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ABSTRACT
Both authors of this article have been involved with the Social Audit
Network since it was incorporated in 2003. They have actively
practised social accounting and audit (SAA) with a wide range of
organisations across the UK and internationally. Much of the
authors’ work has been in helping organisations apply social
accounting and audit. This article will consider the wider issues of
understanding social value involving reflections on the experience
gained over the years and will then tackle some of the of the
emerging challenges. In conclusion, the authors look to the future
and the common understanding of the social and community
value generated by social enterprises and community organisations.
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Introduction and reflection

Whilst the Social Audit Network (SAN) has existed for over 13 years, the practice of Social
Accounting and Audit (SAA) has been around for much longer. Each of the authors have
over 20 years of supporting a wide range of community-based organisations, social enter-
prises, and their own organisations with SAA and are active Directors of SAN – itself a social
enterprise tasked with promoting and developing the SAA approach. Inherent to the SAA
process is reflection and what can be learnt from experience. This article is initially reflec-
tive. It then goes on to present some of the current challenges emerging from the reflec-
tions and from our experience.

We believe that this article is particularly timely given the rapid expansion of interest
and activity around the measurement and assessment of social impact. Not least as a
result of the Social Value Act 2012 introduced in England. This relatively new legislation
prompts public sector commissioners to consider the wider impact of their own spending
– thus the expectation for social enterprises carrying out public sector contracts to report
on their social impact.

The concept of SAA is not new. In the late 1980s, the Community Business Movement in
Scotland expressed concern that community-based enterprises were not regularly report-
ing on the social change that happened as a result of their activities. Community
businesses used economic activity (the collective running of businesses) to generate
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social and community benefits. The generation of these benefits was core to community
businesses but they were not reporting on, or in some cases, not fully recognising those
benefits. This recognition led to a number of exploratory initiatives to see if the existing
work done by others (Spreckley, 1981) could be adapted to create a process that
allowed a community organisation (or a social enterprise) to report on its core activities
which had been engineered to create beneficial social change. The resultant process of
SAA has evolved and been adapted over the years and the SAN now advocates a four-
step approach to SAA.

Step 1: assertion of what an organisation aims to do and how (mission, values, objectives,
activities); identifying who it is working for and with (stakeholders);

Step 2: collection of data - both quantitative and qualitative; consultation with stakeholders to
consider if the organisation is meeting its overall purpose; and regular reporting of values and
its key operational aspects;

Step 3: analysis and reporting of all findings (outputs and outcomes); and

Step 4: independent verification of those findings and interpretations.

The purpose of SAN’s SAA approach, as outlined in the Guide to Social Accounting and
Audit (Kay 2011), is threefold. It is for organisations to be able to prove the difference
they have made in terms of outputs, outcomes and an overall impact; use this information
to improve their services and operations, thereby meeting the real needs of their commu-
nities and strengthen their sustainability; and to account for their work to all stakeholders
as well as the wider public.

The benefits of keeping regular social accounts are (Pearce and Kay 2008).

. Helping to identify organisational issues that require review or a change of focus;

. Improving the management and governance of organisations;

. Improved understanding of performance of the organisation and its impact on
beneficiaries;

. Ability to report comprehensively to all stakeholders on performance and impact;

. Better communication with investors and potential funders – thus winning contracts
and business;

. Improving services that better meet the needs of stakeholders;

. Better understanding of the relationship the organisation has with all their stakeholders;

. Increased accountability through better reporting back to stakeholders; and

. Learning new skills within the organisation.

However, despite the clear benefits and the availability of support and resources, the vast
majority of social enterprises and community organisations do not regularly and system-
atically keep a track of the social value that they have generated, or not. So why do not
more organisations follow social accounting in one form or another?

The complex and confused ‘social value’ landscape, with a growing range of players,
tools and approaches available to support organisations in reporting their social value
and impact, may be a factor. Social enterprises and community-based organisations are
operating in increasingly competitive and demanding environments. Resources are
stretched and the demand for quick-wins and overly complex reporting structures often
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limits an organisation’s capacity to undertake a meaningful approach into understanding
and reporting on its social value.

In this article, and through recent periods of reflection, we have identified four key chal-
lenges for those organisations wishing to understand and report on their performance and
the social value of their impact.

Challenges facing organisations in the assessment of their social impact

Challenge 1: what should be included in social impact assessment? Are social
enterprises and community organisations focusing their energy on the things
that matter?

The narrative in much of the ‘social value’ arena has moved toward ‘measurability’ with
those that are commissioning contracts or investing funds seeking a way to compare
impact indicators. Whilst this attention, and the tools that have been developed in
response to this demand, can be helpful as part of a wider analysis, by nature they do
not fully reflect the impact of activities and interventions on an individual or on their
wider communities.

When SAA principles were being developed, the notion of measurability was not
included. Rather, it was recognised that many social aims are not measurable in the
sense of being able to use a standard yardstick, and/or, to assign a numerical or standar-
dised value. The pioneers in social accounting accepted that it was not meaningful or
useful to try to measure everything. Rather, where you can measure, do and where you
cannot seek to assess the change in qualitative terms.

SAN believes that the recent focus on ‘measurability’ and the application of quantifiable
and financial measures as a means to demonstrate social value has distracted organis-
ations from considering the essence of what they are about –making a positive difference.
The social accounting process encourages organisations to consider what is important to
them; what do they need to know in order to make informed decisions for their enterprise
and organisation; and to improve their services for their stakeholders and the wider
community.

Traditionally, it has been widely regarded that social enterprises have a ‘triple bottom
line’ of social, environmental and economic impacts. The current social accounting process
expects organisations to consider the difference their activities make in each of these
areas.

However, the debate continues with current thinking within SAN arguing that the social
organisation’s economic activities are ameans to an end – the end being working towards
social, environmental and societal impacts (see Figure 1). Rather than perceiving the
economy as an ‘impact’, the use of economic activities is what a social enterprise does –
a means. But this is different from the final ends, which are impacts on individual and
groups (social), impacts on the planet (environment) and impacts on the relationship
between people and groups (society) (Kay, Roy, and Donaldson 2016).

In this model (Figure 1), society is defined as the relationships between people and
groups. It includes the culture of a society – the way we do things, the rules and beha-
viours, and the expectations of how things should be. All social enterprises operate in a
societal context and it is suggested that social enterprises in particular should monitor
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and at least account for their impact on the wider society in which they it operate – their
contribution to a culture that promotes fairness, equality and the ‘common good’.

The exact nature of the impacts will be dependent on the organisation – the way it
works and the community it serves. The indicators should be flexible enough to capture
and demonstrate the richness of achievements and impact, allowing organisations to
be creative and innovative in their approach and responsive to their communities.

The challenge here is for social enterprises and organisations to address themselves to
their core purpose of creating social and community benefit.

Challenge 2: where should social impact assessment ‘fit’ within an organisation?

Consideration of social value will inevitably involve the commitment of resources, and
when these are typically limited, investment in social impact assessment is foregone.
Whilst organisations routinely commit considerable resources to keeping track of
money going in and out of the organisation, keeping track of the performance of the
organisation and its impact is often neglected.

SAN argues that both financial reporting and non-financial reporting on performance
and impact matters. As such, SAN advocates that SAA becomes embed within an organis-
ation. Assessing and reporting on social impact should evolve into being a way of working
rather than a bolt-on activity. Figure 2 illustrates that social impact for organisations that
have a core social purpose should be located at the centre of the organisation.

By taking this approach, organisations can locate social impact at their core, resulting in
social impact assessment being an integral part of what the organisation does. This can
then contribute hugely to planning, reporting, as well as decision-making within the
organisation. We advocate that the primary drive to consider social impact is about under-
standing if an organisation is really making a difference. And if so, can it be proved, and
thus can the organisation also improve and become more effective.

Figure 1. Sustainability triangle.
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Where to locate social impact assessment is only part of this challenge. Tobe effective the
process needs to be of interest and relevance to colleagues throughout an organisation.

Over the years, SAN has sought to find creative and innovative approaches to keeping
social impact assessment interesting for all participating stakeholders – beneficiaries, staff,
Board of Directors, partners, etc. Organisations adopting social accounting usually know
their communities well and have been ingenious with their stakeholder engagement
and consultation activities.

Challenge 3: how to ensure credibility in reporting on social impact?

Whilst the increased level of social impact reporting tools available and interest amongst
organisations and social enterprises wishing to explain the social difference they make is
to be welcomed, questions arise about how much credibility should be attributed to these
reports. Some of them are well-researched and detailed, others are more grandiose in their
claims and the challenge is how to ensure their integrity and confirm that they are a true
representation of what the organisation has achieved and the impact it has made during
the social accounting period.

SAN’s SAA methodology asserts that in the same way that financial accounts are given
credence with an independent audit of the financial detail, the account of the social
change achieved by an organisation should be independently audited. This will enable
the organisation to be confident of its claims and demonstrate its accountability to a
wide range of its stakeholders as well as to its community.

By keeping social accounts using a social book-keeping system comprising of output
and outcome information and then subjecting that account to a ‘social audit’, alongside
the financial accounts, provides a more holistic and accurate picture of an organisation’s
performance and impact.

SAN has devised a rigorous process of audit. Despite the challenges the aim is to
produce social impact reports that are accepted to be as close to the ‘truth’ as is
possible.

Challenge 4: how to handle the financialisation of social impact assessment?

The use of financial proxies in placing a value on the social impact of investment has
become a popular tool in social impact assessment – particularly for commissioners and
policy-makers.

Figure 2. Location of social impact within an organisation.
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However, whilst tools such as Social Return on Investment (SROI) have its place, the
interpretation of any financialisation measure needs to be treated with caution. There
are five important things that we feel should be taken into consideration.

Firstly, context matters. Where a social or community enterprise is working and with
whom can matter tremendously. Therefore, within social accounting the contextual infor-
mation is encouraged – as it provides background and explains more fully the social needs
being addressed.

Secondly, by putting a financial figure on all outcomes, there is a tendency to see the
solution in addressing the social need, as financial. Often people working in the develop-
ment of communities or in providing a deficient social need will tell you that putting
money into tackling those needs solves only part of the problem. A social need often
requires social solutions.

Thirdly, SAA tries to get organisations to look at their overall performance against their
objectives; as well as their impact on stakeholders. For SAN, the delivery organisation that
makes the impact is important. That is, the type of structure and values an organisation
espouses should also be reported on – its key aspects in terms of governance, use of
profit, treatment of personnel, environmental responsibility, financial sustainability and
economic impact. SROI tends to concentrate solely on the impact and not the nature of
the organisation that delivers that impact.

Fourthly, there is a danger in having to put a financial figure on all the outcomes in
order to come up with a financial ‘return’. SAN believes that not everything can be
valued in financial terms and the extensive use of financial proxies (which is often the
case using SROI methodology) can lead to spurious claims and begins to move further
away from a ‘real’ or tangible ‘return’.

Fifthly, the value for an organisation to regularly report on its performance and impact
can be hugely beneficial when the organisation does it themselves. Many exercises in cal-
culating the social return on investment or other impact assessment tools are done by
consultants and people outside the organisation. The real value is not only proving the
impact an organisation is having, but also in improving through learning more about
one’s own organisation and retaining that knowledge.

We believe that all social enterprises should be assessing whether or not it is perform-
ing well and what sort of beneficial social change is happening as a result of its activities.

The challenge is to recognise that financialisation has a role to play but having to place
a financial value on social performance and impact and wrapping it up in a single financial
figure seems to us to offer only part of the story.

Looking to the future

By reflecting on the experiences of the organisations we have supported through their
SAA activities, key challenges have been identified. Building on what has happened in
this field of social impact, we seek to develop further tools, approaches and key principles
appropriate for the future.

Whilst the stories from the past provide a bed-rock for understanding the present, and
the development of the future, ongoing consultation is required to ensure that the mech-
anisms for social impact assessment are kept relevant and beneficial to social enterprises
and the third sector as a whole. Whilst there has been a recent shift towards recognising
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that the financialisation of outcomes is not an absolute necessity in measuring the impact
social enterprises have on stakeholders, there is further work to be done.

SAN believes that in the future there will be a gradual realisation that the focus in this
area should be on regular and systematic reporting by all organisations that want to
demonstrate to themselves and others the positive social and environmental changes
that happen as a result of their activities. We also believe that there will be a greater
move towards the auditing of social reports – and not so much on how social reporting
can be done.

The challenge facing practitioners and researchers is to ensure that as practices develop
they are robust and relevant to the needs of the sector as a whole.
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