Curzon, 2015p1g)); (HIGGS et al., 202219)).

MEASURE, MANAGE AND MAXIMISE YOUR IMPACT © OECD 2024



|33

Identify learning needs

During the design phase, the social economy entity will strive to understand which learning
questions the data collection and analysis must answer. This is an opportunity to establish what the
entity wants to know (not only in terms of impact results), as well as for and from whom it needs this
information (its audience and data sources, e.g. employees, beneficiaries, funders and partners) (see
Infographic 1.3.). This internal reflection will in turn inform the selection of indicators, tools and methods,
and the nature of the data collected (including the balance between qualitative and quantitative). It also
prompts the entity to clarify how it will use the data collected for a specific indicator or target and to double-
check whether critical information gaps will be filled. Guidance already exists on how to formulate possible
learning needs, often in the form of evaluation questions (European Commission, 200620;) (European
Evaluation Society, n.d.j21)) (American Evaluation Association, n.d.j22).

Infographic 1.4. Guiding questions to help formulate internal learning needs

Effectiveness: Is the intervention achieving its impact targets? To what extent has it achieved —or is it
expected to achieve — its objectives and results, including any differential results across groups?

Impacts and sustainability: What difference is the social economy making in the situation or trajectories of
beneficiaries? Will the impacts last?

Efficiency: How well is the social economy using resources? To what extent is the intervention delivering or is
it likely to deliver results in an economic and timely manner?

Relevance: Is the social economy entity doing the right things to tackle social needs? To what extent do
the intervention’s objectives and design respond to beneficiaries, as well as to global, country and partner/
institutional needs, policies and priorities, and will they continue to do so as circumstances change?

Coherence: How well do the social economy entity and its actions fit into the existing ecosystem? Is the
intervention compatible with other interventions in a country, sector or institution?

Note: These questions draw on the six evaluation criteria proposed by the OECD DAC Network on Development Evaluation.
Source: (OECD DAC Network on Development Evaluation, n.d.ps).

Impact measurement by social economy entities often only tackles the question of effectiveness,
sometimes adding actual impacts depending on the available means. However, the other questions
may be important to help interpret the impact evidence and serve other learning needs (e.g. which
partnerships to develop, how to better exploit existing resources, and what additional beneficiaries to target
in the future). Indeed, “efficiency” and “effectiveness” are typically accountability-based, whereas the other
questions are more conducive to internal learning. Each of these learning questions will have direct
repercussions on the social economy entity’s approach to data collection and analysis; hence it will need
to review them carefully and balance their weight in the design of the impact measurement cycle.

Social economy entities sometimes struggle to identify the question(s) that will best serve their
interest and prioritise between the different learning needs. The general recommendation is to
formalise the learning needs(s) acc