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Abstract 
 
Problem:  Social enterprises are an emergent form of business that blur the line between 
 conventional businesses and non-profits. They are increasingly pressured to 
 provide both financial and social value to their stakeholders and thus 
 measurement is seen as a crucial means to prove their business model. 
 Performance measurement can be especially challenging for social enterprise 
 start-ups as they are often limited by their resources and prioritise operations 
 leading to the growth of the business. Nevertheless, measurement is beneficial 
 for social enterprise start-ups, which makes the topic relevant. A gap in 
 literature within this topic was identified and thus the authors were interested in 
 finding out how social start-ups could approach performance measurement 
 given their challenges in development.  
 
  
Purpose:  The purpose of this thesis is to understand how performance measurement can 
 assist social enterprise start-ups to achieve their goals and purposes. The aim is 
 to propose a model grounded in primary data that illustrates how a social 
 enterprise start-up could approach performance measurement.  
 
 
Method:  This research is based on the twin-slate approach to grounded theory, combining 
 a pragmatic and interpretivist philosophy. The proposed model stems from 
 constant comparison of primary data, collected through six semi-structured 
 interviews with social enterprise start-ups, and secondary data as well as the 
 open, axial and selective coding of the empirical findings.  
 
 
Conclusion:  The authors propose a model that links the main findings of the empirical data 
 and the analysis to the phases of social enterprise start-up development. In this 
 context validation is linked to performance measurement as a goal as well as a 
 mean to support the development of social enterprise start-ups. This model can 
 be used by social enterprise start-ups as guidance to approach the process of 
 performance measurement as it identifies specific challenges and priorities at 
 each phase of development. The measurement should be a continuous process 
 and the implementation of a chosen system of measurement is proposed to be 
 done at later phases of development to allow enough time for acquiring initial 
 data and understanding of priorities. 
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1 Introduction 

_____________________________________________________________________________________ 

This chapter gives the reader an introduction to social enterprise start-ups and discusses 

the problem and purpose of this thesis. Furthermore this chapter will introduce the 

research questions and delimitations that further specify the scope of the research. The 

chapter will be concluded with definitions of key concepts. 

______________________________________________________________________ 

1.1 Background 

1.1.1 The rise of the social enterprise 

 
With globalisation, awareness of problematic societal issues has increased, resulting in 

greater concern and action to address these problems (McGill & Sachs, 2013). Initiatives 

of this nature aim to address educational and agricultural challenges, health issues and 

local development (Yusuf & Sloan, 2015). Social enterprises combine financial and 

social goals and strive to answer such complex and deeply rooted social and 

environmental challenges (Arena, Azzone & Bengo, 2014; Barraket & Yousefpour, 2013; 

Haugh, 2005; Luke, 2016). This correlates to a dual accountability, where social 

enterprises are accountable for both remaining profitable and operating on the behalf of 

the social or environmental goal to better the society they operate in. For the sake of this 

cause, social enterprises often reinvest gained profits in the pursuit of their goal (Barraket 

& Yousefpour, 2013; Luke, 2016). According to McGill and Sachs (2013) social 

enterprises are generally more connected to the societies they work with than traditional 

businesses. Barraket and Yousefpour (2013) credit this to the social enterprises’ ability to 

effectively address social problems on a local scale. Thereby, they can more easily create 

concurrent partnerships with local companies, governments and established charities in 

order to “[...] deploy technology and enable networking to create wins for investors and 

clients alike” (McGill & Sachs, 2013, p. 64). 
 

Traditional perceptions in the 20th century did not accept the combination of businesses 

with social missions and capitalism (Chell, 2007). The concepts were seldom connected 

in research, despite operations of social enterprise start-ups being strongly interlinked 
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with elements of entrepreneurship. However new studies show that if social enterprises 

can successfully combine their mission with commercial operations, the new wave of 

socially responsible and sustainable businesses can address major social challenges 

(Arena et al., 2014; McGill & Sachs, 2013; Smith, Cronley & Barr, 2012). In the recent 

development of the view of social enterprises, more emphasis has been put on the 

entrepreneurial dimension, whereas associated entrepreneurial features, such as seizing 

the opportunity of value creation and a pressure to innovate, have been used to 

complement the creation of social value by social enterprises (Perrini, Vurro & 

Constanzo, 2010). 

1.1.2 Stakeholder expectations and reporting 

 
Since missions focusing on societal value propositions often stand in conflict with 

commercial activities and profit maximisation, many social enterprises struggle to convey 

authenticity in other’s eyes when carrying out their mission (Smith et al., 2012). 

According to Ebrahim and Rangan (2010) and Arena et al. (2014) social enterprises are in 

fact facing increasing pressure to be accountable by showing their impact to their 

stakeholders. As a result of this, it becomes crucial for social enterprises to report their 

efforts in order to convey legitimacy (Arena et al., 2014) and meet the expectations that 

they face since achieving this will lead to an ease in gaining credibility, support and 

access to resources (Luke, 2016). The measurement would not only satisfy and motivate 

stakeholders by enabling them to understand how contributions make a difference, but 

would also help the social enterprise itself to optimise their efforts and get a better 

understanding of their performance and impact (Pathak & Dattani, 2014).  
 

The dual objective of social enterprises also leads to accountability for both internal and 

external stakeholders (Luke, 2016). Internal stakeholders have a need for feedback, 

guidance and information for future resource allocation whilst external stakeholders often 

require transparency, comparability and legitimacy (Luke, 2016). Thus the reporting 

framework should measure, compare and evaluate performance for both stakeholder 

groups in order to increase the awareness of past performance and guide future decision 

making (Luke, 2016). Nevertheless, only minor reporting and evaluation is achieved due 

to the lack of resources and information of how evaluation should be approached (Luke, 

2016; Polonsky, Grau & McDonald, 2016).  
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Because social enterprises are often dependant on donations and grants in early stages 

(Luke, 2016), funders are particularly important external stakeholders. However, studies 

show that introducing a social enterprise might have a negative influence on the 

likelihood of receiving financial support (Smith et al., 2012; Weisbrod, 1998). Funders 

are especially interested in three different factors when considering making investments 

and social enterprises can optimise their chances of receiving financial support by 

managing these. First of all, a social enterprise must be able to show a high mission fit 

between the non-profit idea and the actual enterprise operations, the two must strengthen 

each other and have a strong interdependence. Secondly, it is beneficial if the enterprise 

is run with high entrepreneurial competence, meaning business experience of 

entrepreneurs and sophistication of the business should be apparent. Lastly, the attitude 

towards social enterprises differs depending on the experiences a donor has and 

preconceived opinions about whether or not social commercialism authentically 

contributes to a social cause (Smith et al., 2012). Since social enterprises face these 

pressures especially in the start of their operations, the start-up process is a highly 

relevant angle to consider in order to reveal how performance measurement systems 

should be approached by social enterprises. 

1.1.3 Starting up 

 
Though many start-ups fail and go out of business, the increasing trend of starting social 

ventures could help resolve the tensions between social and economic value-creation 

(Haugh, 2005), and thereby overcome the conventional division between business and 

society. A start-up, as a general business term, differs mostly from a social enterprise 

start-up in the value proposition rather than in the business process (Chell, 2007). A 

social enterprise takes private action for public good whereas in a business venture 

private action is taken to gain private good (Katre & Salipante, 2012). The start-up 

process of a social enterprise is closer to a business venture than a non-profit, using 

almost all the start-up actions found in business start-ups (Katre & Salipante, 2012). 
 

Comparing in turn with non-profit start-ups, operational and organisational aspects have 

been found to notably differ (Katre & Salipante, 2012; Perrini et al., 2010). The biggest 

likeness can be found in financing start-up efforts. Since the missions of both types 
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generally entail implementing instant social efforts, initial and possibly continuous 

external funding might be required (Smith et al., 2012). However even the social ventures 

that have acquired initial funding aim to become self sustaining, and by using a business 

strategy they can build their economic sustainability and promote the advantages of social 

commercialism (McGill & Sachs, 2013).  
 

As focus is often put on making the business model sustainable in the early stage of 

operations (Katre & Salipante, 2012) it is difficult to allocate resources to performance 

measurement for any kind of start-up. This results in start-ups having to view 

performance in an intermediary rather than a milestone manner (Katre & Salipante, 

2012). For social enterprise start-ups successful conduct of social operations does not 

necessarily lead to a sustainable impact beyond the organisation’s projects (McGill & 

Sachs, 2013) and consequently, implementing performance measurements might be more 

appropriate in later start-up stages after achieving a sufficient level of mission progress.  

1.2 Problem 

There has been an increasing pressure on social enterprise start-ups to validate their 

efforts to their stakeholders (Ebrahim & Rangan, 2010; Arena et al., 2014). This issue 

especially intensifies the importance to implement performance measurement efforts for 

the sake of receiving financial investments and furthermore it will help to monitor 

performance and to reinforce the overall mission (Pathak & Dattani, 2014). Despite that 

social enterprise start-ups usually face a lack of information and resources, they should 

approach performance measurement (Katre & Salipante, 2012).   
 

Social enterprises especially struggle with performance measurement (Arena et al., 2014). 

The measurements are costly, time-intensive and often do not depict all of the reality 

regarding social impact (Arena et al., 2014; Luke, 2016). Since focus often lies on 

building sustainable operations that will bring the enterprise success and stability to grow 

(Blanke, 2013), there might be an associated difficulty for social enterprise start-ups to 

account for measurements of impact at all. Thereby measurement is often focused on 

growth rather than achievement of the social mission (Hadad & Găucă, 2014). 

Additionally there is no “one size fits all” measurement for social enterprises due to their 



 
 

 
 

5 

various different operating contexts, missions and goals (Arena et al., 2014; Hadad & 

Găucă, 2014). 
 

There is a significant gap in research on social enterprise start-ups as existing literature 

has been focused on small and medium social enterprises. In particular, there is a lack of 

research on how social enterprise start-ups measure performance. This research aims to 

contribute to this field by focusing on social enterprise start-up performance measurement 

and how it can be better conceptualised to further progress research in the topic. To sum 

up, the authors are interested in understanding what phases a social enterprise start-up 

goes through, how stakeholder expectations affect the approaches taken regarding 

performance measurements and communication of results as well as what opportunities 

social enterprise start-ups can seize through measurements of different kinds. 

1.3 Purpose 

The purpose of this thesis is to understand how performance measurement can assist 

social enterprise start-ups to achieve their goals and purposes. The aim is to propose a 

model grounded in primary data that illustrates how a social enterprise start-up could 

approach performance measurement.  

1.4 Research questions 

The research process began with the initial research questions: To what extent should a 

social enterprise start-up measure their performance respecting their limits in skills and 

resources? and Why is it beneficial for social enterprise start-ups to do performance 

measurement?, as these questions tackle the identified gap within the existing literature 

and raised the interest of the authors. Through additional primary and secondary data 

collection a new focus has been identified as essential within the relatively unexplored 

phenomenon of performance measurement within social enterprise start-ups. As stated by 

Costa and Pesci (2016) “It seems that the majority of current efforts have been directed 

towards the elaboration and promotion of a metric of measurement, rather than towards a 

theoretical approach capable of detecting which measure would be the most suitable for 

different frameworks” (p.106), which has motivated a new adaption of the research 

questions to:  
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How should social enterprise start-ups approach performance measurement given the 

challenges in their phase of development?  
 

This new focus enables the authors to consider various aspects of the complex 

environment of a social enterprise start-up, such as the multiple accountability, the 

various performance measurement metrics and the development phases a social enterprise 

start-up goes through.  

1.5 Delimitations 

Performance measurement within social enterprise start-ups is a complex subject, 

especially due to the very limited existing literature as a reference. As the focus lies on 

how social enterprise start-ups should approach the process of performance measurement, 

no specific measurement metric has been evaluated or suggested. Additionally a 

description of the phases a social enterprise start-up goes through is provided and the 

phases were connected with success factors as well as challenges, whilst no assessment or 

suggestion of an optimal way to start and manage a social enterprise start-up has been 

included. Thus the process of start-ups is merely used as a reference to understand which 

factors within the environment have an influence on the overall performance of social 

enterprise start-ups.  

1.6 Definitions 

Start-ups 

Start-up enterprises are companies solving problems where solutions and success are not 

obvious (Robehmed, 2013). This is seen in high levels of uncertainty but at the same time 

excitement of impact and growth. Start-up enterprises are often defined as newly started 

companies, whilst in fact a five-year-old company could still be considered a start-

up  (Robehmed, 2013). However, most commonly, start-ups are defined as enterprises in 

a starting up phase within 3 years of age, having no revenue beyond $20 million and no 

more than 80 employees (Robehmed, 2013). Additionally one of the main attributes of a 

start-up is the ability to expand the company quickly. Similarly, Blank (2013) discusses 

that start-ups are often adapting their business constantly, thus creating a business model 

rather than executing one. This understanding of start-up enterprises will be used for the 

purpose of this thesis.  
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Social enterprise 

There is a general agreement that a social enterprise is a financially sustainable 

organisation that implements a business-like strategy to further a social mission (Arena et 

al., 2014; Barraket & Yousefpour, 2013; Ebrahim & Rangan, 2014; Grieco, Michelini & 

Iasevoli, 2014; Haugh, 2005; Katre & Salipante, 2012; Luke, 2016; Perrini et al., 2010; 

Yusuf & Sloan, 2015). This organisational type seizes an income generating opportunity 

in order to financially support their operations that aim to solve rooted social or 

environmental problems in society (Ebrahim & Rangan, 2014; Katre & Salipante, 2012; 

Luke, 2016; Perrini et al., 2010).  

 

Performance measurement versus impact measurement 

The terms of performance and impact measurement are often used interchangeably 

(Barraket & Yousepour, 2013). Performance measurement can be viewed as an 

evaluation of the process in place as well as medium term effects of an action by an 

organisation. Impact measurement on the other hand is focused on long-term and broader 

effectiveness of the action. This understanding of performance and impact measurement 

will be used for this thesis.  

 

Validation 

By definition, validation is a “procedure, which provides, by reference to independent 

sources, evidence that an inquiry is free from bias or otherwise conforms to its declared 

purpose” (Simpson & Weiner, 1989, p. 410). Interchangeably, validation can also be 

called a strengthening, enforcement, confirming, ratifying or an establishing (Simpson & 

Weiner, 1989). As the authors discuss validation in a business context, validation is 

reached if the purpose of the business is fulfilled and the business model has proved to be 

internally and externally effective and thereby accepted. 
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2 Frame of reference 

___________________________________________________________________________________ 

This chapter gathers existing literature about social enterprises and performance 

measurement, providing the reader with a better understanding of the topic by 

introducing theories on start-up development, performance measurement and related 

challenges. The chapter will conclude with a short summary of the relevant theories that 

shows how these are interlinked and connected to the purpose. 

 

2.1 Social enterprise start-ups 

 

2.1.1 The process based view of social entrepreneurship 

 
In order to get a more structured approach for performance measurement it was found 

important to discuss the phases that social enterprise start-ups go through, and how they 

might influence their priorities at each phase. Even though there are similarities between 

social and business enterprise start-ups and there is existing literature that applies 

processes of business venture start-ups to social enterprises, these approaches fail to 

capture the essential differences of social enterprise start-up processes (Perrini et al., 

2010). Perrini et al. (2010) created a model for the development phases of social 

enterprise start-ups (see Figure 1).  
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          Figure 1 - Process-based view of social entrepreneurship (Perrini et al. 2010, p. 520) 
 

The process of starting up a social enterprise starts with opportunity identification 

(Perrini et al., 2010). At this stage the entrepreneurs awareness and identification of 

opportunities provides them with insight in detecting existing demands for a value-

creating product or service. For a social enterprise these opportunities are often specific 

social targets where the motive is to initiate social change. Subsequently the identified 

opportunity needs to be evaluated (Perrini et al., 2010). In this stage the opportunity is 

evaluated in two dimensions, firstly evaluating the social change that can be produced 

and secondly evaluating the economic sustainability of the project. It is important to 

evaluate the available means to achieve the planned social change in order to create both 

social and economic value. 
 

Opportunity formalisation is an important stage that follows as the more formalised the 

opportunity is, the better ability the project can have to gain legitimacy as well as new 

resources (Perrini et al., 2010). The process of formalising the mission and core values of 

the organisation is also important for the following stages of the development. The 

formalised opportunity effectively communicates the offering, expected social impact and 

how the project will be sustainable. This stage leads to opportunity exploitation where the 

mission of the social enterprise is translated into actions and an organisational form 

(Perrini et al., 2010). In this stage of the development it is important to combine social 



 
 

 
 

10 

impact and organisational performance by designing an intervention model that can fulfill 

both. 
 

The process of starting up a social enterprise is not finalised in exploitation of 

opportunities but is continued in scaling up these opportunities (Perrini et al., 2010). 

Social enterprises often strive for maximising possible social change and in this way the 

goal of growth of the enterprise becomes essential. In a business venture competitiveness 

is an important factor to consider which often leads to protecting the business idea and 

thereby gaining a competitive advantage. In contrast, social enterprises aim to maximise 

social change and thus the focus is not in achieving competitive economic advantage 

because when opportunity seizing is scaled up in multiple contexts, social impact is 

perceived higher.  
 

These process steps are influenced by contextual and individual dimensions (Perrini et 

al., 2010). Firstly it is important to consider specific environmental and institutional 

contexts (Perrini et al., 2010). It is essential that the institutional context is encouraging 

entrepreneurs to innovate, which can be achieved through role models and a competitive 

environment. The contextual dimension influences the resources that are available for the 

entrepreneurs. Secondly the individual dimension is crucial for the processes discussed 

by Perrini et al. (2010). Especially opportunity identification is strongly influenced by the 

entrepreneur’s individual sensitivity and commitment to the problem being addressed. 

The individual entrepreneur is important in terms of social motives, innovation and need 

for achievement with a vision for the future. Perrini et al. (2010) found that possessing 

these characteristics as an entrepreneur simplifies the evaluation of social and economic 

feasibility of the project. In addition to this, individual factors can make the formalisation 

of the mission and the creation of the core operational strategy easier. Furthermore 

entrepreneurs who have the ability to create and identify supportive networks are more 

successful in moving from formalisation to exploitation and further to scalability. 

However the overall success of social enterprise start-ups depends on multiple additional 

factors. 
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2.1.2 Success factors 

 
Similarly to small businesses it has been found that 40 per cent of social ventures fail in 

the first five years of business (Katre & Salipante, 2012). In order to succeed in the start-

up process, social enterprise start-ups need to both reach a sustainable position in 

financial terms as well as in regard to their social mission. There are several individual 

and contextual dimensions that do not only influence the process of the start-up 

development but also have been identified as factors that lead to success or failure (Katre 

& Salipante, 2012).  
 

The creation of a purpose or mission is especially important in the start-up process of a 

social enterprise (Katre & Salipante, 2012) as it creates the identity and has a great 

influence on how the organisation is managed. Therefore the formulation of the mission 

which tackles a social issue, as well as the creation of a business concept that supports the 

mission are crucial for a successful social enterprise start-up. This goes along with 

selecting the right products, acquiring skills and diversifying social contacts (Katre & 

Salipante, 2012). Once the mission and business model have been established, it is 

important for social enterprise start-ups to focus on aspects such as establishing demand 

for the social issue, mobilising and motivating volunteers, establishing effective 

management, diversifying funding and establishing program delivery track records (Katre 

& Salipante, 2012). There can, however, be noticeable challenges in understanding how 

social enterprise start-ups would be able to connect the behaviours of start-up non-profits 

and business ventures given their limited resources (Katre & Salipante, 2012) and this is 

why resource allocation was found to be a crucial factor in entrepreneurial success. In 

regard to resource allocation personal involvement of entrepreneurs and use of social 

contacts for pro bono services provide crucial advances in the starting up process.  
 

Non-successful social enterprise start-ups on the other hand were often found to have an 

issue of not searching for feedback to improve their business (Katre & Salipante, 2012). 

Consequently, they often did not fill important knowledge gaps and thereby made the 

enterprise less successful. It can be beneficial for social enterprise start-ups to recognise 

these limitations and adjust their actions accordingly. Entrepreneurs in start-up 

enterprises need to be aware of possible imbalances between the business or mission side 

as this might lead to legitimacy issues with stakeholders (Katre & Salipante, 2012). These 
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imbalances can be lowered through viewing the business side as a mean for achieving the 

social mission. This can be assisted by implementing performance measurement systems, 

as these incorporate business as well as mission factors. 

2.2 Performance measurement systems 

 
Well planned and executed measurement systems can satisfy both internal and external 

stakeholders, as it helps to clarify how their contributions make a difference to the social 

mission and to how the enterprise is performing (Pathak & Dattani, 2014). Measurement 

allows comparison and a better understanding of the overall organisation (Hadad & 

Găucă, 2014). However, in terms of performance measurement it is important to 

remember that there is no such thing as a “one size fits all” stance (Arena et al., 2014; 

Hadad & Găucă, 2014) as the way social enterprises tackle objectives depends on their 

cultural context, the understanding of the social problem, what social value is to be 

created as well as the ethical issues involved. The time to implement performance 

measurement also varies between social enterprises depending on their capabilities 

(Hadad & Găucă, 2014). 
 

The dual accountability of social enterprises often leads to a question of how performance 

can be appropriately evaluated (Grieco et al., 2014; Luke, Barraket & Eversole, 2013). 

Using strictly quantifiable measures when interpreting performance might result in 

insufficient information regarding progress related to the mission. Additionally, social 

enterprises should consider both impact and performance measurement. These can be 

linked through logically examining five different components in a social enterprise: 

inputs, activities, outputs, outcomes and impacts (Ebrahim & Rangan, 2014). An 

organisation plans the requirement for inputs and thereafter plans its activities. This leads 

to outputs that are immediate results of the activities. As a result of outputs, outcomes are 

medium and long-term results of activities that are often linked to the affected individual. 

Outcomes can often be measured easily if the performance measurement is planned well. 

Impacts go further than this as these are measured in terms of communities, populations 

and ecosystems. Outcomes and impacts can then be tracked and connected through 

examination of the processes, and in this way linking performance and impact 

measurement (Ebrahim & Rangan, 2014).  
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Impact measurement is further linked to performance as it arranges the impact in a more 

functional way (Hadad & Găucă, 2014), which thereby helps the social enterprise’s 

performance. Performance measurement on the other hand enables better evidence to 

prove value of the enterprise as well as benchmarks performance and in this way enables 

improvements to programmes and services (Polonsky et al., 2016). Therefore, evaluation 

of performance with regards to both outcomes and impact helps to communicate 

organisational legitimacy (Luke et al., 2013). Due to limited resources it is essential to 

identify manageable and pragmatic approaches to evaluation and measurement (Luke et 

al., 2013), which includes considering both of the performance measurement types, 

quantitative and qualitative (Arena et al., 2014; Luke, 2016). 

2.2.1 Quantitative performance measurement systems 

 
Financial sustainability rather than profitability can be seen important for social 

enterprises to gain financial legitimacy (Luke et al., 2013). This is especially true for 

social enterprises in the start-up phase as they are typically reliant on grants and 

internally generated income. Thus financial independence is the core financial objective 

for social enterprises. Quantitative performance measurement systems focus mostly on 

financial performance and quantifiable outcomes (Luke, 2016). These include social 

return on investment (SROI), social accounting and audit, social return ratio and socio-

economic value (Luke, 2016). Financial and economic performance are important to 

measure as the social enterprise can better reach social value through financial success 

(Arena et al., 2014, Bagnoli & Megali, 2011).  
 

Quantitative measures of performance are widely criticised due to multiple reasons 

(Luke, 2016), mostly as not all benefits are quantifiable (Grieco et al, 2014). Especially 

since quantifying the impact of money often ignores more widespread psychological 

impact on vulnerable groups such as increasing confidence or dignity (Hadad & Găucă, 

2014). Additionally, the used assumptions and approximations can be misleading and 

stakeholders can be biased about the perceived social value. Most quantitative measures 

are not comparable between organisations, making it more difficult to prove legitimacy 

(Luke, 2016). There is a concern that quantifiable measures have received great emphasis 

in literature, because it is often not enough for social enterprises with dual accountability 
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and mission-related outcomes to only measure in a quantitative manner (Grieco et al., 

2014; Luke et al., 2013). Simply communicating in financial terms might lead to a lack of 

information with substance in regard to mission progress (Bagnoli & Megali, 2011). Thus 

social enterprises also need to consider qualitative performance measurements. 

2.2.2 Qualitative performance measurement systems 

 
Qualitative performance measurement focuses on the qualitative objectives of the 

organisation (Luke, 2016). The social objectives of the social enterprise are evaluated 

(Luke et al., 2013) especially in terms of value created for stakeholders (Grieco et al., 

2014). Within qualitative measurement, systems like the balanced scorecard, dashboard 

and universal performance dashboard are promoted for evaluation and communicating 

social legitimacy (Luke et al., 2013). These systems have been criticised to be more 

fitting for performance management rather than performance measurement. The 

measurement should consider different stakeholder levels, including individuals, 

organisations and institutions as well as the extent of the impact (Arena et al., 2014; Luke 

et al., 2013). This enables a more comprehensive and systematic exploration of social 

outcomes and impacts, focusing on the soft values of the activities rather than the 

quantitative perspectives when evaluating performance. According to Luke et al. (2013) it 

is ultimately important to mix both financial and non-financial measures in order to reach 

the best success. Thereby integrating economic and social value in measurement can 

maximise financial and social value creation (Grieco et al., 2014). 
 

It is especially important to consider what the inputs are and how they are used to 

produce outputs (Arena et al., 2014; Luke, 2016), as thereby the efficiency of the 

organisation can be better evaluated. Efficiency is the relationship between the input and 

output, effectiveness the characteristics of output, and impact is the long-term effect of 

the output (Arena et al., 2014). Therefore, qualitative analysis of social effectiveness in 

terms of output, outcomes and impact as well as sustainability of the organisation are 

important for social enterprises (Bagnoli & Megali, 2011). The measurement systems 

must be linked to the objectives of the organisation by taking a stakeholder approach 

(Arena et al., 2014; Luke et al., 2013).  
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2.2.3 Multiple Constituency Approach 

 

It has been identified that social enterprises should consider their stakeholders in their 

performance measurement (Arena et al., 2014; Ebrahim & Rangan 2010; Grieco et al., 

2014; Luke, 2016; Pathak & Dattani, 2014). Costa and Pesci (2016) have developed a 

five-step framework that applies the multiple constituency approach to the social 

enterprise’s performance measurement process (see Figure 2). This framework proves 

that the multiple constituency theory supports a stakeholder-based approach towards 

performance measurement, as it considers the complex stakeholder environment of a 

social enterprise whilst highlighting the importance of a constant dialogue with 

stakeholders.  
 

 

Figure 2 - Five- step multiple-constituencies approach (Costa & Pesci, 2016) 

 

The first step is “Identifying stakeholders” which includes the understanding of their 

connections (Costa & Pesci, 2016). Secondly the identified stakeholders have to be 

categorised according to their power, urgency and legitimacy. Thirdly the nature of the 
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stakeholders needs to be understood, which means that the different perceptions of the 

stakeholder groups are evaluated and thereby an understanding of their motivation, 

interest and need is provided. Subsequently relevant metrics are assessed based on the 

previously identified stakeholder needs. The last step is “considering feedback from 

stakeholders”, which means that social enterprises should engage in consultation with 

their stakeholders to involve them in the performance measurement process and enable 

them to advance or adapt their perspectives on the organisational effectiveness.  
 

As stated by Kanter and Brinkerhoff (1981) “multiple constituencies and multiple 

environments require multiple measures” (p.344), which implies that it is near to 

impossible to develop a standardised-universal measurement that considers the multiple 

accountabilities faced by a social enterprise. This view is supported by various scholars 

(Arena et al., 2014; Campbell & Lambright, 2014; Costa & Pesci, 2016; Connolly, 

Conlon & Deutsch, 1980; Jun & Shiau, 2011; Luke et al., 2013) which all argue that the 

different stakeholders of a social enterprise view the organisational effectiveness based 

on their standpoints which leads to the necessity of different effectiveness measures 

depending on the stakeholder’s informational need. According to the multiple 

constituency theory (Campbell & Lambright, 2014), all stakeholders have an influence on 

the performance measurement process in an organisation. They can be categorised into 

three accountability levels: the upward level, which generally includes funders; the lateral 

level which includes staff, and lastly the downward level including service beneficiaries, 

volunteers and communities. Thus, due to the complex accountability structure of a social 

enterprise, the development of an effective performance measurement process requires 

collaboration and negotiation between the multiple stakeholders and the social enterprise. 

This measurement process can be influenced by various challenges. 

2.3 Challenges in performance measurement 

 
There are several challenges within the complex environment of social enterprises in 

regard to the process of performance measurement. According to Polonsky et al. (2016) 

one challenge is that there are often difficulties in communication due to unclear 

expectations of stakeholders in regard to the creation of social value. Thereby the 

selection of an appropriate performance measurement system can be difficult as there is a 

wide variety of metrics, and thus it is essential to have a clear understanding of the 
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stakeholders various informational needs (Arena et al., 2014; Grieco et al., 2014). In 

addition to the lack of required information for an adequate performance measurement, 

there is often a prevailing uncertainty of how identified strengths and weaknesses can be 

used to effectively improve the organisation due to limited capacity (Ebrahim & Rangan, 

2010; Ebrahim & Rangan, 2014).   
 

Polonsky et al. (2016) claim that there can be resistance from employees towards the 

measurement of performance. This is especially the case if the measures are seen as 

externally imposed or do not benefit the organisation directly. Besides that resistance can 

also result from the perspective that measuring outcomes is done at the expense of results 

(Ebrahim & Rangan, 2010; Ebrahim & Rangan, 2014). This can be due to overloading 

the company with keeping records for measurement purposes, which takes resources 

away from the enterprises core actions (Ebrahim & Rangan, 2010). Furthermore, 

performance measurements that put emphasis on outcomes that have unclear links to the 

impact are often viewed skeptically (Ebrahim & Rangan, 2010), as proving that the 

outcomes have a causal influence can be challenging. This is linked to the big challenge 

of causality within performance measurement, which means that connecting a cause to an 

effect can be very difficult since impacts are often affected by multiple factors and actors 

out of reach of the social enterprise (Ebrahim & Rangan, 2010). 
 

Long-term impact has been found to be especially challenging to measure (Ebrahim & 

Rangan, 2014; Polonsky et al., 2016). This is due to difficulties in linking short-term 

performance measures with long-term social value (Polonsky et al., 2016) and difficulties 

in planning for the future (Bagnoli & Megali, 2011). Also, long-term goals in social 

enterprises can often be beyond the reach of the organisation, making them difficult to 

measure (Ebrahim & Rangan, 2010). Thus in some cases it is easier for a social enterprise 

to focus on metrics of outputs and immediate outcomes rather than long-term outcome 

and impacts (Ebrahim & Rangan, 2014).  
 

The dual accountability of social enterprises can be challenging as well (Luke et al. 2013) 

as there is a risk of overemphasising the financial accountability. This idea favours 

identification of impacts that can be valued in financial terms whilst social impacts, that 

are more difficult to value financially, were viewed as less convenient. This risk is 
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especially relevant due to the challenges in measuring outcomes and impacts in social 

enterprises. 

2.4 Summary of frame of reference 

 

The frame of reference starts off by introducing the start-up process of a social enterprise 

and success factors involved. Considering the process is important for the research as it 

provides valuable insights into what phases a social enterprise start-up goes through as 

well as how these influence operational priorities. In regard to performance measurement 

systems, social enterprises should consider both qualitative and quantitative 

measurements to accurately depict their performance and impact. Performance and 

impact measurement are highly interlinked and should be related to the activities of the 

enterprise. Furthermore, the measurement systems need to take a multiple constituency 

approach, since social enterprises should assess the needs of their stakeholders in order to 

gain legitimacy. Associated challenges can hinder effective measurement and thus it is 

important to always consider them whilst approaching measurement systems. 
 

As existing literature is very scarce within the topic of social enterprise start-ups, most of 

the theories have only been connected to social enterprises but rarely to a social 

enterprise start-up. However, the authors found it relevant to understand which main 

factors influence a social enterprise in their performance measurement as they might have 

the same effect on a start-up. This is in line with the twin-slate approach of grounded 

theory followed by this research, that suggests the integration of existing literature to 

increase the efficiency as well as the impactfulness of this research as thereby existing 

insights are considered and incorporated (Murphy, Klotz & Kreiner, 2017). Nevertheless 

the existing literature should not have strong influences on the analysis, therefore the 

theories were mostly used as a basis for the primary data collection in order to extend the 

scope for questions posed to interviewees. 
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3 Method 

_____________________________________________________________________________________ 

This chapter presents the chosen research methodology and method. The data collection 

and the method of analysis are extensively discussed and motivation for chosen research 

choices is provided in the context of fulfilling the purpose of this thesis.  

 

3.1 Research philosophies 

 

Research philosophies are philosophical frameworks that guide the research process and 

specify methods that should be adopted in order to execute the research with a clear 

purpose and strategy. Collis and Hussey (2013) and Braa and Vidgen (1999) explore and 

compare three main philosophies of methodology: positivism, interpretivism and 

pragmatism. Positivism is a concept aiming for explanation and prediction by providing 

theories to understand a social phenomenon, which is assumed to be measurable (Braa & 

Vidgen, 1999). Thus positivism is often associated with quantitative research methods 

where the results of research can lead to law-like generalisations (Collis & Hussey, 2013; 

Remenyi et. al, 1998). Interpretivism aims for interpretation and understanding of 

complex social phenomena by developing theories or patterns (Collis & Hussey, 2013). It 

strives to explore the meaning attributed to experiences of individuals, which ties 

interpretivism to qualitative research (Rae, 2013). Pragmatism is an approach that aims 

for intervention and change and therefore provides knowledge or insights that are useful 

in action (Braa & Vidgen, 1999). In order to adequately answer the research question of 

this study, an overall research philosophy of pragmatism is used as the aim is to 

contribute constructive knowledge that is useful in practice (Braa & Vidgen, 1999; 

Johnson & Onwuegbuzie, 2004).  
 

As the authors also aim to provide an understanding of the importance of performance 

measurement as well as new insights to the phenomenon of performance measurements 

for social enterprise start-ups, an additional interpretivist approach is appropriate. The 

philosophy of interpretivism allows the authors to consider the attitudes that social 

entrepreneurs might have towards performance measurement (Collis & Hussey, 2013). 
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Therefore the research might not be law-like generalisable and is not undertaken in a 

value-free way, which does not hold a philosophy of positivism (Remenyi et al., 1998).  

 

3.2 Research approaches 

 

For this research a purely deductive research approach is not feasible, since the 

development of propositions or the hypotheses testing of current theories is not possible 

as the existing literature within the research field is not yet saturated (Dubois & Gadde, 

2002; Robson, 2011). Moreover it is not appropriate to solely work inductively, because 

the frame of reference on existing theories and frameworks provided the authors with a 

direction for this study. The knowledge contribution is thus not only generated from 

empirical data (Dubois & Gadde, 2002). Therefore the most appropriate research 

approach for this study is an abductive approach, which resembles a conceptual bridge 

between the deductive and inductive research approaches. It allows researchers to 

generate new conceptual models by associating data with concepts, based on existing 

literature and theories as well as empirical findings (Dubois & Gadde, 2002; Lipscomb, 

2012; Murphy et al., 2017). 

 

3.3 Research method 

 

There are two commonly known research methods, quantitative and qualitative research. 

In a quantitative research hypothesis are tested by examining the relationship among 

variables which are measureable and thus quantifiable (Creswell, 2013). A qualitative 

research on the other hand focuses on the complexity of a phenomenon and seeks to make 

sense of the meaning of experiences of individuals, which is why it is mostly consisting 

of non-numeric data (Creswell, 2013). The concept of performance measurement within 

social enterprise start-ups remains mainly unexplored by existing literature and there 

might still be important variables to examine that are unknown. Thus, a qualitative 

research through interviewing was found to be the most suitable method for this study.  
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3.4 Data collection 

3.4.1 Primary data 

The method of interviewing was chosen for the primary data collection, which is the 

predominant mode of data collection in qualitative research (May, 1991). Interviews can, 

depending on the research objective, vary in their structure and question formulation. As 

the authors are interested in understanding the opinions and attitudes of the interviewees 

towards performance measurement in social enterprise start-ups, a semi-structured 

interview with open-ended questions was found the most appropriate. A semi-structured 

interview means that while some questions are prepared to ensure the discussion of main 

topics of interest, other questions are developed during the course of the interview (Collis 

& Hussey, 2013; Wengraf, 2001). Additionally open-ended questions enable the 

interviewee to give longer answers, which subsequently enables the researchers to gain a 

deeper understanding of the phenomenon. Therefore a semi-structured approach, with 

pre-written open-ended interview questions and the ability to deviate from the questions 

depending on given answers, was found the most appropriate for this study.  

 

3.4.2 Interview guide construction 

 

In a semi-structured interview the interview guide construction is crucial and should be 

based on relevant literature as well as the researchers own knowledge (King, 2004). Thus 

the pre-written open interview questions were formulated on the basis of the frame of 

reference as well as the initial conceptualisation of the authors. From the frame of 

reference, themes like start-up phases, measurement systems, stakeholders and challenges 

were used to understand the topic. In order to put these in a logical order the interview 

questions were divided into the main themes of background, stakeholders, measurement 

systems, benefits, contextual factors and priorities.  
 

The background themed questions had the purpose of establishing the background 

information of the business, including the purpose and the mission of the organisation. 

This is especially important in the start-up phase as formalising the business model is 

crucial in the initial stages of a social enterprise start-up (Perrini et al., 2010). With the 

questions on stakeholders, stakeholder relations and influences on the organisation were 
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discussed. This can be linked to the multiple constituency approach to performance 

measurement where all stakeholders should be considered in order to measure effectively 

(Costa & Pesci, 2016). The authors were also interested in what kind of funding the start-

up has received as it was found in the research that funders as external stakeholders can 

be especially important (Luke, 2016).  
 

The topic of desired outcomes towards stakeholders was included in the interview 

questions in order to establish a base for performance measurement related questions 

where reasons for measuring or not measuring were explored. At this stage the questions 

were focused on what kind of measurement was in place in each of the social enterprise 

start-ups and how measurement was approached. This was linked to the benefits that the 

start-ups could seize, as questions on consequences of measurement were formulated. 

Contextual factors of founder backgrounds and funding types were identified as 

influential for the consequences, creating the next main theme of questions. The 

challenges identified in the frame of reference made this especially interesting as 

exploring reasons why measurement was not done was important for the authors. Finally 

the priorities of the start-ups were questioned, as the authors wanted to discover at what 

stage the social enterprise start-up was in order to further investigate how the stage would 

link to performance measurement. As the interviewed start-ups differed in many ways, 

the questions were adjusted accordingly. The specific interview questions can be found in 

Appendix 1. 
 

3.4.3 Selection process for primary data sources  

 

For the selection of the interviewees the concept of theoretical sampling was followed 

and thus the informants were selected based on their apparent knowledge and experience 

(Murphy et al., 2017). Due to the limited time frame of this research, the authors were 

however not able to continually seek out for additional informants that could contribute 

with their answers to shape the emerging conceptual model based on priorly collected 

data, which is why the concept of convenience sampling was additionally followed. 

Convenience sampling enabled the researchers to use networks (Collins & Hussey, 2013) 

to initiate the first contact with the interviewees, which ensured their availability and 

successful collaboration. For the sake of cost constraints, the interviews were conducted 
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over Skype as most of the interviewees were not located in Sweden. The interviews were 

recorded to ensure accuracy and the complete documentation of the given answers, which 

has been communicated to the interviewees prior to the interviews. Six social enterprise 

start-ups were interviewed which enabled the authors to see the research topic from the 

perspectives of the interviewees as well as to understand how and why they have their 

particular perspective (King, 2004). To ensure the research was conducted in an ethical 

way, it was made sure that all participants were informed and aware of the purpose of this 

study as well as the use of the empirical data. Additionally the authors emphasised that 

the names of companies and individuals were used anonymously, which established a 

basis of confidentiality and trust.  
 

To assure the relevance of the primary data sources, the authors decided upon a set of 

characteristics that the interviewees had to possess in order to be found appropriate for 

this study. These characteristics have been identified as essential through the literature 

review, to ensure that the interviewees are competent to contribute with knowledge and 

insights to the research topic of performance measurement within social enterprise start-

ups. In regard to the choice of the interviewed social enterprise start-ups, the questioned 

organisation had to be categorised as a social enterprise, which is widely based on the 

formulation of a social goal (Barraket & Yousefpour, 2013; Luke, 2016). In order to 

increase the spectrum of the research, various social goals were incorporated which 

subsequently enhanced the applicability of the proposed model as it covers a broader 

context. Additionally the organisation had to be in the start-up process, which is why only 

organisations that were not older than three years were considered (Robehmed, 2013). All 

these characteristics have been reviewed based on background research on the 

organisations in question, whilst they ultimately were ensured by clearly stating the 

purpose of the research in the initial contact with the chosen interviewees. 

 

3.4.4 Secondary Data 

 

It is often beneficial to combine primary data with secondary data, which is defined as 

information gathered from existing sources (Bryman, 2012; Saunders, Lewis & Thornhill, 

2009). By re-analysing existing data the researchers get access to more information, 

which can be used to form a valid foundation for the research of this thesis. The 
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secondary data was collected through reviewing existing literature regarding social 

enterprise start-ups and performance measurement. The sources used were primarily 

online databases such as Primo, Web of Science and Google Scholar and in order to find 

relevant documents the following search parameters were used: Search Words: social 

enterprise start-ups, social business, performance measurement, impact measurement, 

start-up, social enterprise, start-up process, social ventures, assessment and evaluation; 

Literature Type: Books, Peer-reviewed articles, Internet; Publication Period: 1980-2017; 

Publication Languages: English, Swedish, Finnish, German. To ensure reliability and 

high-quality information the number of citations of the articles was taken into account.  

 

3.5 Method of analysis 

 

Combining the pragmatic and interpretivist approach of this study, the grounded theory 

approach was found as suitable for analysing and conceptualising the empirical data. The 

method of grounded theory aims to generate theory by collecting and analysing primary 

data and is thus an essential research method for the development of new insights into 

relatively unaddressed or new social phenomena (Murphy et al., 2017). It additionally 

considers the context in which individual behaviour takes place, which enables the 

researchers to gain a conceptual understanding of the issues that make up the 

environment of the phenomenon (Fendt & Sachs, 2008; Murphy et al., 2017). As this 

research aims to gain insights into how a social enterprise start-up could approach 

performance measurement and the field of social enterprise start-ups is relatively 

unaddressed, the grounded theory method enabled the authors to develop new insights 

and understandings based on primary data. 
 

According to Murphy et. al (2017) the grounded theory is based on four core principles: 

emergence, constant comparison, theoretical sampling and theoretical saturation. 

Emergence refers to the openness of a grounded theorist towards new developments and 

data that emerge during the data collection and analysis. Constant comparison means that 

emerging data, existent data and existent literature are continually compared in order to 

construct a theory of social reality that is grounded in past and present data. Through the 

theoretical sampling, data sources are chosen on the basis of usefulness. Theoretical 
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saturation means that the research process is only completed if the theoretical categories 

are sufficiently saturated and comprehensive in scope and depth.  
 

There are two different approaches within grounded theory, the Gioia approach and the 

twin-slate approach (Kreiner, 2016; Murphy et al., 2017). While both approaches follow 

the same process and core principles, the twin-slate approach allows the early integration 

of existing literature, which enables the researchers to conduct the research in an 

abductive manner. It also increases the efficiency of the research as it ensures that no 

time is spent on ideas that already have been covered in existing literature, whilst it is 

connected to prior work which increases the chance of an impactful theoretical model. 

Therefore the twin-slate approach was found suitable for this research as it allows a 

theory-data interplay, which leads to a logic of discovery based on connecting conceptual 

ideas and empirical data (Van Maanen, Sørensen & Mitchell, 2007). 

 

3.6 Research process 

 

As mentioned by Gioia, Corley and Hamilton (2012), there are four features of 

methodology that enhance the development of grounded theory, which have been 

considered thoroughly to ensure a significant outcome of this research. As for the first 

feature, the research design, a well-defined, yet relatively unexplored phenomenon of 

interest was identified, which is performance measurement within social enterprise start-

ups. Initial research questions were formulated, derived from existing literature, whilst 

keeping the concept of emergence in mind which allows the researchers to adapt their 

research questions in course of the research (Gioia et al., 2012). The second feature of 

data collection includes the principle of theoretical sampling. Thus the data sources 

should be knowledgeable agents that possess knowledge and experience within the 

research topic, which is why social enterprise start-ups were interviewed. Interviews are 

widely used as a qualitative data collection method in connection to the grounded theory 

model, where a flexible approach tailored towards the research questions is of preference 

(Gioia et al., 2012; Murphy et al., 2017; Strauss & Corbin, 2008).  
 

Subsequently the feature of data analysis is brought up, which is essentially based on data 

coding. After the interviews have been transcribed the researchers “code” the data, which 
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means the data are fractured, conceptualised and integrated to form theory  (Strauss & 

Corbin, 2008). According to Corbin and Strauss (1990), there are three main coding 

phases:  open coding, axial coding and selective coding. The first phase of open coding 

entails the basic process of breaking down the data by comparing, conceptualising and 

categorising. The transcripts were thoroughly read through and then separately broken 

down into themes, which then were compared and combined. During the process of axial 

coding, the identified themes or codes through the open coding were linked together 

based on contexts and patterns. The last step of selective coding selected the core theme 

and systematically related it to the other identified themes, whilst relationships were 

clarified and conceptualised. Thus the process of the data analysis began interactively as 

the data is collected and labeled with themes and codes, which are refined and clarified 

over time through axial and selective coding.  
 

Besides the analysis through coding, several scholars have suggested the strategy of 

“memo-writing” as well as comparative techniques to further analyse the collected data 

and uncover patterns (Corbin & Strauss, 1990; Murphy et al., 2017; Strübing, 2014). 

Memo-writing is the process of writing notes that document one’s thought process 

throughout the research process. These memos can be potential clues, theoretical 

connections or insights that enable the researchers to identify components for the 

conceptual model that leads to the theory formulation (Murphy et al., 2017). Therefore 

the authors have constantly written individual memos to capture their understanding and 

draw connections between common themes during the whole research process, but 

especially whilst conducting the interviews. After each interview the individual memos 

were compared to identify similarities and differences which further helped to develop a 

conceptual model. This process can be seen as a comparative technique. Apart from 

comparing the written memos, the emerging data was constantly compared with prior 

interviews as well as secondary data sources to identify patterns and interrelations.  
 

The last feature is the grounded theory articulation which includes the formulation of a 

conceptual framework as well as the transformation of the framework into a grounded 

theory model (Gioia et.al, 2012). In this step the collected data is coupled with theory 

formulation, as the inclusion of a model without extensive explanation of relationships 

and contexts is not seen as sufficient for theory-building. Thus once a theoretical model 
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has been constructed, a balance of “telling” (stating something) and “showing” 

(demonstrating that something is so by using data) has to be reached (Golden-Biddle & 

Locke, 2007). As the authors were limited due to resources, time as well as experience 

with the method of grounded theory, it was expected to be impossible to reach a 

theoretical saturation that is necessary to formulate a theory. However, after conducting 

four interviews it became apparent that there was a diminishing amount of new themes 

that emerged. Thus two additional interviews were conducted during which no additional 

themes emerged, which is according to Glaser (2001)  an indication for theoretical 

saturation. Therefore the authors were able to develop a model based on observable 

themes and patterns that can function as a “visual display of data structure to generate 

theory” (Murphy et al., 2017, p. 295), as it is coupled with data-driven explanations. 

Hence the model can serve as starting point for future research, but additional data 

collection and analysis is necessary to reach a sufficient theoretical density to be able to 

formulate a theory from which hypotheses can be generated (Collis & Hussey, 2013). It 

additionally provides practitioners with a better understanding and insights of the 

phenomenon of performance measurement within social enterprise start-ups. 
 

3.7 Method critique 

 

Using grounded theory as a research method is associated with various difficulties that 

might hinder or challenge the researchers to contribute with data based theory (Allan, 

2003; Goulding, 2002). One of the main challenges is due to the existence of two distinct 

versions of grounded theory, as the originators Glaser and Strauss split after their initial 

publication and thereafter developed their own distinct versions. This results in an 

uncertainty of the researcher as of which grounded theory should be chosen, as both 

versions are both accepted and criticised throughout existing literature (Allan, 2003). 

Neither of the versions provide a clear mechanism of the coding process, which increases 

the uncertainty of how to apply grounded theory in practice and leads to different 

interpretations of researchers. Besides, the coding process is very time-consuming as each 

interview is analysed “word-by-word and line-by-line” (Allan, 2003, p. 2) which 

subsequently results in a big amount of data. The amount of data often leads to a 

“drugless trip” which describes a “period when researchers experience a sense of 

disorientation, panic and the desire to give up” (Goulding, 2002, p. 5), as many themes 
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might emerge during the analysis which often leads to a loss of focus. Additionally the 

grounded theory is supposed to be carried out with no bias and an unfocused 

investigation, however in reality this is counteracted by the researchers expectations and 

personal experiences as well as  time and resource constraints (Allan, 2003). Throughout 

the research process the authors were aware of these associated difficulties as well as how 

they could affect the research. 

 

3.8 Research quality 

 

In order to ensure that the qualitative findings of this research are considered 

“trustworthy”, thus representing the reality of the phenomenon of performance 

measurement within social enterprise start-ups accurately, the four quality criteria of 

credibility, transferability, dependability and confirmability have been considered 

throughout the research process (Murphy et al., 2017; Lincoln & Guba, 1985).  
 

In regard to the credibility of the findings, to prove that they are true and accurate, 

knowledgeable agents of the phenomenon have been chosen through theoretical sampling 

which ensured representativeness and consistency (Murphy et al., 2017). Thereby the 

phenomenon of performance measurement in social enterprise start-ups could be 

specified in terms of conditions, actions, strategies and consequences which proves that 

the authors have engaged with the participants and the phenomenon thoroughly (Corbin 

& Strauss, 1990). Transferability, in the context of grounded theory, means the 

applicability of the findings to other contexts (Murphy et al., 2017). Aiming for 

transferability,  the temporal and cultural context of the researched phenomenon was 

explained besides suggesting through future research questions how the findings could be 

transferred to other contexts. Thereby future researchers are able to use conclusions of 

this study to extend their understanding of a similar phenomenon in a different setting 

(Murphy et al., 2017).  
 

The criterion of dependability has been fulfilled by not only using multiple data sources 

but also multiple researchers. This enabled the authors to code the empirical data jointly 

which led to enhanced interpretations and discussions about the findings, whilst being 

guarded against bias and increasing the theoretical sensitivity (Corbin & Strauss, 1990; 
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Murphy et al., 2017). Lastly, the criterion of confirmability, refers to the neutrality of the 

assessment. By clearly communicating the procedures and steps of the research process 

as well as demonstrating how the conceptual model was developed, transparency was 

created which enables future researchers to replicate this research. Additionally parts of 

the memo-writings (Appendix 2) as well as coding stages (Appendix 3) have been 

included in the appendices to confirm and prove the link between the collected data and 

the theoretical model (Murphy et al., 2017). Besides these four quality criteria, the 

interrelated process of data collection and analysis ensured the effectiveness of the 

grounded theory approach (Corbin & Strauss, 1990). By analysing data and using this 

analysed data to direct the next interviews, the authors were enabled to capture all 

relevant aspects as soon as they were perceived. Thus the discovered concepts have a 

proven relevance to an evolving theory based on a continuous adaptation and 

development through constant comparison of primary data, priorly collected data and 

secondary data. 
 

3.9 Method summary 

 

This research is based on the twin-slate approach towards grounded theory, which allows 

the interplay of primary and secondary data throughout the research process in order to 

develop a model grounded in empirical findings and supported by existing literature 

(Figure 3). The research process started with a literature review which led the authors to 

the initial research questions. Thereafter the primary data collection based on semi-

structured interviews with social enterprise start-ups began, whilst additional secondary 

data was reviewed for relevant insights to the phenomenon. The gathered data was 

constantly compared with priorly collected data as well as the secondary data to identify 

patterns and categories, which was also the main aim of the three coding processes: open, 

axial and selective coding. Thus after the interviews were transcribed, the initial open 

coding and memo-writing followed, through which the authors could find main themes 

and categories. These were then interlinked and further analysed through the axial and 

selective coding by explaining the relations as well as identifying the core category of the 

researched phenomenon. In order to reach theoretical saturation, two additional 

interviews were conducted during which no additional themes or insights emerged. Based 

on the analysis findings a grounded model was developed that contributes to a more 
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comprehensive understanding of performance measurement for social enterprise start-

ups. To ensure a high research quality the criteria of credibility, transferability, 

dependability and confirmability have been taken into account, whilst the effectiveness of 

the grounded theory approach was ensured by the interrelated process of data collection 

and analysis. 
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                Figure 3 - Summary of method, generated by the authors on basis of Murphy et       

              al. (2017)  
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4 Empirical Findings 

_____________________________________________________________________________________ 

This chapter will start with brief introductions of the interviewed social enterprise start-

ups and end with a summary of the interviews. The summary connects common themes 

that arose among the start-ups from the interview questions. 
 

 

4.1 Introduction of the interviewed social enterprise start-ups 
 

In order to give an overview of the different start-ups involved in this research, brief 

descriptions of them are provided on the basis of the interviews. As the social enterprise 

start-ups involved were decided to be kept anonymous, each start-up has been given a 

letter that was used as a reference in the analysis.  

4.1.1 Start-up A 
 

Start-up A offers a web based learning service in order to mobilise education to make it 

free, and accessible anywhere. They target foreign markets where learning of new skills 

might improve the livelihood of the societies they operate in. The content is developed 

using pedagogy and information from the gaming industry in order to optimise the 

learning experience of their target audiences. 

4.1.2 Start-up B 

 

The business model of start-up B gives a two-way solution to quality protein sources. 

Through the farming and selling of crickets they aim to reduce the environmentally 

harmful processes of the meat industries. On one hand, the company sells agricultural 

technologies to farmers who which to opt for a more sustainable, on the rise production. 

The other branch of the business is selling packaged crickets as an alternative protein 

source to be used more regularly in the diets of people in the Western world. 

4.1.3 Start-up C 
 

Start-up C encourages people to explore natural beauty in the world through connecting 
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customers with local guides who provide meaningful experience-based activities in 

nature. The company also provides access to quality gear for different activities, like 

hiking or climbing. Thereby, the company also strives to improve the health of the 

environment by examining resource usage, working to minimising their environmental 

footprint and trying to increase product lifetime. 

4.1.4 Start-up D 
 

Start-up D is concerned with people experiencing authentic cultures and meeting local 

people on their travels. They connect host families in Africa, Asia and Latin America 

with travellers. The families receive money for hosting which can help to empower their 

communities and drive development of micro-entrepreneurship. In return, the traveller 

gets to be a part of the development and receives experiences that last them a lifetime. 

4.1.5 Start-up E 
 

Through the development of a mobile application start-up E enables people in the same 

neighbourhood to sell or buy portions of food that would otherwise end up being waste. 

The aim is to contribute to social impact by donating earnings to different causes. This 

lowers food waste at the same time as it aids different organisations to tackle societal 

problems. 

4.1.6 Start-up F 
 

Start-up F presents selected solar energy projects in Brazil as investment opportunities to 

investors in Northern Europe. By partnering with energy players there, the start-up seeks 

to make the energy market more democratic in terms of increasing fair competition in the 

sector. 

 

4.2 Interview results 

4.2.1 Mission and purpose 

 

The background stories for each start-up are highly individual and depend on the 

founders’ initial ideas and the social mission of the organisation. Regarding to the 
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mission, start-ups B, C, E and F are all driven by sustainability solutions and their 

business models present different methods that further their respective impact purposes. 

These purposes are focused in different directions but all support the same environmental 

focus. Start-up A’s mission deals with educational barriers in certain societies and start-

up D is concerned mainly with societal development through the promotion of 

entrepreneurship. Though the purposes of both start-ups A and D are to improve 

community livelihood, they approach it from different angles; start-up A works from an 

educational point of view and aims to increase job opportunities for people post schooling 

and start-up D tackles it through promotion of self-employment and an increase in 

business activity in the communities. 
 

In general all the start-ups reflect positive attitudes towards combining business activities 

and social impact. The majority emphasised that making a difference happens naturally 

through their business and many see business activities as the best way to achieve the 

desired change. Additionally, the start-ups emphasise that having a positive impact as a 

business might and should be a priority for every business in the future.  
 

“In the perfect world where we are doing the right things and building businesses 

in the right environments, solving the actual problems we have on Earth, then I 

think there is no disconnection between doing good and doing business.” Start-up 

B 

 

          “If you really want to make a change, you have to play the game.” Start-up F 

 

          “[I hope that] in a couple of decades we do not need to talk about impact       

           businesses separately but all businesses would be that naturally.” Start-up A 

4.2.2 Stakeholders 

 

Most start-ups discuss both internal and external stakeholders, but depending on what the 

business focus is, the weight and importance of the two differ. Generally different 

stakeholders are mentioned intermittently by different start-ups; customers are a recurring 

stakeholder group, the industries and the internal teams are also referred to several times.  
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“Our key stakeholders are our customers, the hosting families in the villages, the 

contact person that we first hire to coordinate the operations in the villages and 

the local communities.” Start-up D 

 

“The key stakeholders, they are all internal.” Start-up B 

 

Since the fields of start-ups B, E and F are more heavily regulated than the other start-

ups’, they have a closer relationship to governmental stakeholders. 
 

“And this being an app about food and money, which are two things that are 

highly regulated in Finland, that poses some restrictions that we do have to take 

into account.“ Start-up E 

 

“[...] outside of the company, the biggest [stakeholders] would probably be the 

regulatory bodies and governments. […] We work very closely with the food 

safety authorities, because there is somewhat of a legal barrier for the insect 

industry in Europe right now.” Start-up B 

 

“And it is a very important thing that [a legislation] is in place because it adds 

security and safety to the investors because they are going to invest in something 

that there is strong legislation and a law behind.” Start-up F 

 

However, most widely discussed out of all are partners and financial stakeholders. Start-

ups A, D and F, who have business operations in other countries were especially 

concerned with the local partnerships that they rely greatly on in other communities since 

they are crucial in order to successfully be able to apply their missions. 
 

“We rely on some of our partners in Brazil, they are our developers but they also 

have the knowledge on solar energy so there is a lot of exchange of information 

between us and them. [...] In the business model right now we are completely 

dependent on them, both for the development of the project and sales for the 

simple fact that we are not there or we do not have anyone that belongs to our 

company there.	  ” Start-up F 
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“Partnerships are extremely important for us […]. We build our local relevance 

through local partnerships so that is something we need to take into account when 

we decide to enter a new market to find the players who are local, or the most 

relevant locally.” Start-up A 

 

Start-up C does not operate abroad but relies heavily on partnerships in their home 

country and therefore also stressed that stakeholder relationship.  
 

“We have so many local nature guides, hikers, surfers and so on, that can 

actually handle all the logistics on the ground. [...] So right now we are focusing 

on finding these people and gathering a community of likeminded partners and 

creating a service with them.” Start-up C 

 

These start-ups show that if the business model includes key operational partnerships, 

these tend to be among the most considered stakeholders. 
 

Start-ups B and F were especially concerned with shareholders and investors and they 

both stress that the business aspect brings a responsibility to remain financially 

sustainable. This is proved through communication of positive financial results. 
 

“It only makes sense for them to buy the product or invest in it when they can see 

a way of getting out in getting their money back and making a profit out of it.” 

Start-up B 

 

“The investors around here are also key stakeholders because if they are not 

interested in investing in the projects, there is no business.” Start-up F 

 

Similarly, start-up A accomodates for their financial stakeholders by including angel 

investors on the board of directors where they can have greater influence by always being 

able to stay up to date on the progress of the start-up and by being able to give advice and 

opinions on different aspects.  
 

“The significant investors are a part of the board of directors so there are regular 

board meetings.” Start-up A 
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In terms of initial funding, some start-ups intentionally stayed away from seeking outside 

funding in order to be less financially accountable and thereby be less biased regarding 

mission and profitability trade-offs. The internal team seems to be an especially important 

stakeholder group for the start-ups who did not acquire initial funding. Neither of start-

ups E or F acquired initial funds externally. 
 

“We have done this with our own sweat and money so we do not have any outside 

investors. So we have to put our own backs into it, so everyone owns a part of the 

company, so trying to motivate people to do that as well.” Start-up E 

 

However despite that, start-up F is now actively seeking funding since they have 

normalised their business operations and are looking for further help through grants to 

scale up. Start-ups C and D both got grants for their start-up efforts at the beginning while 

still forming their start-up.  

4.2.3 Measurement and communication 

 

All start-ups agree that performance measurements could benefit social enterprises even 

in the start-up stage of the business life cycle. Despite that, start-up A is the only one of 

the start-ups measuring performance extensively in terms of both quantitative and 

qualitative measures and they have two employees who are completely devoted to the 

measuring aspect of the business. What seems to be the hindrance for the other start-ups 

is the lack of common knowledge about the topic, the absence of set rules to follow in 

terms of measurement and the general focus on operational measures rather than long-

term impact. It was found that many of the start-ups were questioning how to 

appropriately allocate their resources, what indicators to use and how they can utilise the 

results of measurement.  
 

“We have not measured [the impact], since we have not known what to measure. 

We did not have any indicators, so basically we did not know what indicators to 

follow.”  Start-up D 
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“[Measurement] is sort of unclear though […]. I am still trying to figure out what 

is the right way to measure this as a service.” Start-up C 

 

“Since we are only starting, it is really hard to come up with indicators. 

Hopefully in five years we can say we have been able to provide a certain amount 

of jobs or certain amount of emissions that have been prevented. But that is not 

the case yet.” Start-up F 

 

Once asked, all start-ups except A indicate that they do not measure performance or 

impact at the moment. The start-ups have all received feedback from customers that will 

be used to better understand and adapt the business concept to their consumers, however 

further measurement tools have not yet been implemented by start-ups C, D and E. C and 

D very specifically express that measurement is in the short-term plans for the future. 
 

“[Impact measurement] is one of our other goals for our project, you know to 

figure out how to measure that.” Start-up D 

 

“Measurement is definitely in the plans.” Start-up C 

 

Start-ups B and F choose to focus mostly on financial indicators because of their 

shareholder or investor focus. Start-up F especially stresses, that despite the 

environmental aspect of the business being important, their stakeholders are more 

interested in seeing a profitable business and thereby measuring impact would distract 

from that and is not necessary in the short-term future.  
 

“Because I think when it comes to investors much more than the impact, the 

social or environmental impact, they are looking at the financial numbers. So that 

is what we have been focusing on.” Start-up F 

 

Start-up B uses limited output-measures for marketing purposes and connects revenue 

with impact since their business field is unaddressed in the markets that they operate in. 

This way any earnings are seen as a change of market attitude towards their products but 

they do not know how to determine social progress through potentially relevant 

indicators. 
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“We know we can convert some of this consumption [of beef] towards 

consumption of insects and that can have an impact. At this stage what we can 

evaluate is a cultural transformation that is happening […]. And for that we have 

some data.” Start-up B 

 

In order to utilise measurement optimally, external and internal communication of results 

is important, as reflected by Start-up A as they communicate internally through the board 

and to employees as well as externally through chat channels and a press kit that is 

available on their website. Internal communication was not discussed in depth by the 

other start-ups during the interviews, as focus was more widely put on external 

communication. One commonality amongst most of the interviewed start-ups is that 

external communication with stakeholders is done through the company web page and is 

used as a marketing tool to express mission and progress. Start-ups C and D received 

initial grants which entailed initial communication of goal setting and reporting towards 

the donating organisations. Start-up E did not receive any initial grant but works closely 

with an organisation to which they donate part of their profit and even though they have 

not been asked for any specific reporting they wish to be as transparent as possible. 
 

4.2.4 Contextual factors 

 

The interviews proved the relevance of the contextual factors that influence a start-up. 

The team background and dedication is especially shown to be relevant. This proves in 

the case of start-ups A and F who both refer to having diverse teams or teams with 

diverse personalities. It is said by start-up A that small teams must rely on their 

differences in personalities and experiences especially because of the limited amount of 

people. This is reflected well by start-up F whose team members are competent in many 

different fields surrounding the industry the business operates in. 
 

“I feel it is quite important for us that all of us have different personalities and 

[are] able to bring those personalities and experiences into that mix and grow all 

the time into a more diverse direction.” Start-up A 
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“I mean definitely, we know what we are doing. We also feel especially when 

things start to happen that we need to hire expertise that we do not have in our 

team.“ Start-up F 

 

Start-up E also has a team of diverse knowledge and background and state that it has been 

helpful for the development of their business. However, since they are in an earlier phase 

of starting up this has not correlated to an ease in measurement yet since their work is 

heavily individual and since they currently only see “doing good work” to be enough 

measurement. 

“We do [the work] because we want to, so if you do not do it, it does not get done. 

So there is no specific measurement for our effort, except for what we do 

ourselves. So if we are happy with our work, that is our measurement for now.” 

Start-up E 

 

The team observations also show that previous business experience, especially from the 

same business sector, is valuable for the progression of a newly started social business. 

Start-up C demonstrates a different dimension; instead of looking to their differences they 

rather focus on how shared values and passion for the cause bring them together as their 

likeness makes them more coherent and focused. Also, Start-up C supports the working 

experience and the focus of one’s personal time, as this has been a barrier for them in 

regards to expanding and formalizing their business efforts. 
 

“So it is definitely helpful that all of us founders came together because we share 

the same values.” Start-up C 

 

Another highly relevant contextual factor seems to be the partners of the different start-

ups. Start-ups A and F are both dependent on the knowledge and effort their partners 

provide on a local basis in the foreign markets the company is involved in. Start-up D 

also demonstrated this contextual link since their attempts to measure are highly affected 

by the cultural differences that complicate the communication through interviews. 

Another contextual factor that affects the ability to run and measure business efforts is 

other contacts that are not direct partners but who still contribute in some way to the 

operations, as mentioned by start-up B and C. Additionally start-up C talks about 

effectuation and mentions that contacts can have a positive influence on the business if 
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their knowledge is utilized and start-up B mentions that they have worked with advisors 

who have helped them to work with metrics and towards targets. 
 

The financial resources have shown to be important since start-ups E and F both imply 

that the initial limitation in finances has slowed them down. Start-up B prioritises paying 

shareholders and investors back which implies that there will be less funds left to finance 

other business aspects such as marketing until the business is completely self sustaining. 

However, depending on the business model the start-up might be less dependent on funds 

and more dependent on knowledge and experience. 

 

4.2.5 Priorities 

 

In terms of priorities, the start-ups seem to be influenced by the stages they are in as well 

as by what factors of the business model require more attention. For start-ups A and D it 

is important to address weaknesses and to continue making improvements of the product 

or service that they offer to better match the market and the parties involved. In the case 

of start-up A, this means looking at completion rates and analysing what difficulties 

course-takers have while using the learning service. Start-up D says that the business 

model is adequate but that there are some aspects in their practice that need to be 

addressed, for example they wish to standardise the quality of their service in the 

different communities they work with.  
 

“We want to translate that attention into actual course completions so now that 

we have been able to prove that the process does scale, we want to make sure that 

it scales in a direction that is extremely meaningful for each of the people who 

come to use [our web app].” Start-up A 

 

“In practice there are still some weaknesses that we have to tackle. [...] The 

reliability of the contact persons is probably the most pressing one [...]. And some 

villages work better than others, so [we are interested in] how can we make sure 

that our concept works in all villages.” Start-up D 
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Start-up D also mentions that they prioritise rapid expansion through growing sales, just 

as start-ups C and E, who both prioritise growing their user base through brand 

recognition and improved online marketing.  
 

“We constantly work on increasing our user base.” Start-up C 

 

“[Our priority is] getting users to use our service.” Start-up E 

 

Start-up B has a highly operational focus and also wishes to grow their brand recognition, 

through which they will be able to scale up and form a valid, self sustainable business. 

Similarly the priority of start-up F is very operational as they focus on finishing their 

latest projects and looking for more opportunities where they can start new projects. They 

also wish to contact investors to increase their funding which will help them to manage 

more projects and stabilise their business. 
 

“The priorities right now are very operational. [...] On the other hand [we aim] 

to grow the brand recognition and sales of our end products.” Start-up B 

 

“We are focusing on contacting investors, that is an everyday thing. [...] A lot of 

parallel things going on and since we are so few we pretty much divide ourselves 

in what we can do.” Start-up F 
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5 Analysis 

_____________________________________________________________________________________ 

This chapter will include the analysis of the empirical data through the coding processes 

of open, axial and selective coding. Furthermore the authors will describe the proposed 

model in relation to the empirical results. 
 

 

5.1 Open coding 

 
In the open coding process the data is broken down analytically to compare and connect 

different interviews (Corbin & Strauss, 1990). Categories are generated that can be 

divided into subcategories. Comparisons and analysis of these help the authors to give 

categories specificity and notice empirical implications by gaining theoretical sensitivity 

(Corbin & Strauss, 1990). In the open coding process the authors identified common 

themes from the interviews which are presented in Table 1.  
 

Categories      Themes 

Purpose and mission related themes -       Goals 

-       Strategy 

-       Priorities 

-       Business – Mission fit 

-       Better world 

-       Social change 

Stakeholder related themes -       Funders and investors 

-       Partnerships 

-       Customer acquisition 

-       Consideration of consequences 

-       Financial accountability 

-       Mission – market fit 
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Communication related themes -       Financial communication 

-       Internal and external communication 

-       Marketing 

-       Customer feedback 

Impact related themes -       Social impact 

     Environmental impact 

-       Financial impact 

Performance related themes -       Performance indicators 

Challenges in measurement related 

themes 

-       Limitations 

-       No clear indicators 

-       Too many methods of measurement 

Human capital related themes -       Founder background 

-       Experience of the team 

-       Local responsiveness 

-       Common values within the team 

Start-up related themes -       Time 

-       Scaling up 

-       Opportunity 

-       Validation 

-       Business model 

-       Operational focus 

 

Table 1 - Summary of common themes found in the interviews, generated by the 

authors (2017) 

 

The main categories that were identified by the authors were purpose and mission, 

stakeholders, communication, impact and performance, challenges in measurement, 

human capital and start-up related themes. Each of the categories include themes that 

emerged from the interviews, which were often mentioned in multiple interviews. An 
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example of the open-coding process has been provided in the appendices (see Appendix 

3). Many of the themes could be seen as interlinked, leading the authors further towards 

the axial coding process. 

5.2 Axial Coding 

 

 
 

Figure 4 - Axial coding, generated by the authors on the basis of Corbin and 

Strauss (1990) 

 

In the process of axial coding the authors made use of the suggested coding paradigm by 

Corbin and Strauss (1990) which includes reason, conditions, context, strategies and 

consequences (see Figure 4). The paradigm simplified the connecting of the previously 

identified subcategories to the main category as it explains the relations between them. In 

the center of the axial coding is the researched phenomenon, thus performance 
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measurement. The first suggested link that should be considered based on the paradigm is 

the reason, meaning what led to the researched phenomenon or what leads to the urgency 

of researching the phenomenon (Corbin & Strauss, 1990). In this research, the reason or 

urgency for the focus on performance measurement has been identified as the external 

and internal pressure on a social enterprise start-up to approach and implement 

performance measurement. This is based on the empirical findings as all interviewed 

social enterprise start-ups argued that they find performance measurement necessary 

either because it is beneficial for the communication with external stakeholders, which 

thus depicts an external pressure, or they realized that measuring will support their 

operations and especially the achievement of future goals, thereby referring to internal 

pressures. 
 

“Well since the beginning we have known that we have to do some kind of 

measurement in order to be credible, of course for a start-up the main motivation 

is always the investors [...] ” Start-up D 

 

“[Performance measurement is beneficial] to see what our growth potential and 

downfalls are, strengths and weaknesses, which areas we should and should not 

focus on [...]” Start-up E 

 

“[...] we as individuals see how everything is progressing through the numbers 

and through the qualitative feedback” Start-up A  
 

The next relation is based on the context of the phenomenon, so conditions or factors that 

influence the operations in regard to the phenomenon (Corbin & Strauss, 1990). The 

context of performance measurement depends widely on the market and environment of 

the social enterprise start-up, however two factors have been repeatedly mentioned in the 

conducted interviews: the phase of the start-up and set goals. Thus those subcategories 

have been linked to performance measurement as contextual factors, as they influence the 

ability and attitude of the social enterprise start-up in the approach to performance 

measurement. Several of them highlighted during the interviews that due to their early 

stage they are unable to measure performance and especially impact because they have 

not gathered sufficient data or have not put much effort into identifying a suitable way of 
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measuring. Additionally interviewees clearly stated that based on their set goals, they 

realize the usefulness as well as importance of implementing performance measurement. 
 

“We are in a very early stage [...] so in terms of measuring impact, we do not 

have a specific way or protocol that we follow to measure the impact we 

generate.” Start-up B 

 

“We can not measure our impact if we have not had operations, so a certain time 

has to pass before we can say what our long term impacts are.” Start-up D 

 

“[...] finding the perfect product-market fit is the first step, but [...] we do 

acknowledge that every business activity has an effect on the environment and 

also social impact so we do want to measure those.” Start-up C  
 

In regard to conditions related to the researched phenomenon, the following 

subcategories have been identified: financial resources, human capital, and founder 

background. These conditions influence the carried out strategies of a social enterprise 

start-up, as it limits or enables them to approach performance measurement through 

different metrics or frameworks.  
 

“Measurement in general is not seen as a core activity for the company and no 

one really has experience for it.” Start-up D 

 

“We have been self-funding ourselves so far. It has been quite hard because, as 

you can imagine it costs to push forward the company.” Start-up F  
 

“We have advisors who have a background in consultancy [...] so they search for 

a way of looking at businesses and devices in metrics and organising work 

around targets.” Start-up B 

 

Any chosen strategy by the social enterprise start-up to tackle the phenomenon of 

performance measurement is linked to consequences. Throughout the conducted 

interviews, several consequences have been determined as they have been mentioned by 
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multiple interviewees: improved internal performance, continuous funding, satisfied 

stakeholders and validation of the business model.  
 

“ We will always use the feedback to progress in the direction that the users want 

us to go.” Start-up E 

 

“[...] from the point of view of attracting new partners and customers it is 

important for us to show that this is how much attention we are able to attract 

[...]” Start-up A 

 

“One of the consequences is the validation of the company itself. We can say we 

are a social venture but if we fail to measure a social value [...] then it is difficult 

to validate the existence of the company.” Start-up D 

5.3 Selective coding 

 

Selective coding is very similar to axial coding, as it is the “process of integrating and 

refining the theory” (Corbin & Strauss, 1998, p. 143). The first step in this process is the 

identification of the core category of the researched phenomenon to which each 

previously identified category is related (Corbin & Strauss, 1990). Thus the core category 

represents the main analytic idea of this research as all other themes and categories are 

related to it. During this research process the category of validation continuously emerged 

in various contexts and thus has been identified as the core category within the 

phenomenon of performance measurement for social enterprise start-ups.    
 

Validation has previously been identified as a consequence of performance measurement 

(see Figure 4) but throughout the data collection and prior analysis it became apparent 

that most operations and efforts of a social enterprise start-up are done with the aim to 

validate the business model. Therefore it is the main analytical idea and finding with 

regard to social enterprise start-ups since validation is already reached by fully 

established social enterprises. After reaching validation, measurements mostly intend to 

assist linking performance and impact. One of the main categories that has been 

determined is stakeholders or stakeholder related themes (see Table 1). If linked to the 

concept of validation, stakeholders can be seen as the reason for the need of validation 



 
 

 
 

49 

and once validation is reached stakeholder relations are positively affected. This is 

because a social enterprise start-up needs to prove their reason of existence, thus reach 

validation, to be able to communicate and negotiate with its stakeholders effectively. 

Thereby validation helps start-ups to communicate with its funders, investors, partners 

and customers which subsequently improves the start-up’s operations as it proves the 

mission-market fit. This thought is supported by multiple authors identifying a crucial 

link between stakeholders and performance measurement by suggesting a multiple 

constituency approach (Arena et al., 2014; Campbell & Lambright, 2014; Costa & Pesci, 

2016; Connolly et al., 1980; Jun & Shiau, 2011; Luke et al., 2013).  
 

Two of the main categories, purpose and mission related themes as well as start-up 

related themes, influence the core category as they define the context. Reaching 

validation is highly affected by the start-up’s strategy, goals, priorities and business-

mission fit, within purpose and mission related themes, as these factors define the 

operations. Additionally the start-up related themes, which include time, opportunity, 

business model as well as operational focus influence the process towards validation as it 

varies based on which environment the start-up is in as well as how long it will take to 

prove the business model. This can be linked with the success factors of social enterprise 

start-ups as it has been identified that the formalisation of opportunity and the awareness 

of the mission are crucial for a social enterprise start-up to succeed (Katre & Salipante, 

2012).  
 

Three of the main categories have been identified as strategies in relation to validation: 

communication related themes, impact related themes and performance related themes. In 

order to reach validation, a start-up needs to successfully communicate its purpose and 

effectiveness which is why internal and external communication, which includes 

marketing and customer feedback, is of major importance. Besides, it is essential to 

understand the start-ups social, environmental and economic impact whilst identifying 

performance indicators, as these can be used to prove the business model and to 

implement appropriate performance and impact measurements. Similarly multiple authors 

have discussed the combination of different measurement systems and the need to link 

the measurement with the dual accountability of the social enterprise (Arena et al., 2014; 

Grieco et al., 2014; Luke et al., 2013; Luke, 2016).  
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The two main categories of challenges in measurement and human capital can be linked 

to validation as conditions that influence the strategies aiming for validation. Challenges 

in measurement include limitations, based on financial or human capital, having no clear 

performance indicators as well as the vast amount of measurement methods, which are all 

factors that affect the ability of pursuing validation through performance measurement. 

These findings are in line with discussions by multiple authors on the challenges of 

performance measurement, bringing up similar themes in their research (Arena et al., 

2014; Ebrahim & Rangan, 2010; Ebrahim & Rangan, 2014; Grieco et al., 2014; Polonsky 

et al., 2016). Human capital is especially relevant in this context, as the founder 

background, the experience and values of the team and the local responsiveness can have 

a great impact on the achievement of validation. The individual dimension has also been 

emphasised by Perrini et al. (2010) in their research as crucial for the start-up process of 

social enterprises. 
 

During the process of selective coding, two factors have been identified as especially 

relevant for the concept of validation: time and the business model. Time is important as 

a business needs to operate for a while to be able to gather enough data to prove 

performance through performance measurement metrics, which is often required by 

stakeholders as a mean for validation. The business model is crucial, because depending 

on how thorough an opportunity has been identified, evaluated and formalized the start-

up can then exploit the opportunity and scale up their operations (Perrini et al., 2010). 

Thus in order to reach validation, which simplifies the scaling-up process essentially, the 

start-up has to formalize its business model considering the concepts of opportunity and 

market-mission fit. Therefore time as well as business model aspects have been included 

in the proposed model (Figure 5).  
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5.4 Proposed model 

 
 

Figure 5 - Model for approaching measurement as a social enterprise start-up, 

generated by the authors (2017) 

 

The proposed model (Figure 5) stems from the three coding processes and borrows the 

main concept of the process-based view of social entrepreneurship (Perrini et al. 2010, 

Figure 1). This entails the five stages of social enterprise start-up development: 

opportunity identification, opportunity evaluation, opportunity formalisation, opportunity 

exploitation and opportunity scale-up. These stages build the center of the proposed 

model, as they do not only depict a timeline but also can be connected to the progress of 

achieving validation. The stages, represented in circles, are overlapping as many start-ups 

are found to be in between stages or moving forward and backwards over time. They 

additionally have been coloured, representing the suggested steps involved in 

approaching the implementation of performance measurement. 
 

The first two stages of opportunity identification and evaluation focus on the broad 

question of why the social enterprise exists and should exist. Thus the identified 

opportunity is evaluated based on opportunities and weaknesses, until the start-up 
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believes that they can effectively seize the opportunity by designing a suitable business 

model. In the phase of opportunity evaluation, the concept of performance measurement 

should be discussed and prepared in relation to the business. This means that the start-up 

should gather insights of what information could be useful for future measurement by 

identifying possible indicators as well as understanding what impact is desired. Based on 

the interviews it became apparent that start-ups in more developed stages have actively 

thought about performance measurement and possibilities to implement a system from 

early stages onwards, which is why the authors propose the stage of opportunity 

evaluation as the starting point for approaching performance measurement.  
 

This leads to the next broad question of how the social enterprise start-up intends to deal 

with the evaluated opportunity. Therefore opportunity evaluation and formalization focus 

on finding a market-mission fit, so formulating the business model to fit to the 

opportunity as well as the targeted market. The stage of opportunity formalization 

represents the phase of performance measurement preparation, which takes the previous 

consideration of performance measurement a step further as the initial ideas and thoughts 

are finalized. This includes the evaluation of several performance measurement metrics 

as well as choosing clear indicators that will function as the basis for the measurement. In 

this step it can be helpful to conduct a research on how similarly positioned social 

enterprise start-ups have approached and implemented performance measurement. As 

identified in two out of the six interviews, the start-ups that were positioned within 

opportunity evaluation and formalisation had a clear lack of understanding which 

indicators would be useful whilst being unsure which metrics to consider. Furthermore, 

two start-ups that have been categorised between opportunity formalisation and 

exploitation, proved a better understanding of aforementioned matters and had a clear 

idea of how they would approach performance measurement as soon as they gathered 

enough data.  
 

Towards the next stage of opportunity exploitation, the formulated business model is 

clarified and proven through the implementation of performance measurement metrics 

and a conscious testing phase of the appropriateness of chosen metrics. The testing 

should include continuous communication with the stakeholders and adaptations of the 

metrics based on their needs. Thereby the question of what the start-up intends to do and 
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what it is achieving can be answered. Throughout the interviews several start-ups stated 

that the measurement of performance has not only optimized their operations and 

effectiveness, but also simplified their negotiations and communication with their 

stakeholders. Thus the authors propose that at this stage, measurement should be 

implemented and tested in order to ensure validation as well as to support the future 

growth opportunity of the business.  
 

Throughout the stage of opportunity exploitation the main aim is to reach validation as it 

helps for the scaling-up process, so the questions of who do we affect, where do we have 

operations or impact as well as to whom do we communicate or report are addressed. As 

the stage of scaling up is reached, the business should be validated and performance 

measurement should be incorporated in the daily operations. At this stage the start-up 

should be able to implement an additional impact measurement system, as enough time 

for data collection has passed and the operations are likely to already have achieved a 

sufficient impact that can be proven through measurement. The impact measurement 

clearly depicts a benefit for scaling-up, as stakeholders as well as potential partners can 

see what the start-up has achieved so far and thereby are able to forecast their potential 

impact in the future.  
 

As the field of social entrepreneurship is very complex and diverse, this model is 

influenced by various contextual factors. The empirical findings proved that the approach 

towards performance measurement is highly affected by the background of the start-ups’ 

team. If any of the employees possesses experience in regard to measurement, the model 

can be followed more efficiently whilst if the team is rather inexperienced, outside 

support could be considered as a way of gaining the required knowledge to implement a 

suitable measurement system. In addition to the human capital, financial capital resources 

can be viewed as an important contextual factor. This is supported by the empirical 

findings as lack of financial resources was mentioned as a limiting factor for 

measurement. Another contextual factor that highly affects the model is what type of 

business the start-up is in, as it is easier to quantify results in some operations, whilst for 

others it is difficult to identify essential performance indicators. Besides, the social 

enterprise start-up is highly influenced by their various stakeholders that require different 

information over time, which is why a constant communication with them is essential for 
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approaching performance measurement. Thus for some start-ups it might be easier to 

follow through the model in a timely manner, while others might require a longer time 

period or outside support in order to successfully implement a measurement system. Even 

though these contextual factors influence the approach to measurement, each social 

enterprise start-up is unique which means that these factors cannot be depicted in the 

model or be linked to a specific phase.  
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6 Conclusion 

_____________________________________________________________________________________ 

This chapter will give a brief summary of the findings and analysis as well as discuss the 

fulfilment of the purpose. Further this chapter will answer the research question of the 

paper.  

 

The purpose of this thesis has been fulfilled by proposing a model that describes the 

process of approaching performance measurement for a social enterprise start-up. The 

model was the result of three coding phases based on the empirical findings as well as 

constant comparison with the frame of reference. The authors evaluated how certain 

characteristics of the start-up phase can influence the approach and suggested steps that 

can counteract these challenges. The main finding is that social enterprise start-ups 

should approach performance measurement in order to reach validation, as there is clear 

evidence based on the six conducted interviews that it is beneficial for a social enterprise 

start-up to incorporate measurement systems. Furthermore the identified research 

question of “How should social enterprise start-ups approach performance measurement 

given the challenges in their phase of development?” can be answered through the 

proposed model.  
 

The model connects the phases of the social enterprise start-up process to the concept of 

validation and describes the proposed approach to measurement. The empirical results 

concluded that the start-ups were often not aware of their stakeholders and did not 

consider their influence on the operations, leading to issues in measurement. Additional 

identified challenges of social enterprise start-ups included lack of information, unclarity 

of expectations as well as lack of resources. These challenges were found to be specific to 

each phase of development as well as for each start-up in question, supporting the idea 

that there is no such thing as “one-size fits all”. Therefore each phase of the social 

enterprise start-up process has been analysed in order to gain an understanding of the 

relevant challenges and priorities at each phase.  
 

Performance measurement should be strongly linked with the operations from the start as 

continuous performance measurement can help a social enterprise start-up to prove their 

business model and to reach the scaling-up phase faster. In the proposed model it is 
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suggested to start the process of approaching performance measurement at the phase of 

opportunity evaluation and then continuously work towards the implementation at the 

phase of opportunity exploitation. However it is crucial to continuously collect data 

which can later be used in measurement as well as engage in continuous communication 

with relevant stakeholders, as they require various information. In this way more 

resources and knowledge can be gathered, which allows the social enterprise start-up to 

have enough time to reach a formalised opportunity and exploit it effectively whilst 

preparing the incorporation of a measurement system. This is especially important for 

impact measurement as the research suggests that impact measurement should not be 

focused on until the phase of scaling-up. Throughout the model it is important to consider 

the most important contextual factors of background, resources, stakeholders, time and 

business model as they can affect the approach greatly. To conclude, the model supports 

the selection of an appropriate measurement system which subsequently improves the 

immediate and long-term performance of the social enterprise start-up.  
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7 Discussion 

_____________________________________________________________________________________ 

This chapter will briefly discuss the contribution of the paper in terms of implications as 

well as limitations and suggestions for further research. 

 

7.1 Implications 

 

This thesis contributes to existing literature by filling the identified gap in the field of 

social enterprise start-ups. The research provides valuable insights into how social 

enterprise start-ups can approach performance measurement by developing a new model 

that can be used as a guide by practitioners who wish to incorporate performance 

measurement into their operations. Additionally, it provides a broad understanding of 

factors that might limit or challenge the implementation of measurement. The research 

results of this thesis present both theoretical and practical implications that will briefly be 

discussed. It contributes to the research front of the topic; performance measurement in 

social enterprises, by looking at start-ups and what approach they should consider, since 

this angle was previously lacking. 

7.1.1 Theoretical implications 
 

There are two sides to the theoretical implications regarding start-ups and performance 

measurement in social enterprises. Firstly, the thesis establishes the relationship between 

start-up phases and the related challenges to the context of approaching performance 

measurement as a social enterprise. This combination of the different aspects contributes 

with both insight and clarification of how this could be beneficial for social enterprise 

start-ups. This connection has not previously been made since existing research has been 

aimed at finding an optimal measurement metric or process that could be implemented. 

Secondly, this research discovered a critical difference between the intention of 

implemented measurements for established social enterprises and social enterprise start-

ups. The suggestion that established social enterprises measure in order to show that the 

fulfilment of their mission results in environmental or societal impacts turned out not to 

be true for start-ups. The measurements should be approached and implemented for the 
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sake of validating the business model as a response to internal and external pressures. 

Only once this is achieved the enterprise in question is able to move forward from the 

start-up phase and transition into an established business where the measurements prove 

their related impacts. 

7.1.2 Practical implications 

 

The theoretical implications and the forming of the proposed model lead the research to 

practical implications as well. Practitioners that partake in the start-up process of a social 

enterprise can get insights into measurement benefits and an optimal approach to its 

implementation by applying the proposed model. This provides a motive to start the 

measurement process and argues for the logic of approaching performance measurement 

in earlier start-up phases. Additionally, by getting insight into recurrently influential 

contextual factors, professionals in the field can review these and make use of 

suggestions given in the different areas. This can prove beneficial in regards to carrying 

out business operations in a manner that speeds up the transition between start-up phases. 

Finally, the implications give clear direction for the measurement process towards 

validation in stead of focusing efforts on measuring impact.  
 

7.2 Limitations 

 

The main limitation of this research was the time constraint that did not allow for testing 

of the proposed model through collection of more empirical data. Thus the model was 

created on the basis of the grounded theory method but was not further tested for 

verification. Additionally, the time limited the authors to only interview six social 

enterprise start-ups which limits the reinforcement of the findings. Conducting additional 

interviews with professionals in the field, such as social incubators, could have added 

valuable insights to the collected data as they would have provided a more knowledge-

based and objective perspective on the phenomenon. 
 

As start-ups are highly dependent on their available resources, especially financial and 

human capital, these influence their ability to approach performance measurement 

greatly. However it was outside of the scope of this research to determine to what extent 
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the relative abundance or scarcity of a resource affects the start-up’s operations. Another 

limitation relates to a geographical bias, as all interviewed start-ups were based in either 

Sweden or Finland. Thus cultural differences were not taken into account within the 

research as the start-ups were selected through convenience sampling. Especially 

geographical differences in support systems for start-ups offered by governments could 

not be taken into account, even though they might be a relevant contextual factor. 
 

7.3 Suggestions for future research 

 

The suggestions for future research are highly interlinked with the limitations of this 

thesis. Firstly it would be interesting to test the proposed model and possibly expand it 

further to include arising factors that prove to be influential. In general it would be 

beneficial to further explore the relatively unaddressed field of social enterprise start-ups. 

This research could address the differences between the industries of social enterprise 

start-ups and respective measurement approaches. In regard to this it could be relevant to 

evaluate different metrics for social enterprise start-ups and assess whether it is possible 

to propose certain metrics to certain enterprises, thereby reaching beyond the scope of 

this thesis. 
 

Furthermore the lack of cultural dimension could be considered and expanded by 

identifying contextual factors that influence social enterprise start-ups and their 

performance measurement efforts. Thus exploring the cultural dimension might be 

interesting to research further as the national support systems and culture in place can 

greatly influence how the social enterprise start-up can measure performance. This could 

be further connected to exploring cultural differences between different industries and 

types of social enterprise start-ups.  
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9 Appendices 

9.1 Appendix 1 – Interview guide 

How did you come about starting your business? What was your initial idea?  

• Mission? Purpose?   
 

Who are your key stakeholders and how do they influence your operations?   

• How do you stay in contact?   

• Are there some measurements you have been asked to deliver to stakeholders?  

 

What is your main funding source? And where did you get your initial funding?   

• If needed continuation questions:  

• How about the government? Your customers?  
 

What outcomes are you interested in achieving and for which stakeholders?  

• Do you have specific goals for these?  

• Are you taking these into account?  
 

Are you measuring performance and/or social impact?  

• Yes   

• In what way(s)?  

• What measurements do you use and how do you reason your 

choice?   

• How do you utilize the results? Who do you communicate them 

to?   

§ Are you communicating different results to different 

stakeholders?  

• How often do you measure?  

• Why so?  

• When and how did you decide to start measurement?  

• No  

• Why do you think this is so?   

• Is it a current goal for the future to start measurements?  
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• What measurements would be of most value to your 

operations?  What is needed the most? 
 

• Do you think performance measurement is beneficial for a social 

business? What are possible consequences in your opinion?  

• To what extent do contextual factors, like human or financial capital, or 

funding type, influence your operational strategy towards performance 

measurement?    

• Have you noticed during your development that measurement has become 

different?  
 

What are your priorities at the moment? How do you allocate your resources?    

• What phase you would describe yourself in being with your business?  

• Do you see performance or impact measurement can help you to develop 

further? 
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9.2 Appendix 2 – Memo-writing examples 
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9.3 Appendix 3 – Coding examples
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