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Foundation of Social Impact Measurement (SIM)

• SIM is comprised of two core components: 

(i) Normative ethics (subjective)

(ii) Scientific enquiry (objective)

• “Social impact measurement is concerned with evaluating whether 
an intervention or action was in society’s interests”

The normative question The scientific question 



Normative foundations of SIM: 
Consequentialism & Welfarism

Intervention

Outcomes

Wellbeing

Judged only in terms of

Ultimately measured as

(Positive & negative outcomes)

(Anthropocentric wellbeing)

“The worthiness of an action 
is measured solely in terms 
of the outcomes it produces”

“The ultimate (intrinsic) 
outcome is welfare”

“Welfare of other species 
matters. It is measured through 
impacts on human welfare”



Objective lists

ü Education
ü Income
ü Safety
ü Housing
ü Health

Normative foundations of SIM: Measuring 
welfare

Cost-Effectiveness 
Analysis (CEA)

No valuation



“Life is better if you 
have the things you 

want and need”

Preferences

Measuring welfare

Cost-Benefit 
Analysis (CBA)

&
Cost-Utility 

Analysis (CUA)

Monetary valuation
&

QALYs



SWB How satisfied are 
you with your life?

How happy are you?

How purposeful are 
the things you do in 
life?

Measuring welfare

Cost-Benefit 
Analysis (CBA)

Monetary 
valuation



Valuation of outcomes in CBA

Secondary benefits Primary benefits



Secondary benefits
Intervention Outcomes

Cash benefits

Welfare

Resources 
(non-cashable) 

Value to 
society

• Usually in financial 
terms

• Government 
revenue impacts:
- Tax receipts
- Changes in 
benefit payments
- Cost reductions



Primary and secondary benefits in health

Smoking cessation

Consideration of 
secondary benefits only

Consideration of primary 
and secondary benefits

Secondary benefits (-ve)
Future care costs + cost of smoking 
cessation intervention + loss of tobacco 
revenue > income tax benefits

Secondary benefits (-ve)

Primary benefits (+ve)
Individual (and family) has better 
health and higher quality of life after 
smoking cessation

+

Smoker left to continue
smoking Smoker supported to quit smoking



Valuing primary benefits

Compensating Surplus (CS) Equivalent Surplus (ES)

Welfare 
gain

WTP for the positive change WTA to forego the positive 
change

Welfare 
loss

WTA the negative change WTP to avoid the negative 
change

‘Value of a good/service/output = the amount of money that induces 
the equivalent change in wellbeing for the individual’



CS and ES values
• Any outcome can be valued using CS or ES.

• But CS ≠ ES!

• Due to WTA – WTP disparity: WTA two-four times higher 
(income effects; loss aversion).

• Standard is to use CS.

CBA = net benefits to society = b – c =  ∑𝒊𝒊𝑪𝑪𝑪𝑪𝒊𝒊 ∀𝒊𝒊



Primary benefits: Total Economic Value

Total 
economic 

value

Use value

Direct use Indirect use
Option 
value

Non-use 
value

Existence 
value

Bequest 
value

Altruistic 
value

Well designed surveys required to untangle use and non-use values



Central Park and TEV



Valuation methods



Revealed preference valuation (1)



Revealed Preference valuation (2)

• Infer values for non-market goods indirectly from choices in other 
markets. For example:

- Wage models to value risk to life

- Housing models to value good schools, low crime, environment.

• We are looking for the partial impact of the non-market good on the 
price of houses, labour etc.



Revealed Preference valuation: Pros and cons

• Based on actual market behavior.
• Incentive compatible.
• Cost-effective method.

• Requires well-functioning markets and well-informed people.
• Do people have enough information of risks on the job, level of crime 

etc?
• Can we tease out the causal effect of the non-market good on the 

price?
• Picks up use value only.
• Limited application.



Stated preference valuation 
(Contingent Valuation)

• Stated preference methods directly ask 
people their willingness to pay (good 
outcome) or willingness to accept (bad 
outcome)

• Hypothetical setting:

- Can focus on any type of outcome

- Caution must be applied to reduce biases 



Contingent valuation study: Process
1. Detailed description of the good that is to be valued.

2. Institution providing the good (eg, government, charity, local council).

3. Payment structure: payment vehicle and frequency (eg, taxes, fees etc).

4. Monetary elicitation (open-ended, dichotomous choice, payment card)

5. Collection and analysis of background statistics

6. Test results (distributions and drivers of WTP)



Source: Bakhshi, 
Fujiwara, Lawton, 
Mourato & Dolan (2015)

Contingent 
Valuation in 
the arts: 
Tate Liverpool 
(UK)



Source: Bakhshi, Fujiwara, Lawton, Mourato & Dolan (2015)



Contingent Valuation: Pros and Cons
• Can be used to value (nearly) any outcome.

• Current as well as future changes can be valued.

• Can pick up use value and non-use value and differentiate to some 

extent.

• Strategic bias (People overstate value to influence policy)

• Protest values (People may object to the idea of paying for the good)

• Anchoring effects (people’s values can be primed)
• Hypothetical bias (Stated WTP > actual WTP)
• Environment (Nice rooms,  Nice smell à higher WTP)
• Scoping effects (whole ≠ sum of parts)
• Preference anomalies



Contingent Valuation: Best-practice

Assume people are generally ‘rational’ but are frustrated by contextual 
biases:

• Entreaties (strategic bias, hypothetical bias).
• Budget and substitute reminders (focussing illusion).
• Certainty questions (hypothetical bias).
• Pilot testing.
• The change to be valued presented in wider context of people’s lives 

and experiences (hypothetical bias, focussing illusion).
• Payment card or dichotomous choice (anchoring effects)
• Results testing (protest values, strategic bias)



Wellbeing Valuation: Surveys 

The Household, Income and Labour 
Dynamics in Australia Survey New Zealand General Social 

Survey



Wellbeing Valuation Method

Policy 
outcomes

Money

SWB

𝜶𝜶 𝜷𝜷

𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴𝑴 𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗 = �𝜶𝜶 𝜷𝜷



Wellbeing Valuation estimation (UK): 
Life satisfaction model (BHPS)

                                                                               
        _cons     -5.37159   2.060972    -2.61   0.009    -9.411063   -1.332118
       nchild      .080147   .0298154     2.69   0.007     .0217092    .1385848
  winter_intv    -.0293269   .0111615    -2.63   0.009    -.0512033   -.0074505
  debt_burden    -.3136039   .0140045   -22.39   0.000    -.3410525   -.2861552
    safe_area     .0624758   .0267728     2.33   0.020     .0100016    .1149499
    N_Ireland     .1619935   .0139649    11.60   0.000     .1346226    .1893644
     Scotland     .0253746   .0118696     2.14   0.033     .0021104    .0486388
        Wales      .099253   .0165794     5.99   0.000     .0667577    .1317484
    high_educ    -.5056064   .0895495    -5.65   0.000    -.6811221   -.3300907
        carer    -.1120077   .0262717    -4.26   0.000    -.1634999   -.0605156
never_married     .1605958   .0804006     2.00   0.046     .0030119    .3181797
    separated    -.4454522   .0614328    -7.25   0.000    -.5658597   -.3250448
     divorced    -.3040015   .0515233    -5.90   0.000    -.4049864   -.2030166
          age     .0132979   .0018001     7.39   0.000     .0097699     .016826
         male    -.1093601   .0174577    -6.26   0.000    -.1435769   -.0751432
  poor_health    -.9597924   .0345196   -27.80   0.000     -1.02745   -.8921344
   unemployed    -.0112558   .0862636    -0.13   0.896    -.1803311    .1578195
   log_income     1.016307   .1986013     5.12   0.000     .6270517    1.405563
                                                                               
       lfsato        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                               

Income variable always set to impact of approx 120% increase in income

α
β



Wellbeing Valuation example

120% income 
increase à +1.02 
life satisfaction

Poor health reduces life satisfaction
-0.96 life 
satisfaction

Income increases life 
satisfaction

For somebody who earns £25,000 per year the 
value of good health is about £30,000 per year

Income increase offsets poor health



Wellbeing Valuation: Pros and cons

• Don’t need to ask people for WTP.
• Values based on how people actually experience the outcomes.
• Doesn’t rely on market proxies (as in Revealed preference).
• Overcomes many survey problems of stated preference: Strategic bias; 

Protest values; Hypothetical bias; Anchoring.
• Wide application (can also collect new data).
• Cost-effective method.

• Requires estimation of causal effect of outcome and income on wellbeing.
• Wellbeing valuation is suitable for longer term states of the world and 

conditions, but struggles with short term impacts and outcomes.
• Cannot value future policy changes.
• More difficult to pick up non-use values than in stated preference 
• Stated preference is more suitable for one off events, short term events and 

future changes/events (but is not used for large long term changes/policies).



Wellbeing valuation studies in different sectors



Social Value Bank Models

The Household, Income and Labour 
Dynamics in Australia Survey 

(HILDA)



Social Value Bank (UK)
• Released in March 2014.

• Version 3 release this year.

• 130+ outcomes valued using Wellbeing 
Valuation and Stated Preference methods

• Over 4,000 downloads and over 500 
organisations using it.

• Used across all sectors including housing.

• Social investment is now more efficient
and purposeful.



Australian Social Value Bank

• A user-friendly model comprising of primary and secondary benefit 
values for 60 key outcomes (differentiated by age and region). 

• The biggest and most robust social value modelling tool in Australia.

• Value Calculator provides full CBA functionality to automatically calculate 
organisation’s social impact.

• Set of survey instruments and tools to collect data from stakeholders. 
Statistical calibration methods used to measure deadweight.

• Full release in November 2016.



Australian Social Values (HILDA)
The Household, Income and 

Labour Dynamics 
in Australia Survey 



First look: Prototype of 
Australian Social Value Bank



Other topics in valuation of interest…

1. Valuation for Social Impact Bonds.

2. Quality Adjusted Life Years (QALYs).

3. Welfare weights.

4. Distributional weights.

5. Valuing attributes (Choice Modelling).

6. Valuing costs.

7. What cannot be valued: Deontological ethics including capabilities, 
natural law theory, and human rights.

8. Deontological constraints in CBA.
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