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About this guide
This short guide provides an introduction to social impact 
measurement for policy makers and practitioners to help make 
better investment and policy decisions. More in depth discussion 
on social impact measurement can be found in various 
publications on the SImetrica website. A full version of the guide 
will be available in due course.  

Over the last decade or so, a wide range of organisations from 
the private, public and charity sectors have increasingly become 
interested in measuring their impact, and the social value that 
they create. In the UK, for example, methods such as Social 
Return on Investment (SROI) and Social Accounting have become 
popular alongside more traditional social impact measurement 
tools used by governments such as Cost-Benefit Analysis (CBA).

Although there are a number of guidance manuals, despite this 
growing interest there does not exist a comprehensive text that 
describes each of the methods and compares them to help 
practitioners get a better idea of which method is appropriate for 
their organisation. In this Guide we provide an introduction to the 
main approaches to social impact measurement in use today and 
discuss the main issues to take into account when assessing 
social value. 

We start by noting that there are many approaches to social impact 
measurement. This Guide focuses on models that are either used by 
government in policy evaluation or that have government-level 
guidance on the approach. These are; 

• Cost-benefit analysis (CBA)

• Social Return on Investment (SROI)

• Cost-utility analysis (CUA)

• Cost-effectiveness analysis (CEA)

• Multi-criteria analysis (MCA)

There are a number of other social impact methods that have been 
developed recently but they all tend to derive in some way from 
these five more established methods and so our discussion here will 
be relevant for most social impact methods. The Guide aims to (i) 
provide a definition of social impact measurement, discussing both 
the philosophical and technical foundations of the different models; 
and (ii) assess how the different approaches compare against each 
other. The Guide will also describe SImetrica’s framework and 
approach for measuring social impact.



What is social impact measurement?
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Measuring social impact has three key elements: philosophy, 
analysing impact and valuation. Philosophy is about what we should 
measure and how we should define success. Analysis refers to the 
task of empirically testing whether there’s been an impact. This can 
cover a broad range of fields borrowing from statistics, mathematics 
and econometrics and from qualitative disciplines as well. Finally 
valuation refers to converting outcomes on to some scale that has 
meaning or value (this could be a monetary or non-monetary scale).

The term ‘social impact measurement’ is an umbrella term for a wide 
range of methods. As a result, it can be tricky to derive a single 
definition that comprehensively captures all the approaches to 
assessing social impact. However, one definition that does capture 
the essence of the variety of methods is that,

Social impact measurement is concerned 
with assessing whether an intervention 
or action is in society’s interests

In turn, we can say that,

Any intervention or action that is in 
society’s interests has social value.

Here the term ‘social’ refers to the aggregation of the individuals that 
make up society. The important point to note is that social impact, 
therefore, is not about the type of impact - it is often claimed, for 
example, that things like health and crime are ‘social impacts’, 
whereas GDP growth rates and inflation are ‘economic impacts’ - 
but instead refers to society as a collection of individuals. And in 
social impact measurement we are interested in capturing all types 
of impact, such as impacts on the economy, the environment and 
health, because they affect people in society. ‘

’

‘ ’



Measuring Social Impact: Understanding the 
normative approach, measuring impact and 
valuing outcomes
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The philosophy
What is it that we want to measure? What are the success 
indicators? In other words, we need to define what is meant 
by ‘in society’s interests’. We will call this the normative 
question.

We start by noting that all social impact methods are value-laden because there is a 
judgment being made (implicitly or explicitly) about how we define society's 'interests'. 
In theory society’s ‘interests’ can be defined in any way we like, but the approach taken 
in most social impact methods is to base society’s ‘interests’ on some concept of 
welfare or wellbeing. This is known as the welfarist approach to evaluation, which 
states that an intervention or action should be judged in terms of the impacts that it has 
on wellbeing. This can be a broad view, which encompasses both human and animal 
welfare (known as inclusive welfarism), but mainly due to issues around measurement 
problems, social impact tends to focus on human welfare (known as anthropocentric 
welfarism). This does not mean that we cannot capture the value of the environment, 
other species and the ecosystem in social impact measurement. Instead it means that 
we do so through the impact that these things have on human welfare. 

Before we move onto discussing some approaches to measuring human welfare we 
quickly highlight that social impact methods do not need to be welfarist and indeed 
they do not even need to focus on any outcomes as such. Some methods, such as 
MCA, can look at outcomes that may have no relation to human welfare. Outcomes 
based methods are known as consequentialist and this is the category in to which 
MCA falls, because it looks at the consequences or outcomes of an intervention, but 
MCA is not necessarily welfarist about the outcomes. And some approaches take a 
diametrically opposed approach, shunning consequentialism for a deontological view of 
the world. Deontological approaches stress the importance of certain moral norms 
stating that some choices cannot be justified by their effects alone. Some acts are 
intrinsically good or bad in their own right irrespective of their outcomes. This gets in to 
concepts such as respect, rights, dignity and duty. Deontological approaches to ethics 

are complex and varied with few concrete examples of how they can be employed at 
the policy making level (they mainly concern decision-making at the individual level). 

The moral theories and ethics of Immanuel Kant probably represent the main approach 
to deontology. Thirdly, we may also revert to virtue ethics where the focus is on the 
moral character of the agent. Here the worthiness of an intervention would depend on, 
for example, the intentions of the organisation regardless of the outcomes. Like 
deontological approaches virtue theory is more relevant for individual level actions, but 
surely issues related to intentions drive a considerable amount of funding decisions in 
charities (ie, the argument that ‘it is for a good cause’).

This covers very briefly the broad array of normative approaches to thinking about 
social impact and social value. In truth most SIM methods are fundamentally 
consequentialist, looking at the outcomes of an intervention. Certainly this is the case 
with all of the methods we look at here and so we will not discuss deontology and 
virtue ethics in any further detail here  (interested readers should see Driver (2007) and 
Timmons (2002)).

As discussed, most consequentialist methods naturally look to some form of human 
welfare as the intrinsic outcome of interest. There are broadly speaking three 
approaches to human welfare (Parfitt, 1984):

(i) The Preference satisfaction account is based on the premise that we can infer 
welfare from people’s choices because "what is best for someone is what would 
best fulfill all of his desires" (Parfit, 1984): 494). Modern-day economic theory is 
based on this account of welfare. 

(ii) Mental state accounts refer to people‘s subjective experiences of their own 
wellbeing, which is usually measured through self-reports in a survey. There is a 
large range of subjective wellbeing questions and these include happiness, 
emotions, life satisfaction, worthwhile/purpose in life, sadness, anxiety and goal 
attainment. Each taps into different theoretical concepts of wellbeing. 

(iii) Objective list accounts of welfare are based on assumptions about basic 
human needs (Dolan et al., 2011). Welfare is measured in terms of a set of pre-
determined indicators such as mortality rates, health, and literacy rates. 



These three measures of wellbeing - although all essentially trying to measure the same 
broad thing: human welfare - can give very divergent assessments of how a person’s life 
is progressing and hence will derive different estimates regarding the success and social 
impact of an intervention. For example, people may not always choose things that make 
them happy or more satisfied and items on an objective list account may not be things 
that people really desire or things that impact on self-reported wellbeing. There is no 
consensus on which wellbeing measure is ‘right’ and the social impact methods 
discussed in this paper use a range of these accounts, but the predominant measure has 
tended to be the economist’s preference satisfaction account, which forms the basis of 
CBA, CUA and to some extent SROI and MCA too. However, we note that economists 
and policy analysts are also increasingly using mental state accounts to assess social 
impact and objective list accounts have been used extensively in policy evaluation in 
international development. 

Analysing Impact
Once we have decided what outcomes are of interest how do 
we go about measuring impact? We will call this the positive 

question. Causal inference is the task of estimating cause and effect relationships and it 
is of utmost importance to social impact. There are broadly speaking two ways of 
estimating causality in a welfarist approach. First we could measure the impacts on some 
welfare metric directly. This is common in methods that use objective list measures of 
wellbeing. Or second, we could measure the impact on some outcome such as health 
and then measure the wellbeing benefits of this impact.

There are two fundamental approaches to causal inference through which essentially all 
approaches to causality (both quantitative and qualitative) are covered. The roots and 
foundations of all methods for causal inference used in social impact measurement can 
be traced back to one of these two approaches. 

The Rubin Model of causal inference is based on the concept of counterfactual 
outcomes. It compares what did happen against what would have happened anyway in 
the absence of the intervention (known as the counterfactual scenario). The Campbell 
Approach instead looks at ‘statistical threats’ that would prevent us from concluding 
whether a relationship that we observe between an intervention and an outcome has a 
causal interpretation. A concise way of categorising the wide range of methods under 
these approaches is as follows:

•	Experimental methods determine the assignment of the intervention to different 
groups (usually through random allocation). The process of randomisation allows 
for robust estimates of causality because the intervention and control groups are 
identical in all aspects apart from the intervention itself and hence any difference in 
outcomes we see across the two groups is very likely to be solely due to the effect 
of the intervention. Therefore, experimental methods are seen by many as the ‘gold 
standard’ approach to causal inference.

•	Quasi-experimental methods try to replicate experimental approaches with data 
where the intervention has not been randomised. Where people are not randomly 
assigned to the intervention and are allowed to select in, the intervention group will 
invariably be very different to the control group even before the intervention has 
started and hence we are not comparing like with like. Quasi-experimental 
methods use methods to control for (ie, nullify) the initial differences between the 
groups or methods to match similar people in the two groups with the aim of 
replicating the conditions under an experimental scenario. It is rare that all differing 
factors can be fully accounted for and hence generally speaking quasi-
experimental methods are seen as statistically inferior to experimental methods. 
However, under the right conditions they can be very robust and they form one of 
the main methods used in academic research today.

• Non-experimental methods are techniques that do not make any attempt to 
control for differences between the intervention group and control group (note that 
the control group could be measured as the intervention group before the 
intervention has started). These techniques cover qualitative methods and some 
simple statistical methods. Common methods are before and after studies, studies 
that compare non-similar intervention and control groups and qualitative surveys 
that ask people directly about the impacts that they perceive. Generally speaking 
these methods suffer from a huge amount of potential biases. The intervention 
group and control group will almost certainly be very different even before the 
intervention has started and in a before and after design there are likely to be a 
whole host of other factors that may have influenced the outcomes in addition to 
the intervention. And in qualitative surveys there are a number of cognitive biases 
that make it likely that people overstate the impacts. For these reasons non-
experimental approaches to causality have the least amount of statistical validity in 
social science research and increasingly in policy analysis too. However, they play 
an important role in providing contextual information about the impact and may 
highlight to us the reasons or mechanisms behind any observed impact and hence 
they do have an important role to play in research.

We discuss how the different social impact methods apply these techniques in Section 4.

5
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Valuing impact
The final stage of any social impact method is the valuation of 
outcomes. This usually happens once we have estimated the 
causal effect of the intervention on the outcome(s) of interest. 

Here we will start with a very general definition of valuation, which 
refers to the general process of converting an outcome measure onto another metric that 
holds value. This metric can be a monetary value (and indeed valuation usually tends to 
refer to monetary values), or it can be on a non-monetary scale. Implicitly or explicitly all 
social impact methods use some form of valuation.

Monetary valuation involves converting outcomes on to a monetary scale. CBA is the 
principal social impact method that employs monetary valuation. As discussed CBA 
adopts the welfarist approach and this dictates how outcomes are valued. Valuation in 
CBA is usually undertaken using the preference account of welfare. As a side note, it is at 
the valuation stage of SIM that we can make the clear link between the methodology and 
its normative foundations.  It is the fact that CBA values outcomes ultimately in terms of 
the extent to which they satisfy people’s preferences which makes it a welfarist approach 
(other welfarist valuation methods using SWB have also been employed recently in CBA 
and this is discussed in more detail below).

In economics the monetary value of something can be measured through what are 
known as compensating and equivalent welfare measures. 

The compensating measure of value is defined as the amount of money, paid or 
received, that will leave the individual in her initial welfare position following a change in 
the good. 

And the equivalent measure of value is defined as the amount of money, to be paid or 
received, that will leave the individual in her subsequent welfare position in absence of a 
change in the good. 

In other words, value in economics is a direct measure of the change in welfare 
experienced by the individual. There is nothing special about money in economics – it 
simply acts as a numeraire for measuring welfare. Indeed, compensating and equivalent 
measures of welfare could be measured in terms of gold, health or candy bars, but it has 
been common to use money since the costs of an intervention (and many of the benefits 
too) are usually already set in financial terms and this makes the comparison of benefits 
to costs easier. 

One thing to note is that compensating and equivalent measures of value tend to diverge 
for the same good/service and thus it is important to be clear in the analysis which 
measure is being employed. CBA tends to rely more heavily on compensating measures 

of value. Compensating measures are akin to willingness to pay (WTP) for positive 
outcomes and willingness to accept as compensation (WTA) for negative outcomes.

An important point to note about the economist’s definition of value is that it is clearly 
different to the notions of price and costs because price and cost do not have to 
correlate with the individual’s welfare. Price represents the market clearing monetary 
figure for a good or service. With value measured as the monetary equivalent of a change 
in welfare it is clear to see that there will be people that value the good/service higher or 
lower than the market price - in fact it will be rare if anyone values the good/service at 
exactly the market price. Prices will generally respond to the value that people place on 
the good but they won’t align perfectly and by the same arguments nor will costs – again 
there will be people that value the good more or less than the cost of producing it. This 
misconception about prices and costs lies at the heart of some of the common mistakes 
made in social impact assessments, whereby price or costs are used as measures of 
value for individuals.

The value of an outcome can be measured from people’s preferences either through 
market data (the revealed preference approach) or by asking them directly how much 
they value something in a survey (the stated preference approach). There is a plethora of 
methods available under each approach, but in summary the revealed preference 
approach essentially takes data on market transactions and estimates the value 
associated with some good/service from demand curves; demand curves are able to 
reflect the value placed on a good over and above the market price. In stated preference 
methods, such as contingent valuation, respondents are asked their maximum 
willingness to pay (WTP) (for good outcomes) and minimum willingness to accept (WTA) 
(for bad outcomes), under the assumption that these monetary figures represent the full 
change in welfare associated with the outcome.

Recently CBA has also started to use subjective wellbeing (SWB) metrics. Impacts on 
SWB can be monetised using the wellbeing valuation approach by estimating the 
amount of money that would have the equivalent impact on SWB as the intervention 
does. For example, if an improvement in health increased life satisfaction by 1 index 
point (measured on, say, a scale of 0-10), and so does a £40,000 increase in one’s 
income, then the value of the health improvement would be equal to £40,000 under the 
wellbeing valuation method.

SROI, like CBA, values outcomes. SROI is best interpreted as a synthesis of CBA and 
accounting principles. It uses a wide range of valuation methods including revealed 
preference, stated preference and wellbeing valuation methods from CBA. It also uses 
financial metrics commonly employed in accounting frameworks such as marginal costs 
and price. This fusion of values creates ambiguity in respect to the normative foundation 
of SROI - it can be argued that SROI broadly follows the welfarist approach like CBA (as 
it uses methods such as revealed preference valuation), but as discussed prices and 
costs do not directly measure value in terms of an individual’s welfare, which means that 
at times SROI will be independent of welfare (ie, it will deviate from welfarism). 
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Whereas in CBA the objective of valuation is clear (to measure changes in welfare), in 
SROI it can be hard to interpret what the monetary value represents when costs and 
prices are used. This is an important area for future research and development in SROI.

Non-monetary valuation is the conversion of some outcome measure onto another 
non-monetary metric that holds value within the context of the evaluation framework. 
Examples of non-monetary valuation are used in CUA and MCA.

CUA, which is also known as health-related CEA, uses the process of converting 
health impacts into quality adjusted life years (QALYs), rather than monetary values. 
Health outcomes are translated onto QALY scores that represent welfare impacts, where 
1=’perfect health’ and 0=’death’. This is achieved through the preference satisfaction 
approach. In the UK health states and conditions are assessed on five dimensions using 
the EQ-5D survey (mobility, self-care, usual activities, pain/discomfort and anxiety/
depression) and people are asked about their preferences between living a life with that 
condition or a shorter one in full health (the time trade-off approach). This information 
enables ratings of different health states on the 0-1 QALY scale, which reflects health 
related quality of life or wellbeing. CUA, like CBA, is therefore a welfarist approach, 
putting people’s preference at the heart of the model. The current acceptable cost-
effectiveness threshold in the UK is set at £20,000 per QALY. Interventions that cost 
more than £20,000 for a 1 unit QALY increase may be rejected (although this threshold 
is currently under review and is likely to be up-rated). CUA is implementable only where 
there are health related benefits involved and in this sense it is narrower than CBA 
because CBA acknowledges all impacts on society. 

MCA is an umbrella term for a range of techniques that broadly speaking formulate a 
set of success criteria and assess the options in terms of their contribution to the 
different criteria. It is used in many decision-making contexts including product design, 
business decisions and policy evaluation (in the latter it can be used as a social impact 
measurement tool). The methods for assessing consumer products used by Which? 
magazine is a well-known example of MCA.

In the policy evaluation context compensatory MCA methods are commonplace. This is 
where the importance of different attributes/criteria can be traded-off to derive an 
overall success indicator for the options. This indicator can be on a numerical scale - for 
example, 0 to 100 - and reflects the level at which the intervention is judged to achieve 
the success criteria. A simple example of this would be the use of a star system in 
product assessment where, say, a camera that ticks all of the criteria boxes (eg, cost, 
picture quality, size etc) receives a five-star rating. There are many methods in use for 
scoring the performance of interventions or products in respect to the success criteria 
and deriving an overall success indicator, but they are usually based on experts’ and 
stakeholders’ strength of preference towards the criteria. The process of valuation in 
MCA is thus a non-monetary one converting the performance and impact of an 
intervention onto a numeric scale that only has meaning within the context of the MCA.

MCA techniques can be used to identify a single most preferred option or to rank 
options and like CBA, they can capture many (or all) aspects of the intervention - under 
certain conditions MCA and CBA reach the same conclusions regarding the best option 
for society.

Finally, we should ask where CEA methods sit in terms of valuation. We could call CEA a 
non-monetary valuation method because although no valuation process is explicitly 
undertaken (like the QALY approach or scoring approach in MCA) leaving the outcomes 
in their original metric in some sense is an implicit claim that the original metrics 
themselves hold value for the purposes of social impact measurement. Out of all of the 
methods CEA offers the quickest and easiest approach as it cuts out an explicit 
valuation stage. However, the downside is that we can only look at one outcome at a 
time in CEA and there is no sense of how individuals value the outcomes (in monetary or 
non-monetary terms).

Footnotes:

Parfit, D. (1984). Reasons and Persons. Oxford University Press. 

Dolan, P., Metcalfe, R. & Layard, R. (2011). Measuring Subjective Well-being for Public Policy. 
Office for National Statistics.  

Driver, J. (2007). Ethics: the fundamentals. Blackwell Publishing.

Timmons, M. (2002). Moral Theory: An Introduction. Rowman & Littlefield Publichers Inc.



Summary chart: Five key models of social impact measurement 
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CBA is the oldest approach to 
social impact dating back to the 
1700s. 
It adopts a ‘welfarist approach’ and 
assesses whether an intervention 
increases overall social welfare. 
Changes in people’s welfare are 
measured in monetary terms through 
preference valuation methods and 
also increasingly through wellbeing 
valuation methods.
Uses experimental and quasi-
experimental statistical methods for 
assessing causality. 
Long term impacts are adjusted for 
inflation and discounted to account 
for the fact that impacts in the 
future are less valuable to current 
generations. 
CBA calculates a net benefit score 
(total benefits – total costs) where 
changes in each individual’s welfare 
is weighted equally. Positive net 
benefits = an increase in society’s 
overall welfare because of the 
intervention.

Where it’s used
In the UK, CBA forms the core 
methodology of the HM Treasury 
Green Book guidance on policy 
appraisal and evaluation and in the 
US is mandated by government 
legislat ion. It is also a core 
methodology in most OECD 
countries and is a key methodology 
used by a number of international 
organisations such as the United 
Nations and World Bank
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at 

is 
it?

SROI is best interpreted as a 
synthesis of CBA and accounting 
principles. 
It is based on seven key principles 
w i th a s t rong emphas i s on 
stakeholder engagement, building a 
story of change and a commitment 
to valuing outcomes. The latter 
principle makes it closely related to 
CBA.
Uses a wide range of valuation 
methods including preference and 
wellbeing valuation methods from 
CBA. Also uses financial metrics 
commonly employed in accounting. 
Predominantly rel ies on non-
experimental methods for assessing 
causality. 
SROI calculates a ratio score as 
benefits divided by costs, where 
interventions with larger SROI 
scores have a greater value to 
society.

Where it’s used
SROI has primarily been adopted 
by the charity sector in the US and 
UK and increasingly across Europe 
and Asia too. The core guide is 
produced by the UK SROI Network 
and is published by the Cabinet 
Office. It is also increasingly used in 
the private sector and at the local 
authority level public sector. It is 
currently not used (or very rarely 
used) by central government 
departments and international 
organisations.

CUA (also known as health-related 
CEA) is closely related to CBA 
adopting a similar welfarist approach. 
The two main differences are that CUA 
focuses only on health outcomes and it 
uses a non-monetary valuation 
technique through Quality Adjusted Life 
Years (QALYs). 
Health conditions are translated onto 
QALY scores that represent welfare 
impacts, where 1=’perfect health’ 
and 0=’death’.
This is achieved through preference 
methods such as the time trade-off 
approach. 
CUA assesses the cost per QALY of an 
intervention. The currently accepted 
cost-effectiveness threshold in the UK 
is set at £20,000 per QALY.

Where it’s used
In the UK, CUA methods are used in 
health evaluations by organisations 
like the National Institute for Health 
and Care Excellent (NICE). CUA or 
forms of health related cost-
effectiveness analysis are the domi-
nant form of health evaluation in 
many OECD countries.

CEA uses a single outcome measure 
of success and does not explicitly 
convert the outcome on to a 
monetary or non-monetary valuation 
metric.
Impacts on this outcome are compared 
to the costs of the intervention as a ratio 
of outcomes to costs. Impacts on 
different individuals are weighted 
equally. 
A cost-effective intervention is one 
that produces outcomes at least 
cost. 
The estimated cost-effectiveness of a 
new intervention is compared to the cost-
effectiveness of existing interventions or 
with a fixed-price cut off point 
representing the assumed willingness to 
pay for an additional unit of the outcome.
On-going debate as to whether CEA 
is a welfarist approach. Success 
outcomes in CEA are usually based 
on welfarist considerations, although 
outcomes may also be welfare-
independent.

Where it’s used
CEA is used fairly extensively in 
government policy analysis in the 
UK where full CBA is not possible or 
not appropriate (too costly or too 
time consuming). It is endorsed by 
the HM Treasury Green Book 
guidance as a method to apply in 
cases where CBA is not possible. It 
i s a l s o u s e d f r e q u e n t l y b y 
international organisations.

MCA is an umbrella term for a range 
of techniques that broadly speaking 
formulate a set of success criteria 
and assess the options in terms of 
their contribution to the different 
criteria. Options are scored and 
ranked in terms of their performance 
against the success criteria.
Used in many decision making 
contexts including product design, 
business decisions and policy 
evaluation (in the latter it can be used 
as a social impact measurement 
tool). The methods for assessing 
consumer products used by Which? 
magazine is a well-known example 
of MCA.

A key feature of MCA is its emphasis 
on the judgment of the decision 
making team, in establ ishing 
objectives and criteria and to some 
extent, in judging the contribution of 
each option to each performance 
criterion.

Under certain conditions MCA and 
CBA reach the same conclusions 
regarding the best option for 
society.

Where it’s used
MCA is one suggested approach in 
the HM Treasury Green Book 
guidance for cases where outcomes 
may be difficult to monetise. In the 
policy context in the UK, MCA has 
primarily been used in assessments 
regarding the social impact of 
environmental policies and defence 
related investment. 
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Pros
• Monetisation allows (i) benefits to be 
compared against costs on the same 
metric; (ii) the aggregation of a varied 
range of different outcomes (eg, impacts 
on health and crime) since the outcomes 
are all converted onto the same money 
metric; (iii) comparison of different 
interventions on a consistent metric. 
• A clear normative approach and 
technical methodology based on 
economic theory and econometric 
methodology. CBA provides clear 
guidelines and theory on monetary 
valuation, statistical analysis, aggregation 
of impacts, discounting future impacts 
(although the application/theory may be 
criticised – see below).
• A long history of research in 
economics, statistics, philosophy and 
psychology (including an academic 
journal devoted to research on CBA (the 
Journal of Benefit-Cost Analysis)) has 
made major contributions to the CBA 
methodology and our understanding of 
the merits and limitations of CBA. 
• CBA methodology keeps abreast of 
theoretical and scientific developments in 
economics, statistics and psychology.
• Although CBA has been criticised by 
economists and non-economists alike, 
there is some consensus that if we 
accept the welfarist approach to policy 
evaluation/SIM then CBA is currently our 
best available method.

Cons
•  Number of criticisms of preferences as 
a measure of welfare (preferences may 
be a poor measure of quality of life and 
can be context-sensitive).
• Context sensitivity of preferences can 
create a number of biases in valuation 
studies (monetary values may not reflect 
impacts on human wellbeing).
• Concerns about the process of 
attaching monetary values to non-market 
goods like health and human life.
• No consensus on the appropriate 
discount rate.

CBA

Cost-Benefit Analysis Social Return on Investment
Pros
• SROI tells the story of how change is 
being created for stakeholders. 
• Provides a clear role for stakeholders.
• Is the only method that is centrally 
audited with a quality assurance 
process. 
• Monetisation allows (i) benefits to be 
compared against costs on the same 
metric; (ii) the aggregation of a varied 
range of different outcomes (eg, 
impacts on health and crime) since the 
outcomes are all converted onto the 
same money metric; (iii) comparison of 
different interventions on a consistent 
metric. 

Cons
• Difficulties regarding the interpretation 
of the normative approach in SROI. Due 
to the use of a variety of valuation 
me thods f rom econom ics and 
accounting disciplines it can be difficult 
to understand what exactly is being 
measured in SROI and how the return 
on investment figure should be 
interpreted.
• Does not fully exploit the range of 
available statistical techniques for 
understanding causality (the effect of 
the intervention on the outcomes of 
interest). 
• Mix of valuation methods used (many 
that have been d is regarded in 
economics as problematic).
• No guidance on how the opinions and 
values of indiv iduals should be 
aggregated and weighted.
• No guidance on how to treat the 
value of long term impacts ( ie, 
discounting).
• Where preference based valuation 
methods are used criticisms related to 
preference methods from CBA apply. 
• Concerns about the process of 
attaching monetary values to non-
market goods like health and human 
life.

CEA

Pros
• Monetary va luat ion has been 
problematic in health policy where people 
are often understandably hesitant 
towards or in some cases repulsed by 
the idea of putting a monetary value on 
health and human life. The QALY 
approach gets around this problem whilst 
still also capturing people’s subjective 
v a l u e s t o w a rd h e a l t h ( t h ro u g h 
preferences).
• Like CBA a large amount of research is 
devoted to CUA and there exists a clear 
normative approach and technical 
methodology based on economic theory 
and econometric methodology. 
• Benefits from clear guidelines and 
theory on QALY estimation, statistical 
analysis, aggregation of impacts, 
discounting future impacts (although the 
application/theory may be criticised).
• CUA methodology keeps abreast of 
theoretical and scientific developments 
in economics, statistics and psychology.

Cons
• Narrow focus on health outcomes.
• Health status measured using a set of 
indicators in the EQ-5D (such as level of 
pain), which may not encompass all 
symptoms/conditions.
• Same problems with preferences 
regard ing context sens i t i v i ty as 
highlighted for CBA.
• Preferences for different health states 
are usually elicited from the general 
population rather than people who 
actually have had experience of the 
health conditions.
• Different countries use different QALY 
estimation methods, which reduces 
cross-country comparability.
• CUA cannot tell us if an intervention is 
worthwhile in an absolute sense as costs 
and benefits are measured in different 
metrics.

Pros
• In most circumstances CEA is the 
cheapest and quickest social 
impact method to perform. This is 
mainly because CEA only focuses 
on one outcome and does not 
explicitly value the outcome.
• Wide application: CEA can be 
used with any type of outcome 
(although only one outcome can be 
assessed at a time).
• Avoids difficulties involved in 
monetary valuation.

Cons
• The subjective opinions, values 
and experiences of individuals are 
not accounted for since outcomes 
are taken as they are. 
• Outcomes may not relate to an 
individual’s wellbeing or anything 
else of intrinsic value to them 
(stakeholders may not want the 
outcomes or think they are of 
value). 
• CEA is narrow in its focus in that it 
can only be used to assess one 
outcome from the intervention.
• CEA cannot te l l us i f an 
intervention is worthwhile in an 
absolute sense as costs and 
benefits are measured in different 
metrics.

Pros
• MCA can use monetary and non-
monetary outcome indicators. In this 
sense it can use valuation information 
from CBA.
• Can capture many (or all) aspects of 
the intervention like CBA (and hence it 
is broader in application than CUA and 
CEA) and achieves this without the 
requirement of monetising all outcomes 
which may be problematic or difficult to 
achieve. 
• Success criteria are explicitly set out 
providing clarity in terms of what is 
being measured.
•  Provides a clear role for stakeholders.
• Provides a role for experts to 
participate in the judgement and 
decision process.

Cons
• MCA cannot show that an action 
adds more to social welfare than it 
detracts. Where scoring and weighting 
are used based on preferences MCA 
in many ways aligns with CBA and its 
welfarist underpinnings, but unlike 
CBA, there is no explicit objective in 
MCA to improve welfare and non-
welfarist factors can be used in MCA 
to determine the best option. 
• Relatedly it can be hard to figure out 
how society is benefitting from the 
option according to MCA given that 
many weighting factors are used and 
MCA approaches require subjective 
judgments at many stages.
• Preferences or opinions regarding 
importance of different criteria and 
scoring of options against the criteria 
are often context-dependent and can 
be biased.
• MCA is resource intensive. 

Cost-utility Analysis Cost-effectiveness Analysis Multi-criteria Analysis
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Some things to watch out for (some criticisms of social 
impact measurement) 
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We briefly outline some of the main 
criticisms of social impact measurement. 
Practitioners should bear these in mind 
whenever undertaking social impact 
assessment and making recommendations 
based on the results. We will focus on 
general problems related to all methods 
rather than specific issues regarding each 
method since there is a large literature on the 
latter.

The first problem in any social impact 
method is the issue of aggregating 
individual level impacts to the societal 
level. By its very definition social impact 

measurement involves more than one person – a number of people are likely to be 
impacted on (positively and also maybe negatively) by the intervention and costs 
involved in implementing the intervention have to be borne by someone else. In 
monetary approaches (CBA and SROI) we compare the aggregated values of the 
benefits to all the beneficiaries against the aggregated value of the costs to all that lose 
out. In CEA and CUA we compare the aggregated impacts on individuals’ health 
outcomes or other outcomes (measured as a single indicator) against the costs. And in 
MCA we weight and score the opinions and preferences of a range of stakeholders. 
The importance or value that someone places on an outcome, which is measured in 
monetary terms in CBA and SROI or on some numerical scale in MCA, may not be 
interpersonally comparable. Likewise, someone’s improvement in health (CUA) or some 
other outcome like literacy (CEA) may not be equally valuable or comparable across 
different individuals.

An easy way to think about this problem would be an example of asking two groups of 
people how important they thought some political issue was on, say, a scale of 1 to 10. 
Group A’s average rating was 8.7 out of 10 and group B’s rating was 6.2 out of 10. 
Unfortunately we cannot deduce from this that group A thought the issue was more 
important, because the two groups may be using the rating scale in a very different 
way. Is a 10 out of 10 for group A the same as a 10 out of 10 for group B. Likewise is a 

7 out of 10 for Jim the same magnitude as a 7 out of 10 for Harry? If not then the 
results are not comparable and cannot be aggregated.

Economists and philosophers have poured over this question for a long time and it 
actually led some economists to shun any form of social impact measurement entirely. 
Here CBA has by far done the most to try to rectify this problem through a number of 
solutions. Two main solutions are known as the Kaldor-Hicks compensation criterion 
and the social welfare function approach. Although both solutions have some 
problems, they represent major contributions to the time-old question of interpersonal 
comparisons and to the discipline of social impact measurement more generally. All 
social impact methods use some form of one of these approaches, but the approach 
taken to interpersonal comparisons will have a huge bearing on how the results of the 
assessment are interpreted and the normative validity of the approach and thus it is 
essential for social impact practitioners to have a full grasp of these issues.

Relatedly, there is the problem of how to weight the values and opinions of future 
generations in social impact assessment. People discount the value of future gains 
compared to present gains and there is a risk that they may not be around to 
experience them and so it is important to capture this when valuing or assessing long 
term outcomes. But the problem is that when discounting future impacts we are 
essentially placing a lower weight on the lives of future generations, which is a 
normatively complex area of research. Social impact practitioners should describe the 
approach taken to discounting and be fully aware of the implications of discounting 
and of not discounting for the interpretation of the results of their analyses.

Many criticisms have been aimed at the outcome measures used in social impact 
measurement. A lot of discussion has centred on the role and validity of preferences in 
CBA and CUA (which has implications for SROI). There are questions surrounding 
problems related to poor information in preference formation and preference mis-
prediction and whether preference satisfaction is a valid measure of human welfare. 
There is also critical discourse on the weighting and scoring methods used in MCA. 
These discussions have yet to impact on SROI since it is less clear what SROI seeks to 
measure in a normative sense. It is essential that social impact practitioners be aware 
of the normative foundations of the methods they use and to understand the limits of 
the approaches in terms of what intrinsic outcomes they do and do not measure. Again 
this is important for the interpretation of the results. 
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Choosing a social impact method and SImetrica’s 
approach 
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There are a number of ways of measuring 
social impact and social value and we 
have discussed the five main approaches 
in use today. There is no ‘right’ approach 
and the method employed will usually 
depend to a large extent on the data and 
resources available for the evaluation. The 
ethical concerns of the organisation or 
analysts involved may also have an 
important bearing. Having said that CBA 
has dominated social impact methodology 
in government for a considerable amount 
of time. There are a large number of 
critiques of CBA, a few of which we have 
touched on here, but to many (including 

some of those who have most fiercely 
criticised the method), CBA is frequently still seen as the best current approach to 
thinking about social impact that we have. One reason for this is probably due to the 
long history of the approach and the sheer amount of research that has been 
conducted on CBA over the past 200 to 300 years. CBA has come a long way in this 
time and has contributed so much both in a normative and technical sense to the other 
methods of social impact measurement. Even if CBA is not one’s preferred method 
many of the criticisms and issues will be directly relevant for any social impact study. 
And it should also be taken into account that CBA is very much the language of central 
governments and hence evaluations undertaken using CBA may have greater traction 
in public policy.

But this is not to say that CBA is the only viable method for social impact 
measurement, rather it is merely to say that CBA is a method that has a lot of traction 
in policy and academia. There are indeed important roles for the other approaches to 
social impact measurement and certainly they can offer things that are not possible in 
CBA that often will be attractive to the practitioner or organisation. The important 
conclusion is that social impact measurement will surely improve through best-practice 
learning and synthesis across the different approaches. This is an area of research that 
we are leading on at SImetrica.

At SImetrica we draw on our expertise to create  the most suitable social impact 
framework for your organisation by drawing from various philosophical principles and 
we employ the most appropriate and robust statistical methodologies given the 
available data. Our expertise covers all of the main social impact methods. Indeed we 
have been the pioneers of some of the most important philosophical and 
methodological developments in social impact methods in use today and we have 
undertaken and contributed extensively to CBA studies, CEA studies, CUA studies and 
MCA and have inputted technical methodologies into SROI analyses. We are also able 
to use combined or mixed social impact methods, borrowing best-practice from 
across the different approaches. At the core of everything we do we (i) build a strong 
normative foundation for the social impact assessment based on a robust set of 
theories informed by normative ethics and (ii) apply the most robust statistical methods 
possible borrowing from both the Rubin and Campbell approaches. 

We present our results in a clear and easy to understand format with an exact 
interpretation of what the social impact results mean (and don’t mean). This allows 
organisations to make fully informed decisions about their investments and to 
understand what exactly they can claim in terms of social impact and social value. We 
provide an in-depth account of the technical methodologies that we have used in 
supporting annexes and documents so that our clients can prove the rigour of the 
research to policy makers, funders, academics and media. We have measured social 
impact for some of the largest and most high profile organisations in the world 
including OECD governments, the United Nations and global charities.
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About
SImetrica is a research consultancy, formed of a team of academics and experienced social 
scientists. We offer social impact analysis and policy evaluation to governments, international 
organisations, private companies and the not-for-profit sector to assist them to make better 
policy and investment decisions. We use innovative and technically robust methodologies in 
order to provide results and recommendations based on the best available evidence. 

To find out more, please visit our website at www.simetrica.co.uk
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