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Abstract
Over the past decades, social enterprises have emerged as promising business types to address
environmental and societal challenges, by focussing mainly on the realisation of social impact instead
of financial returns. However, social enterprises have difficulties attracting financial capital from
investors. In the Netherlands, where governmental support for social enterprises is limited, the lack
of access to financial capital threatens the development of individual businesses and complicates the
growth of the entire social enterprise sector. Impact investing is a form of Philanthropic venture
capital, that has become popular to financially support social enterprises with a mission for societal
impact. To improve social enterprises’ access to financial capital in the Netherlands, a clear
understanding is required of how Philanthropic venture capitalists value the investment criteria
considered for the evaluation of potential portfolio companies. This knowledge helps social
enterprises to align business proposals for investments with the demands and preferences of impact
investors. Therefore, this study aims to determine the weights (importance) of different investment
criteria from the perspective of Dutch Philanthropic venture capitalists by conducting Best Worst
Method, which is a popular multi-criteria decision-making method. Furthermore, the objective of this
thesis is to propose a framework that Philanthropic venture capitalists can use to optimise
investment decisions, ultimately contributing to successful partnerships between the investor and
the investee in the long term. The thesis results show that ‘Potential’ and ‘Management team’ are
evaluated as the most important investment criteria by Dutch Philanthropic venture capital experts,
whereas ‘Assessment of the deal’ and ‘External environment’ are of low importance in the early
evaluation phase before investments. Besides, applying outcomes of the Best Worst Method in a
case on a Philanthropic venture capital firm in the Netherlands, conducted among an investment
decision-maker, show that the proposed framework takes the personal investment preferences of
investors into account and is useful to rank portfolio companies based on their value/performance.
Keywords: Social enterprise, Philanthropic venture capitalists, Investment criteria, Best Worst
Method, Framework for investment decision-making
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1. Introduction
The opening chapter, the introduction, provides a broad perspective on the background of this
research and gives context to the research problem addressed in this thesis. Thereafter, the research
objectives are presented, along with a description of the scientific contributions and theoretical and
practical relevance of this research. This chapter concludes with an outline of how the thesis is
structured.

1.1.

Background

Our world is confronted with a variety of complex problems, of which climate change and social
inequality are among the most significant. Many of the problems have a cross-border impact or are
caused by the design of our current economic system with businesses operating in a linear economy
(Circle Economy et al., 2018). Due to the global impact and scope of the problems, national
governments alone are not always capable of handling the challenges all at once. Therefore, a
systematic change is required by the business sector themselves to take matters into their own
hands, and start being more involved in an increasingly sustainable global society with less focus on
linear economies chasing exponential growth. To realise that, companies across the world need to
re-evaluate their business models and look past desires for profit maximisation to become more
sustainable (Van Tulder et al., 2014; Volery, 2002). Innovative businesses, with a mindset for tackling
environmental and social issues, play a crucial role in this change of system in the business sector
(Scarlata & Alemany, 2008). These types of businesses are not designed according to the paradigms
of linear economies and the maximisation of financial returns but aim mainly for the realisation of
societal impact (Miller & Wesley, 2010). Today, these innovative businesses are better known as
social enterprises.
However, like most start-ups, social enterprises are often not profitable in the early growth stages
(Marcus et al., 2013). Besides, since social enterprises try to tackle present-day unsolved issues in
society, their business models usually have not yet proven to be successful (McKinsey & Company,
2011). Consequently, loans from traditional financial institutions, such as commercial banks and
venture capital funds, are often not accessible for social enterprises (Scarlata et al., 2012). This lack
of access to financial capital threatens the growth and development of social enterprises and reduces
their potential to address world problems and make a societal impact. In some countries, like the US
and the UK, national governments are involved in the provision of support and capital to enterprises
aiming to make a social impact. However, in the Netherlands, governmental support for social
enterprises is limited (PricewaterhouseCoopers, 2014). This leaves Dutch social enterprises struggling
for access to financial capital, which limits their growth and makes them even more dependent upon
the willingness of private investors. Therefore, this thesis focuses specifically on social enterprises in
the context of the Netherlands.
Unlike traditional financial institutions, Philanthropic venture capitalists (PhVCs) share the values of
social enterprises to make a social impact and are willing to carry the risk of investing in them
(Scarlata & Alemany, 2008). Alongside the rise of social enterprises, impact investing has emerged in
the Netherlands as a form of Philanthropic venture capital (PhVC) in the last decade. In recent years,
the amount of impact investors in the Netherlands has increased to significant proportions, varying
in forms of crowdfunding, funds, foundations, or impact investment funds (Social Enterprise NL,
2019). With this increase, impact investors in the Netherlands obtained a vital role in the
development of social enterprises. Investments from impact investors (in the sequel of this thesis
referred to as PhVCs) have become crucial to develop Dutch social enterprises into financially healthy
1

and successful ventures (Social Enterprise NL, 2019), which is why this thesis focuses specifically on
this form of PhVC.
Despite the willingness to invest in social enterprises, PhVCs pay, like all decent investors, great
attention to the selection of portfolio companies and have adopted strict processes of due diligence
through screening and evaluations (Miller & Wesley, 2010; Scarlata et al., 2012). The careful due
diligence is caused by the long-term partnerships PhVC investors engage in (Miller & Wesley, 2010)
and the risk of exposure to asymmetric information in the investment process (Scarlata et al., 2012).
Therefore, social enterprises have to meet different requirements and investment criteria to qualify
for potential financial injections from PhVCs.
The limited governmental support in the Netherlands, the lack of access to financial capital from
traditional institutions, and the rigorous due diligence from PhVCs complicate the search of Dutch
social enterprises for financial investments. Ultimately, the limited access to financial investments
slows down the growth opportunities of the social enterprises in the Netherlands and threatens their
potential to address pressing environmental or social problems from a business perspective
(McKinsey & Company, 2011; PricewaterhouseCoopers, 2014).
For social enterprises, the difficulties to attract venture capital may originate from a lack of
knowledge about the existence and importance of investment criteria considered by PhVCs before
investing (PricewaterhouseCoopers, 2014). From a theoretical perspective, clear knowledge on how
PhVCs value the importance of investment criteria is lacking in scientific literature as well (Scarlata et
al., 2012; Miller & Wesley, 2010). This leaves ample research opportunities to discover how PhVCs
use investment criteria in the evaluation of future investments. In the end, increased insights in the
screening and evaluation phases before investments by PhVCs will address this knowledge gap in
current scientific literature, and help social enterprises to align their business proposals for financial
capital with the demands of PhVC investors. Social enterprises are more likely to receive funding
when their business proposals correspond with the investment requirements of PhVCs, and attention
is paid to the importance of investment criteria used for the evaluation of portfolio companies. Since
social enterprises do not have the luxury to choose among many investors themselves, this thesis is
written from the perspective of PhVCs on their evaluation of different investment criteria. In the end,
this knowledge will increase the access of social enterprises to financial capital and investments.

1.2.

Research objectives and research questions

This thesis aims to determine how PhVCs in the Netherlands appreciate and value different
investment criteria. Therefore, this research focusses in particular on the importance of the five most
important main investment criteria and fourteen sub-criteria considered by Dutch PhVCs, by
comparing the criteria among each other and calculating their exact numerical weights through Best
Worst Method (BMW), which is a well-known multi-criteria decision-making (MCDM) method. This
research proposes a framework that can be used by PhVCs to make optimal investment decisions.
The framework prepares a situation for PhVCs to evaluate the importance of different investment
criteria and finally help to select social enterprises that perform best and match the demand of the
investors.
Based on the research objectives, the following research question is formulated for this thesis:
What is the importance of the different investment criteria that Dutch Philanthropic Venture
Capitalists consider, when investing in social enterprises in the Netherlands?
2

This main research question is divided into five sub-research questions, which give more structure
and necessary background to the topic of this research:
▪
▪
▪
▪
▪

1.3.

What are the motivations of Dutch PhVCs for investing in social enterprises?
What are the general investment practices and stages of Dutch PhVCs to select potential
ventures for their portfolio?
What are the investment criteria that Dutch PhVCs consider?
What are the weights of the investment criteria that Dutch PhVCs consider?
What are the recommended improvement strategies for Dutch social enterprises to increase
their access to financial capital, based on the weights of the investment criteria?

Theoretical and practical implications and relevance

First of all, by determining the exact importance of the investment criteria, their weights, and
comparing the criteria among each other, this thesis contributes theoretically to studies that have
established the investment criteria of PhVCs earlier on. Namely, the calculated weights of the
investment criteria address the questions raised in literature about the appreciation and valuation of
PhVC investment criteria. By conducting a multi-criteria decision-making analysis, in the form of
BWM, the outcomes precisely indicate the optimal numerical weights of the investment criteria,
from the perspective of PhVCs in the Netherlands. The pairwise comparisons that were conducted in
BWM in this thesis, therefore result in a clear relationship between the criteria and indicate how the
investment criteria were evaluated among each other by Dutch investment experts. The experts
consist of 17 investors in the field of social investments, working for foundations, investment funds,
or commercial banks with ample knowledge on the importance of the investment criteria, fitting the
aim of this research.
Next to the evaluation of the main investment criteria, this thesis gives insights into how PhVCs can
evaluate different social enterprises and finally select the ones that perform better from the
perspectives of PhVCs. By proposing this framework for investment decision-making, as was done by
applying data of the criteria weights in a case, this thesis contributes theoretically to the field of
social entrepreneurial science. The design of the framework improves the optimal investment
decision-making, by matching the preferences of the investors to the performances of social
enterprises. In theory, the proposed framework can be used by PhVCs to choose the most beneficial
investments, which contributes to a fertile long-term partnership between the investor and the
investee, in this case, the social enterprise. Therefore, this framework for investment decisionmaking adds to current scientific literature, and has relevance for the entire social entrepreneurial
sector with its practical implications.
Besides the scientific and theoretical contribution, the findings of this thesis have social and practical
relevance as well. The calculated weights of the main investment criteria and the sub-criteria, lead to
a recommended improvement strategy for Dutch social enterprises to increase their access to
financial capital. The exact insights that this thesis provides in how PhVCs value their investment
criteria, will help social enterprises to formulate more focussed and adequate business proposals for
financial capital that match the PhVC investment criteria.

3

1.4.

Structure of the thesis

The structure of this thesis contains six chapters in total, all presenting different components
contributing to the content of this research. Chapter 2, following this introduction, presents the
theoretical background on the concepts relevant for this thesis, such as social enterprises and PhVCs.
Furthermore, this literature review provides answers to the first three sub-research questions, by
discussing existing scientific literature on social entrepreneurial financing and investment criteria.
The methodology used for this study is presented in the third chapter of this thesis. More specifically,
the multi-criteria decision-making method used in this research, in the form of BWM, is explained,
alongside the process of data collection and the application of the criteria weights in a case. Chapter
4 presents the results that were found as a result of the empirical research, after which these results
are discussed and compared with existing literature in chapter 5. Ultimately, the conclusions,
limitations, and recommendations for future directions are discussed in the last chapter of this
thesis, chapter 6.

4

2. Literature review
This literature review provides relevant background information on the social entrepreneurial sector
and related investment landscape. The knowledge presented in this literature review increases the
contextual understanding and gives concise definitions of the key concepts that are used in this
research. Next to that, the retrieved information in this literature review assists in answering subquestions of this research.
The literature review starts by giving an overview of the different business typologies in section 2.1,
after which the definition of the main business typology in this research, social enterprises, is
provided in section 2.2. Section 2.3 discusses traditional venture capitalists (VCs), PhVCs, and their
differences. Thereafter, the investment rationalities and logics in social entrepreneurial financing are
presented in section 2.4. Increased insights into the perspectives of social financing help to get a
better understanding of the motivations for PhVCs in general to invest in social enterprises.
Therefore, the first sub-question ‘what are the motivations of Dutch PhVCs for investing in social
enterprises?’ is partly answered in section 2.4 of this chapter. The other part of this sub-question,
concerning the motivations for specifically Dutch PhVC, is answered after the investment criteria are
mutually evaluated and will be discussed in the results in chapter 4. Another important aspect that is
discussed in this chapter is a review of the investment model and related investment criteria, used by
PhVCs to select potential portfolio companies. The literature review on the investment model of
PhVCs will answer the second sub-research question, in section 2.5 of this chapter: ‘what are the
general investment practices and stages of Dutch PhVCs to select potential ventures for their
portfolio?’ The chapter closes in section 2.6 with an overview and discussion of the five most
accepted investment criteria, according to scientific resources. This overview is necessary for the
mutual evaluation of the investment criteria, and therefore of crucial importance to the execution of
the empirical research. Next to that, the list of investment criteria will help answer the third subresearch question ‘what are the investment criteria that Dutch PhVCs consider?’

2.1. Review of different types of businesses
Since this thesis report focuses on the investment criteria considered for social enterprises, it is
important to precisely define what social enterprises are and how they relate to ventures in the
traditional business sector. Therefore, this paragraph gives an overview of the different business
types that are out there, before the definition for social enterprises that is used in this research is
presented.
The different business typologies that can be distinguished, are divided into ventures that aim for
financial value, social value, or both (Shaerpa, n.d.). Firstly, there are traditional businesses with the
primary aim to generate as many financial yields as possible. These traditional businesses may be
willing to donate parts of their profits to charitable organisations or may have adopted a CSR
strategy, but economic profitability remains their priority (Ebrahim et al., 2014). Secondly, social
enterprises (SE) can be distinguished. This type of business can vary from ventures combining profit
and social goals or businesses that reinvest their returns to stimulate social impact. Social enterprises
can be characterised by their desire to realise impact first, and put less emphasis on economic
profitability. Thirdly, some organisations, also known as charities or non-profits, target primarily
social outcomes (Ebrahim et al., 2014) and ‘impact only’ (Shaerpa, n.d.). In Figure 1, an overview is
provided from the different business typologies as recognised by Shaerpa (n.d.).

5

Figure 1: Business types (source: PricewaterhouseCoopers, 2014; Shaerpa, n.d.)

2.2. Social enterprise: the definition
It is difficult to precisely define social enterprises, since the scientific literature on this concept is
inconclusive (Short et al., 2009) and various definitions are used throughout articles and papers. The
definitions provided in the scientific literature over the years lay out different characteristics of social
enterprises, which makes it challenging to select the predominant definition of the concept. In this
paragraph, various aspects and characteristics of social enterprises that come up in literature are
discussed. Thereafter, a conceptual definition of social enterprises that is most suitable for this
research is formulated.
According to Miller & Wesley (2010), social enterprises can be considered as hybrid organisations
that tackle social issues and create value by being innovative and looking for opportunities that are
unrecognized yet. The social enterprise can either provide products that have positive outcomes in
the community, or they can focus on innovative social services (Miller & Wesley, 2010). The
innovative attitude of these social entrepreneurs can be explained by their desire to breach the
status quo and approach problems with increasing efficiency (Hynes, 2009; Miller & Wesley, 2010).
As said, in traditional entrepreneurship, profit margins and financial returns play a key role in
business models. However, whereas social enterprises primarily aim for the realization of social
value, financial revenues may be reinvested in the organisation to serve the social mission and
further improve the practices (Scarlata & Alemany, 2008; Miller & Wesley, 2010). Scarlata & Alemany
(2008) argue that entrepreneurs should let their venture operate in a legal form that most
adequately fits the purpose of realizing the social outcome. This is recognized in literature, since two
directions in definitions can be distinguished, according to Leborgne-Bonassié et al. (2019).
Some scientists use definitions where social enterprises are described as exclusively non-profit
(Weerawardena & Mort, 2006). This is considered as a narrow definition in the literature (Austin et
al., 2006), where the social aim is indispensable and the most important activity of ventures. In the
broader definition, it is stated that financial returns are of certain importance to social entrepreneurs
and it cannot be excluded in the definition (Boschee, 2001). This broader definition points to a
mindset, rather than the degree of profitability, that determines if ventures can be regarded as social
enterprises or not. This social mindset can settle in different sectors, regardless of the legal form of
the company (Austin et al., 2006). The social mission of businesses can therefore be driven by the
desire to create high societal impact or by fulfilling public demands for an increased positive attitude
towards societal or environmental problems, in non-profit as well as in for-profit organisations
(Galera & Borzaga, 2009). What the narrow and broad definitions have in common is that both
include the innovative nature of the enterprises, and the desire to find answers to pressing
environmental or societal issues (Austin et al., 2006).
The definition that is used by the European Commission recognises that there is no particular legal
form that characterises social enterprises, and therefore leans more towards a broad definition for
social enterprises. The Social Business Initiative (SBI) of the European Commission, presented in
2011, states that social enterprises can operate in different legal forms, ranging from cooperatives to
6

private companies or non-profit organisations (European Commission, n.d.). The European
Commission argues that social enterprises are characterised by finding “innovative responses to the
current economic, social, and, in some cases, environmental challenges” (European Commission,
2011, p. 2). The European Commission uses the following definition for social enterprises:
“A social enterprise is an operator in the social economy whose main objective is to have a social
impact rather than make a profit for their owners or shareholders. It operates by providing goods and
services for the market in an entrepreneurial and innovative fashion and uses its profits primarily to
achieve social objectives. It is managed in an open and responsible manner and, in particular, involve
employees, consumers and stakeholders affected by its commercial activities” (European
Commission, 2011, p. 2).
The definition formulated by the European Commission includes most of the aspects and
characteristics of social enterprises that were mentioned in the scientific studies, as discussed above.
It is therefore considered as a thorough definition, that is appropriate to describe the concept of
social enterprises. Furthermore, Social Enterprise NL, the organisation that supports and facilitates
Dutch social enterprises, has adopted the definition that the European Commission uses to define
social enterprises. As a result, the definition as formulated by the European Commission is used in
this research. Thus, every time the concept of social enterprises is mentioned in the upcoming
chapters of this research, there can be referred back to the definition as presented in this paragraph.

2.3. Review of the different types of investors
Looking into the investments made in social enterprises, a distinction should be made between
traditional VCs and PhVCs. Both are providers of venture capital in the entrepreneurial sector, but
they have different characteristics, aims, and values and invest therefore in different types of
businesses (Scarlata et al., 2012). This research is focused on PhVCs and their investment criteria. It is
necessary to carefully describe the concept of PhVCs, and explain to what extent they differ from
VCs. Therefore, this paragraph provides the key aspects and the definition of VCs first, and then
discusses the key aspects and the definition of PhVCs. Ultimately, this paragraph highlights the main
differences between both types of venture capitalists.

2.3.1. Traditional venture capitalists (VCs)
The main goal of traditional venture capitalists (VCs) is to search for startup companies that have the
potential of experiencing explosive growth. When these startups are identified, VCs will provide
them with financial capital. To spread the risks of their investments, VCs compile a set of promising
startups together into a so-called portfolio. Successful selected ventures can compensate and make
up for other portfolio companies that are failing. The main idea is that the selected portfolio
companies will develop and provide high financial returns in the future (Martin & John, 2006).
Thereafter, VCs can exit the organisation when economic returns are maximised (Leborgne-Bonassié
et al., 2019) in what is called a ‘liquidity event’, usually through an acquisition or an Initial Public
Offering (IPO) (Scarlata et al., 2012). This can be a continuing process: growing startups will keep
demanding new financial injections to maintain their market position, which attracts more investors
and new venture capitalists (Martin & John, 2006). In short, according to Amit et al. (1998),
traditional VCs identify promising investments based on the potential maximisation of financial value.
According to Gompers and Lerner (1998, p. 151), VCs can be defined as follows:
“Venture capitalists are active investors who monitor the progresses of the firms in which they invest,
sit on the board of directors and meet out financing based on the attainment of milestones. VCs
monitor the strategy and the investment decisions and take an active role in advising firms.”
7

The ultimate goal of VCs to maximise economic returns on their investment makes it difficult for
social enterprises to attract them as a source of financial capital. Social enterprises have to cope with
the beliefs that their aim for realising social impact negatively affects their potential for huge
financial returns. This is also known as the Pareto assumption (Scarlata et al., 2012). Besides, social
enterprises target societal problems that have not yet presented optimal solutions, and their
business models have therefore not yet proven to be successful (McKinsey & Company, 2011). The
risk that comes along with the absence of proven business models, together with the Pareto
assumption, cause traditional VCs to withhold from investing large amounts in social enterprises.

2.3.2. Philanthropic venture capitalists (PhVCs)
PhVCs are part of a more recent and innovative movement of investors active in the funding of social
entrepreneurship (Scarlata et al., 2012). The PhVCs share the values and goals of social enterprises
since they both target a mixture of social impact and financial returns (Miller & Wesley, 2010;
Scarlata et al., 2012). The movement of PhVCs originates from traditional VCs (Scarlata & Alemany,
2009). PhVCs are intermediaries, who raise financial capital from third parties, in order to invest
these funds in enterprises that create significant value to society (Scarlata & Alemany, 2008). With
their investment, PhVCs aim to grow the social enterprise that they are engaged in and support the
entrepreneur to build a sustainable business practice. If successful, the entrepreneur can run their
operation independently from their investor, which means that the business can focus entirely on
maximising social value for the community in the long run. Consequently, the investment strategies
of PhVCs are not only focused on gaining financial returns. The creation of social impact is important
as well (Miller & Wesley, 2010; Scarlata & Alemany, 2010). PhVCs can realise this by making a
financial investment, whereas it is also possible to provide the social enterprise with advice,
consultation, or an extensive business network (Scarlata & Alemany, 2010). Thus, PhVCs are not only
providing financial capital to social enterprises; their investment can be considered as a partnership
to create as much social value and impact as possible. In return for the investment, PhVCs obtain
influence in the decision-making of the organisation, which is comparable to the investment
practices of traditional VCs (Miller & Wesley, 2010). To define PhVCs in this research the following
definition is used, formulated by Scarlata & Alemany (2008, p.3):
“Philanthropic venture capitalists are social subjects whose aim consists of investing those funds
raised from various donors - who may be wealthy individuals, enterprises, and/or foundations - in
organizations with high social impact. In order to maximize the social return from the investment,
PhVCs engage in a value-added partnership with the target organization and mete out financing
based on the reaching of milestones. As such, PhVCs monitor the progress of the firms they back not
only providing capital but also expertise and strategic guidance. Besides, in case PhVCs take a seat in
the board of directors of the organizations they back, they retain important rights which allow them
to intervene in the company’s operations when necessary.”
The shared value and goals of both PhVCs and social enterprises, and the fact that PhVC are engaged
in developing the social enterprise towards a sustainable and financially healthy organisation, results
in a potentially ideal partnership. However, the willingness of mainly PhVCs to invest in the social
entrepreneurial sector, makes social enterprises greatly dependent upon them. Therefore, a fit
between the investment criteria of PhVCs and business proposals of social enterprises is important,
to secure ongoing financial investments necessary for the growth of the social entrepreneurial
sector. Consequently, this research focuses on the importance of the investment criteria from the
perspective of PhVCs, rather than the criteria of traditional VCs.
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2.3.3. Differences between VCs and PhVCs
Concerning the desired outcomes and value propositions of both VCs and PhVCs, important
differences can be distinguished. The main difference that can be identified is that the funds of
PhVCs are only invested in ventures that generate significant and positive societal impacts (Scarlata &
Alemany, 2009). Although this may be combined with economic profitability, financial results are
never the ultimate target and social returns on investments must always be present according to the
beliefs of PhVCs. This is also known as a dual organisational identity (Miller & Wesley, 2010). Besides
that, another known difference between traditional VCs and PhVCs is that the latter usually values
human capital over specific market characteristics, such as size, growth, and customer segmentation
(Leborgne-Bonassié et al., 2019). Furthermore, since PhVCs value their investment in social
enterprises as a partnership with real involvement, they support the social enterprise over the whole
course of actions within the organisation. This is different from traditional VCs, where investments
are usually project-based or targeted towards a specific program (Scarlata & Alemany, 2009). Figure
2 shows a visual representation of the main differences between both types of investors.

Figure 2: The aims of PhVCs and VCs (adopted from: Leborgne-Bonassié et al., 2019)

2.4. Rationalities and logics for impact investments in social enterprises
Now that the definitions and differences between VCs and PhVCs are provided, attention can be paid
towards rationalities and logics behind investments in the social entrepreneurial sector. Therefore,
this paragraph gives insights into the motivations for social entrepreneurial financing and describes
impact investments, the form of PhVC that is centralised in this thesis. As a result, the first subquestion of this research is partly answered in this paragraph: ‘what are the motivations of Dutch
PhVCs for investing in social enterprises?’
There are different perspectives of financial investments in social entrepreneurship (Scarlata et al.,
2012). It is important to recognise that the motivations for investments in social enterprises can
originate from investment logics and investment rationalities (Nicholls, 2010). According to Emerson
(2000), the logic for investment can be explained by a desire for either (i) economic returns, (ii) social
returns, or (iii) blended economic and social returns. With regards to investments from PhVCs in
social enterprises, only (ii) and (iii) have to be considered. Investors' rationalities can be divided into
means-ends, values-driven, and systemic investment rationalities (Nicholls, 2010). In means-ends
investments, the social investor makes sure their financial injection is used to realise effectiveness in
processes and returns that are measurable. Therefore, the means-ends rationality is closely related
to the investment logic of the desire for maximised returns. The value-driven rationality corresponds
with the aim of investors to create an impact similar to the investors' individual values. The systemic
investment rationality combines value-driven and means-ends, and can therefore be closely related
to mixed economic and social returns (Scarlata et al., 2012).
Combinations between these investment logics and investment rationalities lead to different forms
of PhVC, all with slightly different purposes and investment focus (Scarlata et al., 2012). Within this
domain of PhVCs, impact investing is a form of investing for social outcomes with ties to conventional
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venture capitalists and traditional financing (Scarlata et al., 2012; Block et al., 2021). This thesis
focuses on this form of impact investing in the context of the Netherlands, as explained in the
introduction. In impact investing, investors fund social enterprises with systemic rationalities and
financial logics (Nicholls, 2010), although the investments are still motivated by the desire for social
impact in favour of economic returns (Scarlata et al., 2012). Impact investors are willing to participate
in riskier investments compared to traditional VCs, however, in return, the environmental and social
impact need to be measured and traced. Impact investments can vary in aims, purposes, and across
sectors. Consequently, the investors can be commercial banks, foundations, managements of private
wealth, pension funds, venture capital firms, companies, and other financial institutions (Scarlata et
al., 2012). Depending on the impact investor, the intended returns on the investments can be at
‘market rate’ or ‘below market’ (GIIN, 2019). At the market rate, investments are most likely to be
equity investments, made by equity firms or venture capital funds (Barber et al., 2020). Below market
rates, investments from impact investors are debts distributed amongst social enterprises. The debt
investments originate mostly from social banks and foundations (Block et al., 2021). The third
possibility is that the investment is made through grants or donations (Block et al., 2021). The sectors
financed by impact investments also differ, ranging from the financial sector to agriculture,
education, energy, housing, or healthcare sectors (Scarlata et al., 2012).

2.5. The investment model of PhVCs
This paragraph discusses the investment model of PhVCs and gives more insights into the general
investment practices and stages of PhVCs when they are about to select a company for their
investment portfolio. The information presented in this paragraph answers the second sub-question
of this research: ‘what are the general investment practices and stages of Dutch PhVCs to select
potential ventures for their portfolio?’
When making decisions about financial investments, it is of frequent occurrence that VCs and PhVCs
are unable to oversee all information about the ventures they are about to fund. Therefore, they are
confronted with asymmetric information when they decide upon potential investments (Scarlata et
al., 2012). To reduce the risks of asymmetric information, both types of venture capitalists make use
of due diligence strategies to acquire as much knowledge as possible on the enterprise and its
entrepreneur. According to Tyebjee and Bruno (1984), the due diligence practice of VCs consists of
different steps: deal origination, deal screening, deal evaluation, deal structuring, post-investment
activities, and exits (Figure 3).
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Figure 3: Investment model and practices of venture capitalists (source: Tyebjee and Bruno, 1984)

Whether the investment model and practices of PhVCs are entirely similar to traditional VCs is
somewhat unclear, as value propositions diverge (Scarlata & Alemany, 2009). However, results in the
research of Scarlata and Alemany (2008) point towards similarities between the strategies used by
PhVCs and traditional VCs in the deal screening and evaluation phase. Leborgne-Bonassié et al.
(2019) argue that the investment model of social investors also consists of origination, screening,
evaluation, structuring, post-investment care, and exit phases. Therefore, the investment model, as
presented in Figure 3, applies to PhVCs as well. Within the screening and evaluation phase, it is clear
that PhVCs use investment criteria to select suitable ventures to invest in (Leborgne-Bonassié et al.,
2019). However, there is a lack of clarity about the way the investment criteria of PhVCs are
appreciated and valued by investors (Miller & Wesley, 2010). The investment model of PhVCs, as
distinguished in these previous studies, is used as a starting point to identify the different investment
criteria in the deal selection phase and to determine the importance of the investment criteria
considered.

2.6. Investment criteria of PhVCs
The following paragraph describes the concept of investment criteria and explains the investment
criteria used in this research in more detail. The literature review of this research indicates several
investment criteria that PhVCs consider in the deal screening and evaluation phase before they
decide to invest in a social enterprise. Consequently, the third sub-question of this research will be
answered in this paragraph: ‘what are the investment criteria that Dutch PhVCs consider?’
Investors make use of investment criteria to assess different investment opportunities. It helps them
to gain valuable information in the decision-making process for potential investments (Šimić, 2015).
Investment criteria, used by financial institutions or strategic investors, can therefore be described as
a set of parameters providing valuable information on the potential success of the investment
(Divestopedia, 2021). Investment criteria are a useful benchmark for all types of venture capitalists.
Furthermore, the criteria used by funders serve as an important guideline for entrepreneurs looking
for financial injections for their venture or business idea (Visagie, 2011). Hence, entrepreneurs ought
to be aware of the investment criteria, since this will contribute to a strong business proposal and
increase their opportunities for accessing financial capital (Šimić, 2015).
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From the literature review, the five most commonly mentioned criteria are selected and used as
investment criteria in this research. An analytic hierarchy process (AHP) of the investment criteria
and the sub-criteria is visible in Figure 4. The investment criteria of PhVCs are generally formulated in
the literature and there is no indication towards specific regions, countries, or cultural differences. It
is therefore assumed that the five most commonly mentioned investment criteria will also hold for
Dutch PhVCs in this research. This will be checked in conversation with Dutch investment experts
before the start of the empirical research, as will be explained in section 3.5 of Chapter 3 in this
thesis. The five investment criteria, and the research studies they originate from, are presented
below and can also be found in the table in Annex A together with the description of the sub-criteria.

Figure 4: Analytic hierarchy process of the investment criteria of PhVCs

Management team:
The first criterion that investors value in potential portfolio companies is a strong management team.
Before they invest, funders make sure that the targeted social enterprise is being led by
entrepreneurs with a variety of skills (PricewaterhouseCoopers, 2014). Miller & Wesley (2010) state
that investors value entrepreneurs with a passion for social change with a relevant network, capable
of handling innovations, and with experience in the field. A strong management team with relevant
expertise is regarded by investors as an indication for potentially sustainable businesses
(PricewaterhouseCoopers, 2014).
Potential:
The second investment criterion that is of importance to investors according to the literature, is the
desire to invest in companies with potential for social impact, financial returns, and scale. According
to Leborgne-Bonassié et al. (2019), the social ideology of the entrepreneur behind the venture
matters to the investors. However, this ideology alone is not enough. The social enterprise must yield
financial profits, otherwise, the long-term sustainability of the venture cannot be guaranteed
(Leborgne-Bonassié, 2019). Scarlata et al. (2012) are mentioning this potential for both social
outcomes and financial profits as well. Therefore, funders favour businesses that can realise a
combination of social impact and economic yields (Miller & Wesley, 2010).
External environment:
The third recognised criterion in the literature is about the external environment of the social
enterprise. This means that the investors closely look to the market that the venture is operating in
and the total market size (Scarlata et al., 2012). According to Scarlata and Alemany (2008), the
attractiveness of the investment could also depend on the competition, so that is why this is also
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acknowledged as part of the criteria on the external environment. Furthermore, with regards to the
external environment, investors highly value the scalability of the product or service of the social
enterprise (Martin & John, 2006).
Organisational strategy/activity:
Another identified investment criterion is the strategy or the activity of the organisation. This means
that investors look for the specific product of the social enterprise, the technologies that are used,
and the revenue model that the business has adopted (Scarlata & Alemany, 2009; Scarlata et al.,
2012). The funders need to know about the business practices of the potential portfolio company. In
other words, is the product or service fulfilling the demands of the public, and is the product or
service of higher quality than that of the competition? A sustainable revenue model and business
strategy are thus of importance to PhVCs.
Assessment of the deal:
The last recognised criterion in the literature is the assessment of the deal. This means that investors
value the terms of the investment agreement, and take into account to what extent the investment
is in line with their current investment strategies (Scarlata & Alemany, 2009; Scarlata et al., 2012).
These five investment criteria are selected for the empirical research and are evaluated among each
other to determine the importance and weights of the individual criteria. To conclude, this literature
review presented information on the definition of social enterprises and the key aspects of PhVCs,
the type of investors that fund the businesses aiming to realise positive societal impact. The overview
of the investment rationalities, logics, and the investment model provide a useful framework to
increase the understanding of the investment practices of PhVCs and the use of investment criteria in
the social entrepreneurial sector. The following chapter focuses on the methodology that is used for
the evaluation of the criteria. Next to that, the next chapter discusses the data collection process, the
respondents that are gathered for this research, and the design of the questionnaire that is used to
collect the data.
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3. Methodology
Now that the research objective and the theoretical background and concepts are introduced, this
chapter is intended to describe the design and the methodology of this research. This thesis makes
use of a multi-criteria decision-making (MCDM) analysis, in which the Best-Worst Method (BWM)
was chosen as a method to analyse the previously described investment criteria. The following
chapter starts with describing the main design of the research. Thereafter, this chapter explains the
meaning of a multi-criteria decision-making problem, and why an MCDM problem can be regarded in
this research. The selected research method, the BWM, is introduced and it is explained why the
BWM was the most suitable method to analyse this problem and evaluate the investment criteria of
PhVCs among each other. Furthermore, this chapter describes what kind of data helped answer the
research questions, how this data was collected and highlights the process of gathering relevant
respondents for the empirical research. Ultimately, this chapter contains an overview of the type of
questions that were asked to the respondents in the questionnaire, which was used as a research
instrument, and how the questionnaire was operationalised.

3.1. Research design
To find answers to the main objectives of this research and the central research question, a
descriptive research study was chosen. A descriptive study is a research design that can be used to
examine certain characteristics of individuals, groups, or specific phenomena, through the
explanation, description, or validation of research results (Dudovskiy, 2016). The research study was
cross-sectional, which means that the data of this research was collected at one specific moment in
time, with questionnaires conducted among respondents between 21 October 2021 and 3 December
2021. Within this research, a quantitative research approach was suitable to gather and analyse the
numerical data that was needed to answer the main research question. In quantitative studies,
mathematical methods are used to represent and analyse collected numerical data, to explain
different phenomena (Creswell, 1994). Usually, statistical inferences or numerical comparisons are
part of the process. Therefore, a quantitative approach was particularly suitable to measure the
importance of the investment criteria of Dutch PhVCs, as was stated in the main research question.

3.2. Multi-criteria decision-making
Deciding to invest in social enterprises from the perspective of PhVCs, based on a set of different
criteria, can be regarded as a multi-criteria decision-making (MCDM) problem. In multiple criteria
decision-making problems, decisions are made based on the assessment of different, mostly
contradictory criteria. Ideally, this assessment results in the identification of the optimal alternative
from a collection of multiple alternatives, as selected by a decision-maker (Rezaei, 2016). Multicriteria decision-making is commonly present in the financial investment sector (Hallerbach &
Spronk, 2002), and therefore, it was appropriate to apply an MCDM method as part of the
methodology in this research. The identification of the importance of different investment criteria,
which is the main objective of this research, was realised by making use of such an MCDM method.
MCDM methods help decision-makers to find the best possible outcome that answers the problem at
hand. Throughout the years, many MCDM methods have been developed to steer the process of
decision-making. However, not all the methods can be adopted in MCDM problems without
hesitation since they may have some weaknesses. For instance, the unstructured design of the
pairwise comparison matrices in some of the popular MCDM methods causes potential
inconsistencies (Rezaei, 2015). The problem of the inconsistencies cannot be easily rectified by just
reviewing the comparisons made (Karapetrovic & Rosenbloom, 1999). Another drawback of a high
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regarded MCDM method, Analytical Hierarchy Process (AHP), is that multiple pairwise comparisons
between criteria are needed, because of the hierarchical system and multiple levels. This may result
in a large collection of data, which can be difficult to properly manage (Islam & Abdullah, 2005). One
of the MCDM methods that effectively deal with these drawbacks, is the best-worst method (BWM).
Therefore, the BWM was selected as a method to analyse the data collected in this study.

3.3. Best Worst Method (BWM)
The best-worst method is a multi-criteria decision-making method developed by Rezaei (2015). The
method determines the weights of different criteria by conducting a pairwise comparison, using a
different approach for this pairwise comparison than the more traditional MCDM methods. When
the BWM is used for an MCDM problem, the collection of data is smaller relative to the data from
pairwise comparisons in the AHP. Furthermore, the way the pairwise comparison in BWM is used
leaves less room for inconsistencies, compared to the traditional methods (Rezaei, 2015). BWM can
provide multiple optimal solutions, in case a non-linear minmax model is used to determine the
weights of criteria. When a linear BWM-model is used, the pairwise comparison gives one unique
outcome (Rezaei, 2016). In this study, a linear BWM-model was suitable, to determine the most
highly valued investment criterion considered by PhVCs. Consequently, BWM was an appropriate
method for the MCDM problem in this study and was therefore selected as part of the methodology.

3.3.1. Conducting the BWM: steps to take
Below, a concise overview is provided of the different steps to take when the BWM is adopted as
part of the methodology in research, based on Rezaei (2016) and Liang et al. (2020). There are five
steps in total, each of which is of significant importance when the weights of investment criteria are
calculated in this research. A more thorough explanation and justification of the design of the BWM
can be found in articles where the BWM and the linear model are proposed for the first time (Rezaei,
2015; Rezaei, 2016).
Step 1: The first step is to identify a set of decision criteria related to the decision-making problem
{c1, c2, c3, c4, …….., cn}. In this research, this means that the following set of criteria is used
{management teamC1, potentialC2, external environmentC3, organisational activityC4, assessment of
the dealC5}.
Step 2: The second step of the method is to identify the best criterion (or most important, most
preferred criterion) and the worst criterion (or least important, least preferred criterion) among the
set of decision criteria. Only the best and the worst criteria are selected in this step, the other criteria
are not yet considered.
Step 3: In the third step, a 9-point scale is used to compare the best criterion to all the other criteria.
By doing so, the decision-maker can numerically indicate their preference of the best criterion over
the residual criteria. In the 9-point scale, number 1 represents equal importance, whereas number 9
means that the best criterion is rated ‘extremely more important’ than other criteria. At the end of
this third step, the following best-to-others (BO) vector arises:
ABO = (aB1, aB2, aB3, aB4, ……., aBn).
In this vector, aBj represents to what extent the best criterion B is more preferred to criterion j. Also,
it can be stated that aBB = 1, since the best criterion cannot be rated differently when compared to
itself.
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Step 4: Step four of the BWM is somewhat similar to the third step, however, in this step the 9-point
scale is used to compare all other criteria to the worst criterion (OW). In this case, the vector will look
as follows:
AOW = (a1W, a2W, a3W, a4W, ……., anW)T.
Here, the preference of the criterion j over the worst criterion is expressed as ajW, while aWW = 1.
Step 5: The fifth step is meant to calculate the optimal weights of the different criteria, which can be
expressed in (w*1, w*2, w*3, w*4, ……, w*n). According to Rezaei (2016), wB / wJ = aBj and wj / wW =
ajW. When minimizing the maximum value of the set of {|wB - aBjwj|, |wj - ajWwW|}, the problem can
be translated into the following:
min maxj {|wB - aBjwj|, |wj - ajWwW|}
subject to Σjwj = 1, wj ≥ 0, for all j

(1)

This problem (1) can be written as a linear programming model, which will be shown below:
min𝜉
Subject to
|wB - aBjwj|≤𝜉, for all j
|wj – ajWwW|≤𝜉, for all j

Σjwj = 1, wj ≥ 0, for all j

(2)

This second formulated problem, problem (2), is a linear problem with one single solution. Since a
unique solution is desired to determine the most important investment criterion of PhVCs, this linear
problem is suitable to determine the optimal weights of the different criteria (w*1, w*2, w*3, w*4,
……, w*n) for this research.

3.3.2. Input-based consistency measurement and ratios
Although the BWM decreases the possibility for inconsistencies when compared to more traditional
MCDM methods such as AHP, it is still necessary to check the consistency of the pairwise
comparisons made by decision-makers in this method. Therefore, a consistency ratio is needed to
make sure possible deviations in comparisons remain within limits and are acceptable. Originally, the
consistency of the decision-maker in the BWM was measured via output-based consistency. Potential
inconsistencies used to be indicated by a ratio, known as the Output-based Consistency Ratio (CRO)
(Liang et al., 2020). However, the consistency with this original output-based ratio could only be
computed at the end of the process, while it was not always clear to the decision-maker which
criterion could be related to the inconsistency. Therefore, this research made use of the Input-based
Consistency Ratio (CRI), as proposed by Liang et al. (2020). This input-based consistency
measurement has multiple benefits, among others it gives straightaway feedback on the consistency
level of the decision-maker since inconsistencies can be measured before the end of the process.
Next to that, the input-based consistency measurement can point out the levels of consistency of
individual criteria, whereas the output-based measurement only provides the total consistency level
of all the comparisons. As a result, the decision-maker can alter their comparisons more precisely if
deemed necessary (Liang et al., 2020). The CRI that was used to measure the consistency of the
comparisons for the BWM in this research is written in the following equations:
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CRI = maxjCRIj
where
CRIj = {|aBj * ajW - aBW| / aBW * aBW - aBW,

(3)
aBW> 1; aBW = 1

(4)

Over here, CRI represents the global level of input-based consistency for all the criteria together,
whereas CRIj expresses the local level of consistency related to the criteria Cj (Liang et al., 2020).

3.3.3. Thresholds for input-based consistency measurement in BWM
This paragraph discusses the thresholds used in BWM. Thresholds for consistency in BWM are
necessary to judge whether the comparisons of decision-makers are consistent and can be accepted,
or inconsistent and should be rejected. Otherwise, decision-makers may calculate the input-based
consistency ratios without knowing when the CRI is adequate or when the pairwise comparisons
should be adjusted (Liang et al., 2020). The thresholds used in this research originate from the
problem space as described in Liang et al. (2020), variating between 3 to 9 criteria and a criteria
evaluation scale from 3 to 9. A maximum boundary (boundary 1) describes the maximum limit for CRI
that can be accepted after the ratios are computed. Ratios that exceed this limit, are not to be
accepted by the decision-maker, which means that their judgements should be modified. Besides the
maximum boundary, there is a minimum CRI (boundary 2) which oversees ratios that are to be
accepted as long as they remain within this minimum boundary. In short, ratios that exceed
boundary 1 are not consistent enough and should definitely be rejected, whereas CRI with values
beneath boundary 2 pass the consistency test and should definitely be accepted. The area between
the minimum and maximum boundaries is considered as a threshold (Liang et al., 2020). Both the
input-based consistency ratios and the thresholds increase the reliability and the validity of the
results found and calculated criteria weights after the BWM is used. In this research, the thresholds
for BWM were used as established in Liang et al. (2020) (Table 1)
Table 1: Thresholds for input-based consistency measurement in BWM (Liang et al., 2020)

3.4. Data collection
Primary data was used to answer the formulated research questions. Since this study addressed a
relatively unexploited field of research, secondary data on this topic was not abundantly present.
Therefore, the usage of primary data will add new knowledge and data to this field. The primary data
was gathered by a combination of a literature study, a questionnaire and the application of the
weights in a case among a PhVC firm with one specific decision-maker. The questionnaire was held
among 17 social investment experts, who are part of social investment institutions in the
Netherlands, and will be further defined in paragraph 3.5 in this chapter.

3.4.1. Literature study
By studying scientific literature, the investment criteria considered by PhVCs when investing in social
enterprises were found. Gathering this information was necessary since these were the criteria that
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were measured and analysed with the BWM later on. Extensive inquiry of scientific literature gave an
overview of the five most common and popular investment criteria among PhVCs, and a variety of
sub-criteria. These criteria were selected for the remainder of this research accordingly. Different
databases were used to collect the necessary literature. Google Scholar was used to find broad
literature in the orientation phase, whereafter Scopus and Web of Science served as search engines
for a more extensive literature review. These databases are reliable sources and contain large
amounts of scientific articles and peer-reviewed journals. The large majority of the articles collected
for this research were peer-reviewed, to maintain the reliability of the outcomes. Other criteria that
were used in the search for relevant literature, were the written language and the main content of
the articles. The articles used were written in Dutch or English, to make sure the content was
understood correctly by the researcher and unintentional distortion of information was prevented.
The content of the selected articles was relevant to the research topic and contained information on
search terms such as ‘social entrepreneurship’, ‘impact investment’, ‘venture philanthropy’,
‘(philanthropic) venture capital’, ‘investment criteria’ ‘investment dimensions’ or ‘assessment factors’.
When useful articles were found according to this ‘best match method’, the references in these
articles were functional afterward for the use of the ‘snowball method’.

3.4.2. Questionnaire designed for BWM
To measure the importance, evaluate the investment criteria among each other, and analyse with
the Best-Worst method, data was needed from Dutch PhVCs. This data was collected using a
questionnaire. According to Rowley (2014), questionnaires are useful in quantitative research to
retrieve numerical data on ‘facts’ (e.g. occupation, age) and human behaviour, opinions, attitudes,
and judgments. The use of questionnaires is therefore a popular instrument in various fields of
research, among others in the area of business and management (Rowley, 2014). In this research, the
importance of investment criteria was examined, based on investment choices and assessment
criteria that Dutch PhVCs use to select social enterprises in their portfolio. Therefore, a questionnaire
was suitable to collect this type of data. The questionnaire in this research was designed for the BestWorst method and was conducted among relevant respondents. To present the respondents of the
questionnaire with the same information and questions, the questionnaire was standardized.
Furthermore, the questions of the survey were asked in an online environment in the setting of a
face-to-face conversation. This was to make sure that the questions were interpreted correctly by
the respondents and the answers were suitable to be used within the selected methodology of the
BWM.

3.5. Research sample: the questionnaire respondents
As mentioned, the questionnaire was conducted among the respondents, which were Dutch PhVCs
and investment experts. The group of respondents consisted of 17 experts in the field of social
investments, working for foundations, investment funds, or commercial banks that invest in social
enterprises in the Netherlands. This research sample, being experts in the field, had excellent
knowledge on the importance of the investment criteria of PhVCs, therefore, fitting the aim of this
research. Before the questions of the survey were answered by the respondents, the credibility of
the main investment criteria and sub-criteria was confirmed in conversation with two investment
experts. This confirmation made sure that the investment criteria found in scientific literature,
corresponded with the criteria used in reality in the Dutch social investment sector. Thereafter, the
experts evaluated the importance of the different investment criteria by answering the questions of
the questionnaire. To make sure the outcomes of the questionnaires were reliable, the experts had
to identify themselves as ‘impact’ investors in social enterprises, or PhVCs. Therefore, the group of
experts needed to be selected carefully. First of all, the selected experts had to be covered by the
definition of PhVCs used in this study. Secondly, the experts had to value social returns on their
investments and did not only seek commercial returns. Websites and articles, that confirm the selfidentification of experts or companies as social investors, were used for the selection of experts. To
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make sure that the experts had sufficient knowledge and experience with the investment criteria,
this study required that the organisations employing the respondents were at least 3 years involved
in impact investing to qualify as organisations with sufficient knowledge and expertise in the field.
Although the identity of the respondents will remain anonymous in this thesis, Table 2 shows the
basic characteristics of the 17 experts on which they were chosen.
Table 2: Characteristics of the 17 respondents, the investment experts

After the selection of the investment experts was completed and the experts had accepted the
request for a meeting, they received a document containing follow-up information on the procedure
of the questionnaire and an explanation of the method used (Annex B). The content of this
explanatory document made sure the experts knew the aim of the meeting beforehand so that they
could think carefully on their answers and the time of the meetings was used efficiently.

3.6. Operationalisation of key concepts in the questionnaire
The key concept measured in this research was the importance of the investment criteria. The
measurement of the criteria importance was done according to the described steps of the BWM.
Therefore, questions to identify the best and worst criteria and their preferences were asked in the
questionnaire. The design of the questionnaire carefully followed the five steps of the BWM, to make
sure all the relevant information was retrieved from the investment experts. Therefore, the first
questionnaire question to the investment experts was to determine the most important criterion
among the five main investment criteria (BWM step 1). Next, the investment experts were asked to
identify the least important main criterion (BWM step 2). These questions were visualised for the
experts in an Excel spreadsheet, as shown in Figure 5.

Figure 5: Visualisation of question 1 and question 2 in the questionnaire

After the best and the worst criteria were identified by the PhVC experts, a numerical comparison
between this best criterion and the other criteria was done (BWM step 3, Figure 6). The numerical
comparison was done by the use of the following 9-point scale, where number 1 showed equal
importance between criteria and number 9 represented the opposite (Rezaei, 2015):
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Equally important: 1
Moderately more important: 3
Strongly more important: 5
Very strongly more important: 7
Extremely more important: 9
Intermediate values: 2, 4, 6, 8

Figure 6: Visualisation of question 3 in the questionnaire

Thereafter, the numerical preference of the other criteria over the worst criterion was identified as
well with the use of the same 9-point scale (Figure 7).

Figure 7: Visualisation of question 4 in the questionnaire

Finally, the importance of the investment criteria was measured by computing the weights of the
different criteria. This was done at a later moment by the researcher, and not in the presence of the
expert. After these steps were taken and the questions for the main criteria were answered by the
investment experts, the same process was applied one by one to the different sections of subcriteria.

3.7. Application in a case
After the data was gathered on the importance of investment criteria from the perspective of Dutch
PhVCs experts, data was applied in a case on a PhVC firm in the Netherlands. The purpose of applying
the data in a case was to design a framework for PhVC investors, which helps them improve their
decision-making on what investments to make in the future or to evaluate investments made in the
past. The decision-maker, who is part of the PhVC firm in the case application, identifies himself as a
Dutch impact investor, who participates in an impact investment foundation in the Netherlands. The
foundation of the decision-maker is active as a funder for social enterprises, aiming to assist
vulnerable people in society. In the Netherlands, the foundation focuses on people with a distance to
the labour market and with poor job prospects. Besides funding, the foundation of the decisionmaker also takes care of knowledge sharing and the provision of a relevant network to project
initiators and entrepreneurs, with the ultimate target to make as much impact as possible. These
characteristics correspond with the definition of PhVCs, as outlined in the definition in paragraph
2.3.2 of this thesis. The foundation was established in 1925 when it first served and financially
supports institutions in the social environment. After having reformed the bylaws, the foundation is
modernised and operates in its current form since 2005. The decision-maker himself has a prominent
role in the organisation, with over 10 years of experience in impact investing.
To develop the framework for investment decision-making, data was collected first on the
importance of the investment criteria from the perspective of the decision-maker, using the same
BWM questionnaire for the decision-maker as for the investment experts. When the preferences on
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the investment criteria were gathered and the weights of the criteria were calculated, the decisionmaker was asked to rate the performance of five portfolio companies on all fourteen sub-criteria
used in this research. The specific questions that were asked to rate the performance on the
fourteen sub-criteria, can be found in Annex C. For the rating of the performance, the decisionmaker made use of a scale from 1 to 5, each number indicating the following:
1 = very low / very small / very weak
2 = low / small / weak
3 = medium
4 = high / large / strong
5 = very high / very large / very strong
The five portfolio companies that were evaluated on their performance were selected by the
decision-maker. The decision-maker assessed the portfolio companies from his perspective based on
their current performance, and not on their performance when the companies first came into the
portfolio. The characteristics of the five selected portfolio companies are visible in Table 3.
Table 3: Characteristics of the five portfolio companies that were selected by the decision-maker

After the performance of the five portfolio companies on the fourteen sub-criteria was determined,
the performance numbers for each sub-criteria were multiplied by the corresponding global weights
of the sub-criteria as determined and calculated previously. Ultimately, one number was found for
the five different portfolio companies, indicating the overall performance rate and their value. Now
the five companies were ranked based on their value, meaning that the highest number represented
the best future investment or best investment made in the past. In this thesis, the multiplication of
the performances by the global weights of the sub-criteria was done one time from the perspective
of the decision-maker, and also one time from the perspectives of the 17 experts. In the end, the
ranking of the portfolio companies showed that in both cases this framework could be effective for
PhVCs to help them make the best decision on where to invest.
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4. Results
As mentioned in the methodology chapter, the importance of the investment criteria from the
perspective of Dutch PhVCs can be evaluated by compiling data from investment experts and
determining the optimal weights of the criteria (w*1, w*2, w*3, ……, w*n). The optimal weights are
calculated based on the opinions and preferences of the investment experts in the Netherlands,
using BWM. Next to the presentation of the optimal weights of the investment criteria, the outcomes
of the weights applied in the case are shown in this chapter. In the case application, the performance
of five portfolio companies was measured by a decision-maker. In order to identify the performance
of the portfolio companies, two different sets of data are necessary. Here, the optimal weights of the
criteria are needed as well, together with performance scores of the five portfolio firms on the 14
sub-criteria. Both the optimal weights and the performance scores in the case application are based
on the opinion of the decision-maker. When the performance scores are multiplied by the weights of
the sub-criteria, the PhVC investors can find the best companies for future investments and can
modify its decisions about the investments already made. In fact, by doing this a framework is
proposed to investors to rank different portfolio companies and help them choose beneficial
investments which are more in line with their investment strategies. Therefore, the framework and
the ranking can be useful to PhVCs in investment decision-making. This chapter will first present the
results of the optimal weights of the investment criteria, based on the opinion of the investment
experts. Secondly, the measured performance of the five portfolio firms and the framework for PhVC
investment decisions are described. This proposed framework provides a situation where the values
of portfolio companies, from the perspective of a PhVC decision-maker, are calculated and compared
to the calculated values from the perspectives of the investment experts. Based on these calculations
and comparisons, PhVCs can modify their investment decisions. Consequently, this chapter answers
two sub-questions of this research: “What are the motivations of Dutch PhVCs for investing in social
enterprises?” and “What are the weights of the investment criteria that Dutch PhVCs consider?”

4.1. Optimal weights of PhVC investment criteria
To gather data for BWM comparison and to determine the weights of the investment criteria,
questionnaires were discussed in meetings with 17 Dutch impact investment experts. The optimal
weights of the five main investment criteria (Management team, Potential, External environment,
Organisational strategy/activity, and Assessment of the deal) based on the preferences of the 17
investment experts are presented in Table 4, next to the weights of the sub-criteria. The weights of
the criteria and sub-criteria for all the 17 investment experts together were computed with a simple
average, as was done in studies from Salimi (2017) and Salimi and Rezaei (2018). The input-based
consistency ratios of the investment experts’ preferences for the criteria and sub-criteria are all
within the thresholds of BWM and close to zero, which indicates consistency and acceptable
reliability of the outcomes (Liang et al., 2020).
The results in Table 4 Column 2 and Figure 8 show that Potential is the highest evaluated and most
important investment criterion (0.323) according to Dutch PhVCs. The investment criterion Potential
is followed by Management team (0.283) and Organisational strategy/activity (0.193). Assessment of
the deal (0.108) and External environment (0.094) are evaluated as the investment criteria with the
lowest importance to Dutch PhVCs.
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Figure 8: Optimal weights of the main investment criteria evaluated by the experts

The weights in Column 4 of Table 4, indicate that Personality (0.403) is by far the highest evaluated
sub-criterion within the criterion Management team, although Experience (0.299) is also rated
relatively high. Within Potential, Scale (0.417) is identified as the most important sub-criterion,
whereas Market size (0.563) is evaluated as more important compared to Social market served
(0.437) within the criteria External environment. The evaluations of the sub-criteria of Organisational
strategy/activity show little difference, however, Revenue/funding model (0.377) is identified as the
most important with a narrow advantage over the other two sub-criteria. Ultimately, Deal terms
(0.584) is rated more important than Fit in the portfolio as a sub-criterion of Assessment of the deal.
The global weights of the sub-criteria, presented in Column 5 of Table 4 and Figure 9, were
calculated by multiplying the local weights of the sub-criteria by the weights of the corresponding
main investment criteria (Salimi & Rezaei, 2018). For example, multiplying the optimal weight of
Management team (0.283) by the local weight of Experience (0.299) gives the global weight for subcriterion Experience: 0.283 * 0.299 = 0.085. The global weights of the sub-criteria can be used to
make an overall ranking of the 14 sub-criteria and compare them among each other. Column 5
indicates that the sub-criteria Scale (0.135), Social impact (0.118), and Personality (0.114) are
evaluated as the most important sub-criteria according to Dutch PhVCs. Taken together, they
represent 36.7% of the total importance of the 14 sub-criteria for investments. The global weights
show that Educational background (0.030) is evaluated as the least important sub-criterion, whereas
Social market served (0.041) and Fit in the portfolio (0.045) are also rated with low importance.
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Table 4: Relative weights of the investment criteria and sub-criteria as evaluated by 17 impact
investment experts

Global weights of the sub-criteria
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EE1

EE2 OA1 OA2 OA3 AD1 AD2

Figure 9: Global weights of the sub-criteria evaluated by the experts

4.2. Application in a case: a framework for investment decision-making based on
criteria weights and performance
As mentioned in the introduction paragraph of this chapter, two data sets were collected in the case
application of the decision-maker. The decision-maker was asked to indicate the preferences for the
investment criteria. Based on the preferences, the optimal weights were calculated using BWM. The
results of the importance of the investment criteria and sub-criteria according to the decision-maker
are shown in Table 5. As is visualised in Column 2 of Table 5 and Figure 10, the decision-maker
evaluated Organisational strategy/activity (0.416) as the most important investment criterion. This
deviates from the opinions of the 17 investment experts, which rated Potential as most important.
Similar to the investment experts, the decision-maker rated Management team (0.253) as the second
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most important criterion. Potential is the third most important investment criterion in the eyes of the
decision-maker, with an optimal weight of 0.169. External environment (0.127) and Assessment of
the deal (0.036) are evaluated as the least important investment criteria.
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Figure 10: Optimal weights of the main investment criteria evaluated by the decision-maker

Similar to the preferences of the 17 investment experts, the decision-maker evaluated Personality by
far the most important of the Management team sub-criteria. Social impact is valued the highest
among the sub-criteria of Potential, while there is no significant difference between the sub-criteria
of External environment social market served and market size. This is different from the preferences
of the experts, since they evaluated Scale as the most important sub-criterion of Potential, only
closely followed by Social impact. The simple average of the evaluations of the experts indicates a
slight preference towards Market size over Social market served although the weights of both subcriteria do not differ much. Within Organisational strategy/activity, Business strategy is the most
important sub-criterion. Finally, Fit in the portfolio is evaluated significantly more important than
Deal terms as sub-criteria of Assessment of the deal.
Column 5 of Table 5 and Figure 11 show the global weights of the sub-criteria according to the
preferences of the decision-maker. Overall, the sub-criteria Business strategy (0.242), Personality
(0.151), and Revenue/funding model (0.139) are evaluated as most important, together accounting
for 53.2% of the total importance of the 14 sub-criteria. The decision-maker rated Deal terms (0.004)
as the sub-criterion with the lowest importance, whereas Educational background (0.016), Financial
returns (0.028), and Community-based network (0.029) are also evaluated with low importance.
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Table 5: Criteria weights as evaluated in the case by the decision-maker

Global weights of sub-criteria by decision-maker
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Figure 11: Global weights of the sub-criteria evaluated by the decision-maker

The second set of data that was gathered from the decision-maker contained the performance scores
on the 14 sub-criteria for five portfolio companies (Table 6). The performance numbers were given
by the decision-maker based on a 5-point scale as explained in the methodology, number 1 indicating
poor performance and number 5 representing a high performance score.

26

Table 6: Performance scores of 5 portfolio companies on sub-criteria according to the decision-maker

MT1: Experience; MT2: Personality; MT3: Educational background; MT4: Community-based network; P1: Social impact; P2: Financial
revenues; P3: Scale; EE1: Social market served; EE2: Market size; OA1: Business strategy; OA2: Revenue/funding model; OA3: Technology;
AD1: Deal terms; AD2: Fit in the portfolio

In Column 2 to Column 15, Table 7, the performance scores of individual sub-criteria for each
company are multiplied by the global weight of the corresponding sub-criteria, from the perspective
of the decision-maker. Finally, the overall aggregated performance (Column 16, Table 7) shows the
total value of each company. Furthermore, due to the aggregated overall performance, a ranking of
the five portfolio firms was made in Column 17 of Table 7. This ranking shows that Firm 3 scored
highest on overall performance, with a total number of 4.084. Next to that, it is visible that Firm 5
achieved the lowest performance score (3.025).
Table 7: Calculated value of 5 portfolio companies based on performance scores and criteria weights
from the perspective of the decision-maker

MT1: Experience; MT2: Personality; MT3: Educational background; MT4: Community-based network; P1: Social impact; P2: Financial
revenues; P3: Scale; EE1: Social market served; EE2: Market size; OA1: Business strategy; OA2: Revenue/funding model; OA3: Technology;
AD1: Deal terms; AD2: Fit in the portfolio

When the performance scores in Table 6 were multiplied by the sub-criteria global weights based on
the preferences of the experts (Table 8), only a slightly different ranking emerged. The deviating
global weights of the sub-criteria between the decision-maker and the 17 experts are responsible for
the small difference in the ranking, but in general the outcomes remain the same compared to the
perspective of the decision-maker. Consequently, Column 17 of Table 8 shows a ranking where Firm
3 also performs best. Equal to the performance ranking of the decision-maker, Firm 1 and Firm 4 are
evaluated as second and third best-performing organisations. The only notable difference regarding
the aggregated overall values of the portfolio companies is that Firm 2 is now evaluated with the
lowest value, whereas it scored fourth from the perspective of the decision-maker. Obviously, this is
the other way around for Firm 5, which is now evaluated as fourth best performing company.
Table 8: Calculated value of 5 portfolio companies based on the performance scores and criteria
weights from the perspective of the 17 experts
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MT1: Experience; MT2: Personality; MT3: Educational background; MT4: Community-based network; P1: Social impact; P2: Financial
revenues; P3: Scale; EE1: Social market served; EE2: Market size; OA1: Business strategy; OA2: Revenue/funding model; OA3: Technology;
AD1: Deal terms; AD2: Fit in the portfolio
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5. Discussion
In this chapter, the outcomes of the empirical research are discussed, guided by the answers to the
two sub-research questions “What are the motivations of Dutch PhVCs for investing in social
enterprises?” and “What are the weights of the investment criteria that Dutch PhVCs consider?” as
presented in Chapter 4. Besides discussing the answers to the questions, the results will be compared
to the existing scientific literature on entrepreneurship and social entrepreneurial financing. Also,
comparisons are made between the evaluations of the experts and decision-maker and the
deviations are discussed. Ultimately, the discussion reflects on the performance scores of the
portfolio companies when data was applied in the case and the corresponding investment decisionmaking framework as proposed in Chapter 3.

5.1. The optimal weights of the main investment criteria
The optimal weights of the main investment criteria from the perspective of the PhVC experts show
that Potential and Management team are the two most important investment criteria. Taken
together, both criteria account for 60.6% of the total importance. Consequently, Potential and
Management team have a strong influence on investment decision-making and social enterprises are
arguably more likely to receive PhVC funding when they perform well on both these criteria and
focus on both these criteria when preparing a business proposal for potential investors.
Not surprisingly, Potential is evaluated as the most important investment criterion by the experts.
Keeping the characteristics and the definition of PhVCs in mind as described in paragraph 2.3.2 in this
research, it is clear that the investors aim for combined social impact and financial returns (Miller &
Wesley, 2010). They share this aim with social enterprises, which have adopted the dual
organisational identity. The investment criterion Potential includes both the sub-criteria Social
impact and Financial returns. It is therefore not surprising that the experts evaluated Potential as
most important since it corresponds with the values of PhVCs as described in scientific literature.
After all, PhVCs can only realise their desired social impact and financial returns if they invest in
organisations with the same values and potential (Block et al., 2021).
The Management team investment criterion is evaluated as the second most important to the PhVC
experts. The finding that the composition and competencies of the management team play an
important role in potential investments, is in line with the literature. Namely, the literature describes
that human capital is valued higher over specific market characteristics of organisations, such as the
market size (Leborgne-Bonassié et al., 2019). Furthermore, also Miller and Wesley (2010) recognise
that the characteristics of the management team are vital to gain access to PhVC funding. Their study
mentions that the dedication and passion of entrepreneurs, the experience of the management
team, educational prestige, and the management teams’ network are all positive factors in the
screening process to get financial injections from investors (Miller & Wesley, 2010).
The criteria External environment and Assessment of the deal are evaluated with low importance in
the early screening and evaluation phase before investments are made. Although there is relatively
little difference between the weights of both criteria, External environment is evaluated as the least
important. The fact that the External environment does not play a vital role in the early stages of
investments is in line with the literature. Scientific research describes that criteria related to impact
and human capital are rated more important when compared to business criteria such as market size
or the composition of the specific market the organisation is active in (Block et al., 2021; LeborgneBonassié et al., 2019).
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5.2. The global weights of the sub-criteria
Based on the responses of the experts, it is not surprising that Scale and Social impact turned out to
be the two highest evaluated sub-criteria. However, before this research was conducted, it may be
unexpected that Scale (0.135) outscores Social impact (0.118) when compared to each other. In
conversations with the experts, they pointed out that both Scale, Social impact, and even Financial
returns are closely related to each other and somewhat intertwined. Scalability in products or
services is necessary to realise a large social impact, which is the ultimate aim of PhVCs. Since the
desire for social impact can be combined with financial returns, scalable products or services are
attractive to yield economic returns as well. Therefore, the relationship of Scale with the other two
sub-criteria Social impact and Financial returns makes it the sub-criterion with the highest evaluated
global weight (0.135), based on the opinion of the 17 experts. Taking these results into account, the
probability to attract financial investments from funders should increase when social enterprises
perform well on the sub-criteria Scale and Social impact.
Looking at the optimal weights of the main criteria, it is not unexpected to see a sub-criterion of
Management team among the highest global weights. Personality outscored the other sub-criteria of
Management team significantly, which resulted in the third most important sub-criterion with a
global weight of 0.114. Next to that, a study by Scarlata et al. (2012) argues that personal
characteristics such as enthusiasm and competencies to show leadership are highly valued within
entrepreneurs and management teams of businesses. Arguably, the shared personal beliefs and
values of PhVCs with the social enterprises, as discussed in paragraph 2.3.2 of Chapter 2, is another
reason why Personality is evaluated with such importance. If entrepreneurs are able to display the
same amount of preparedness to realise social impact as investors and the management team is
authentic, they are more likely to attract the attention of potential funders (Chen et al., 2009).
Based on prior scientific studies into entrepreneurship, it is surprising that Management team subcriteria Educational background (0.030) and Community-based network (0.054) are evaluated with
relatively low importance. According to Block et al. (2021), Educational background is an important
entrepreneurial characteristic that is recognised by investors. Furthermore, a study from Miller and
Wesley (2010) argues that a strong network supports entrepreneurs in mobilising volunteers and
stakeholders to address pressing social issues. However, the outcomes of the questionnaires among
the experts do not show this trend among Dutch PhVCs. In fact, only one expert evaluated
Educational background as the most important sub-criterion of Management team, whereas only
two experts pointed out Community-based network as the most important sub-criterion of
Management team.
The global weights of the sub-criteria Financial returns (0.071) and Revenue/funding model (0.073)
are also somewhat surprising. With these global weights, Revenue/funding model is evaluated as the
fifth most important sub-criterion, whereas Financial returns ends sixth in the overall ranking of the
global wights of sub-criteria (Column 5, Table 4). Consequently, both financial sub-criteria are ranked
as relatively important and are therefore not overlooked by the Dutch experts. Looking at the
characteristics of PhVCs as discussed in paragraph 2.3.2 in Chapter 2, PhVCs aim to grow social
enterprises and support entrepreneurs to build a (financially) sustainable business practice.
Therefore, it is somewhat unexpected that an existing credible revenue and funding model is desired
by the experts and evaluated as the fifth most important sub-criteria. However, from another
perspective, it is also clear that PhVCs can combine social impact with economic returns, and that
financial investment criteria, therefore, are not necessarily out of the picture.
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5.3. Comparing the results of the experts and the decision-maker
As was presented in Chapter 4, there are differences between the evaluations of the experts and the
decision-maker. This paragraph describes these differences and explains the variations in preferences
from the perspective of the decision-maker. Most importantly, the evaluation of the decision-maker
deviates from the experts in the way Organisational strategy/activity is ranked. For the decisionmaker, Organisational strategy/activity is the most important main criteria, whereas Organisational
strategy/activity ends third on the ranking of the experts. According to the decision-maker, this has
to do with the specific focus of his investment organisation. The decision-maker explained that the
focus of his organisation is on a specific topic or sector, in which he aims to make an impact on
society. In the case of the decision-maker, the impact of social enterprises should be on people with
a distance to the labour market and with poor job prospects. Social enterprises that are active
outside this specific focus, are not interesting for the investment organisation of the decision-maker
and do not qualify for funds, regardless of the social impact the enterprises could make.
Consequently, the decision-maker described that he first looks for social enterprises that operate
within the investment focus of his organisation. Thereafter, it is interesting to search for
entrepreneurs and businesses that can make the most impact and generate the highest social return
on investments. The decision-maker was surprised that the experts did not evaluate the focus, or
Organisational strategy/activity, as the most important investment criterion but rated Potential with
high importance instead. The decision-maker argued that the organisational activity within the
investment focus is the most important criteria for investments, followed by a match between the
investor and investee and the potential impact that could be realised as an outcome of the
investment. This order is considered when the investment organisation of the decision-maker
screens and evaluates business proposals, but according to him, it should be relevant for other
investors as well. Therefore, the decision-maker evaluated Organisational strategy/activity (0.416) as
the most important main criterion, followed by Management team (0.253) and Potential (0.169).
Another deviation between the decision-maker and the experts is related to Assessment of the deal
and External environment. The decision-maker evaluated Assessment of the deal by far as least
important (0.036) whereas in the case of the experts the least important criterion was External
environment (0.094), though the difference with Assessment of the deal (0.108) is insignificant. The
decision-maker explained that he evaluated Assessment of the deal as least important since his
investment organisation is to a lesser extent concerned with financial returns, which could be
different for other investors aiming for impact. In the case of the decision-maker, deal terms and
portfolio fits are not so relevant, although the decision-maker indicated that particular deal terms
could be of use to claim back a loan that is not paid off and put some pressure on the entrepreneur.
However, claiming back investments, in the long run, is not the initial intention of the decision-maker
when he evaluates business proposals and structures investment deals. Consequently, the
investment criteria Assessment of the deal is rated with low importance by the decision-maker.
According to the decision-maker, this could be slightly different for impact investors that have more
focus on exits, for instance, equity investors that have to repay the returns to other stakeholders.
This could then explain the difference in the evaluations of Assessment of the deal and External
environment by the decision-maker, and the average evaluations of the 17 experts.
The sub-criteria with the highest global weights according to the decision-maker are Business
strategy (0.242), Personality (0.151), and Revenue/funding model (0.139). Business strategy and
Revenue/funding model deviate from the preferences of the experts but can be explained by the
motivations of the decision-maker and high evaluation of the main criteria Organisational
strategy/activity, as described above. Other notable differences between the decision-maker and the
experts are deviations regarding the sub-criteria Scale and Technology. The decision-maker evaluated
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Social impact more importantly than Scale, which is the other way around according to the
preferences of the experts. However, the decision-maker indicated that Scale is also important to
him and correlated with the social impact that can be realised through investments. Next to that,
from the local weights of the sub-criteria can be understood that Technology is evaluated less
important by the decision-maker (0.083) compared to the evaluations of the experts (0.310). When
confronted with this difference, the decision-maker indicated that a possible preference for
Technology is depending on the investor’s focus, but also the affinity and the background of the
investor. According to the decision-maker, funders with affinity to technology are more interested in
investments related to specific technologies since it is in line with their personal interest. Because the
decision-maker does not have such a personal affinity or background in technology, he is less
interested in investments in innovative assets or technology and restrains his investments to the
organisational focus.

5.4. Calculated performances and investment decision-making framework in the case
The outcomes of the calculated performances of the five portfolio companies and corresponding
performance ranking in the application in the case are interesting to discuss. The calculated values
per individual sub-criteria, as presented in Table 7, are useful to compare the items among each
other. In Table 7, for instance, it is clearly visible that Firm 1, Firm 3 and Firm 4 score high on the
performance of their Business strategy (OA1), which is evaluated by the decision-maker as the most
important sub-criterion. Simultaneously, of these three firms only Firm 1 scores lower on the second
most important sub-criterion Personality (MT2), whereas from these three only Firm 4
underperforms on the third-highest evaluated sub-criteria Revenue/funding model (OA2). So,
focussing only on the three highest evaluated sub-criteria would also indicate that Firm 3 performs
best, just as Firm 3 scores highest in the overall ranking.
The calculated global weights of the sub-criteria and the corresponding performance scores result in
a clear relationship of the overall performance ranking of the five portfolio firms, both from the
perspective of the decision-maker as well as the experts. For instance, the unweighted average of the
performance scores of Firm 3 (3.929) is the highest of the five portfolio firms, followed by the
unweighted average of the second best performing Firm 1 (3.786). The high unweighted averages of
both firms therefore also result in the first and second place of the best performing portfolio
companies in both cases.
In practice, the impact of the differences in the calculated global weights of the sub-criteria is not
clearly visible when the performance ranking based on the decision-maker (Table 7) and the
performance ranking based on the experts (Table 8) are compared to each other. Interestingly, there
is little difference between the outcomes of both performance rankings, which means that the
differences in calculated global weights of the sub-criteria do not deviate enough to significantly
change the performance ranking. As visible in Table 7, Firm 3 performs best according to the
perspective of the decision-maker, whereas the sub-criteria global weights of the experts put Firm 3
at the top of the performance ranking as well (Table 8). Consequently, the decision-maker did not
change his view on the preferences of the sub-criteria, since he believed the weights are still
representative of the investment focus, values, and purpose of his investment organisation. As a
result, the performance rankings shows that the presented framework is useful to rank portfolio
companies and take the personal investment preferences of funders into account. Since the rankings
are based on the evaluations of the investment sub-criteria, the framework can be used by PhVCs to
assist in investment decision-making and assess future investments or investments previously made.
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6. Conclusion
This final chapter summarises and reviews the main results of this thesis, and presents the
conclusions that can be drawn based on the answers to the sub-research questions. After the main
findings are presented in the following paragraphs, the theoretical and practical implications of the
findings and the limitations of this research are discussed. This chapter ends with recommendations
for future research, that can further increase the knowledge on social entrepreneurial financing and
investment criteria of PhVCs.

6.1. Summary of results and conclusion
Social entrepreneurs experience difficulties in accessing financial capital in the early growth stages of
their startups. As a result of limited governmental support in the Netherlands, Dutch social
enterprises are financially dependent on investors that share their desire for social impact combined
with financial returns. PhVC investors do share these values but have adopted strict due diligence
processes before investments to reduce the risk of asymmetric information. To date, social
enterprises in the Netherlands can thrive with an increased knowledge on the importance and
weights of the investment criteria considered by Dutch PhVCs, to align their business proposals for
financial capital with the demands of the investors and pass the due diligence. This thesis, therefore,
helps answer the questions raised in previous literature on how PhVC investment criteria are
appreciated and valued. Besides, this thesis contributes theoretically to social entrepreneurial
science by proposing a framework for investment decision-making. In practice, this will result in a
better match between the preferences and values of both investors and social enterprises, whereas
it will improve the business proposals of social enterprises and thus increases their access to financial
capital. Consequently, this thesis aims to provide the optimal weights, and therefore the importance,
of the investment criteria from the perspective of Dutch PhVCs. Next to that, the research was
designed to provide a framework to support PhVCs investment decision-making, by ranking the most
beneficial investments that are in line with the PhVCs investment strategy. For this, the importance
and weights of the investment criteria are of crucial relevance as well. Thus, the main research
question of this thesis is “What is the importance of the different investment criteria that Dutch
Philanthropic Venture Capitalists consider, when investing in social enterprises in the Netherlands?”
The outcome to the main research question will be given by answering the different sub-research
questions in the following paragraphs.

6.1.1. Motivations of Dutch PhVCs for investing in social enterprises
According to scientific literature, investors are motivated by investment logics and investment
rationalities (Nicholls, 2010). In the case of investments from PhVCs in social enterprises, the logics
are driven by a desire for social returns or blended economic and social returns (Emerson, 2000). The
investment rationalities can be threefold: means-ends, value-driven, or systemic investment
rationalities. The form of PhVC central in this thesis is impact investing, which is motivated by
investments that create social impact, in combination with financial returns. Investments can be at
‘market rate’ or ‘below market’, and through the provision of either equity, debts, or grants and
donations (Block et al., 2021; Barber et al., 2020).

6.1.2. Investment practices and stages of Dutch PhVCs for portfolio selection
To reduce the risk of asymmetric information in investments as much as possible, PhVCs use strict
due diligence processes to gather information on potential investments. This process consists of the
steps deal origination, deal screening, deal evaluation, deal structuring, and post-investment
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activities (Tyebjee & Bruno, 1984). The different steps show similarities to the investment model
used by traditional VCs (Scarlata & Alemany, 2008; Leborgne-Bonassié et al., 2019). To acquire
information on future investments, the deal screening and evaluation phases are of crucial
importance, although there are uncertainties about how investment criteria used in the evaluation
phase are appreciated and valued by PhVC investors (Miller & Wesley, 2010). The empirical research
of this thesis gives insights on these appreciations and evaluations of the investment criteria, of
which the conclusion is discussed in paragraph 6.1.4.

6.1.3. Investment criteria of Dutch PhVCs
In the screening and evaluations phases of the PhVC investment model, the investors make use of
investment criteria as benchmarks and guidelines for future investments. A literature review shows
that five main investment criteria are most commonly mentioned throughout scientific articles, all
with several sub-criteria. The first investment criterion is Management team, with the sub-criteria
Experience, Personality, Educational background, and Community-based social network. Secondly,
Potential is mentioned as a criterion, with the sub-criteria Social impact, Financial revenue, and Scale.
The third investment criterion is External environment, representing the sub-criteria Social market
served and Market size. Fourth, Organisational strategy/activity is found as an investment criterion,
with the sub-criteria Business strategy, Revenue/funding model, and Technology. Finally, Assessment
of the deal is considered the fifth investment criterion, representing the sub-criteria Deal terms and
Fit in the portfolio. In the literature, there is no indication that the five investment criteria can only be
used in a specific context or country. Conversations with two Dutch investment experts confirmed
that the investment criteria and sub-criteria are also relevant in the context of the Netherlands and
could be used for this thesis.

6.1.4. The weights of the investment criteria and recommended strategies from Dutch social
enterprises
By making use of BWM as an MCDM method, data was collected from Dutch PhVCs to determine to
weights and importance of the main investment criteria and the sub-criteria. The outcomes of this
empirical research show that Potential (0.323) and Management team (0.283) are the most
important main investment criteria from the perspective of Dutch PhVC experts, with a combined
weight of 0.606 (60.6%). Organisational strategy/activity is evaluated as the third most important
investment criterion by the investment experts, with a weight of 0.193. Both Assessment of the deal
(0.108) and External environment (0.094) are evaluated with low importance from the perspective of
the experts. The evaluation of the case decision-maker deviates slightly from the experts, since the
decision-maker assessed Organisational strategy/activity with the highest weight (0.416), followed
by Management team (0.253) and Potential (0.169). Again, here the criteria Assessment of the deal
and External environment are evaluated with low importance from the perspective of the decisionmaker. Based on the weights as evaluated by the 17 experts in this thesis, it can be concluded that
the criterion Potential has the strongest influence on investment decision-making of Dutch PhVCs,
followed by Management team. Arguably, Dutch social enterprises are therefore most likely to
increase their access to financial capital from investors when they highlight the potential and
management team characteristics of their enterprise, with a special focus on the highly evaluated
sub-criteria Scale, Social impact, and Personality. However, it is also recommended to keep the
criterion Organisational strategy/activity in mind, since it is evaluated as the third most important
criterion by the experts and as most important by the decision-maker. The decision-maker indicated
that most PhVCs invest according to a specific investment focus. It is therefore recommended to
social enterprises that they take the focus of the investor into account and see if it matches the
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purpose of their social enterprise, before applying for financial injections. Furthermore, it can be
concluded from the results in this thesis that the low weights of External environment and
Assessment of the deal as evaluated by both the experts as well as the decision-maker indicate that
these criteria have little importance to Dutch PhVCs in the early screening and evaluation phase.
With this conclusion, it is recommended that social enterprises pay less attention to the external
environment and assessment of the deal in their business proposals, as well as their corresponding
sub-criteria. Finally, it can also be concluded that the educational background of the management
team is of little importance to PhVCs.

6.1.5. Framework for investment decision-making
When data of this research was applied in a case, performance scores of five portfolio companies per
individual sub-criteria were multiplied by the weights of the sub-criteria from the perspective of the
decision-maker. The aggregated overall values of the companies resulted in a ranking, providing
investors with a framework to identify the most beneficial investments. Consequently, the proposed
framework allows PhVCs to determine if investments are indeed in line with their investment
strategies and organisational values. The values and ranking of the portfolio companies from the
perspective of the experts only deviated slightly from the decision-maker since the weights of the
criteria were evaluated a little bit differently. However, the differences in the global sub-criteria
weights were not significant enough to drastically change the performance ranking. The ranking of
the portfolio companies showed that the proposed framework effectively takes individual
preferences for different investment criteria into account. Furthermore, the proposed framework
resulted also in a situation where the decision-maker could compare the values of the portfolio
companies calculated from his perspective to the values of the portfolio companies calculated from
the perspectives of the experts. As a result, the proposed framework in this thesis proved to be
useful to assess future investments or rate the performance of investments made in the past.

6.2. Limitations
Although the objectives of this research were achieved and BWM used as MCDM-method was
adequate to meet the purposes of this study as established beforehand, some limitations need to be
taken into account. First of all, a limitation should be noted concerning the proposed framework for
investment decision-making. Although the framework could help PhVCs to assess the performance of
businesses and assist in making investment decisions, the assessment of the performance through
the performance scores is done at one specific moment in time. Consequently, it is important to keep
in mind that especially the performance of human capital can vary over time due to e.g. personal
developments and extending networks. This may influence the accuracy of the performance
evaluation of the Management team sub-criteria. The second limitation of this research is that the
study is based entirely on a quantitative approach. For the collection and analysis of the research
data through BWM, a quantitative approach is most suitable for this research. However, the
underlying motivations and backgrounds on the preferences of the experts regarding the investment
criteria are not in the scope of this research. Therefore, detailed oral explanations of the preferences
and outcomes of the criteria weights are not shown in this thesis, which otherwise could have shed
an interesting light on the results when a mixed research approach (quantitative and qualitative) was
chosen. The third and final limitation of this research was mentioned by one of the investment
experts and could provide an interesting opportunity for future research. In this research, aspects
such as the specific types of financial injection (e.g. equity, debt, donors) and the timeframe for
investors’ exits are not taken into account. However, according to the investment expert, both may
influence the way PhVCs evaluate the investment criteria. The expert argued, for instance, that
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financial investment criteria are of less importance to investors in the screening and evaluation phase
when a potential exit will not happen soon (not in approximately seven to ten years). Therefore,
future research might focus on a larger group of Dutch PhVC respondents, to address and compare
aspects such as the types of financial investment and timeframe for exits on a large scale.

6.3. Recommendations & future directions
Even though this research contributed, as described, both theoretically and practically to the
knowledge on social entrepreneurial financing and investments, there are many future directions for
research that could be discovered. Here, two promising directions are described that could increase
the knowledge on this interesting topic. First, as also described in the limitations in paragraph 6.2,
this research does not take into account different forms of capital, such as equity or debts. Next to
that, the timeframe for investors’ exits does not play a role in this thesis. However, both could
influence the evaluation and preference of investors for the different investment criteria. It could be
interesting for future research to study to what extent both forms of capital and exit timeframes
influence the judgement of PhVCs about the investment criteria. Secondly, as described throughout
this thesis, the investment criteria are studied from the perspective of PhVC investors. However, it
could be interesting to determine how social enterprises value the investment criteria, to see to what
extent there are differences in the evaluations of both parties. Consequently, outcomes from both
the perspectives of PhVCs and from the perspectives of social enterprises could help align their
interests and will improve access to financial capital even further.
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Annex
Annex A. Investment criteria and sub-criteria of Philanthropic venture capitalists

(Criteria obtained from: Scarlata & Alemany, 2009; Miller & Wesley, 2010; Scarlata et al., 2012)

Annex B. Explanatory document for the questionnaire respondents (experts)
The explanatory document that was sent to the investment experts after accepting the request for
the questionnaire-meeting, in Dutch or English
Dutch:
Voordat het interview plaatsvind, wil ik u in dit document graag kort toelichting verschaffen over het
doel van ons gesprek tijdens de Teams meeting. Dit om ons gesprek voor u zo efficiënt mogelijk te
laten verlopen.
In ons gesprek wil ik graag met u meten hoe verschillende investeringscriteria van impact
investeerders zich tot elkaar verhouden. Hiervoor hanteer ik 5 investeringscriteria en verschillende
sub-criteria die over het algemeen in ogenschouw worden genomen door impact investeerders,
volgens wetenschappelijk literatuur onderzoek (Scarlata & Alemany, 2009; Miller & Wesley, 2010;
Scarlata et al., 2012). Deze criteria en sub-criteria met toelichtingen zijn weergegeven in de
onderstaande tabel.
Tijdens ons gesprek zal ik u vragen deze investeringscriteria met elkaar te vergelijken. Om precies te
zijn, wil ik graag weten welke criteria voor u als impact investeerder/financier het belangrijkst zijn bij
een investering in een sociale onderneming, en welke minder zwaar wegen. Ditzelfde zal ik u daarna
vragen over de sub-criteria.
Voor de onderlinge vergelijking, maak ik gebruik van de volgende 9-punten schaal:
Equally important: 1
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Moderately more important: 3
Strongly more important: 5
Very strongly more important: 7
Extremely more important: 9
Intermediate values: 2, 4, 6, 8
English:
Before the start of our meeting, I would like to inform you of the aim of our Microsoft Teams
meeting. This document will therefore help to keep the conversation during our meeting as efficient
as possible.
With your help, I would like to evaluate the investment criteria of impact investors and measure how
they relate to each other. I will make use of 5 investment criteria and different sub-criteria that are
generally considered by impact investors, according to scientific literature reviews (Scarlata &
Alemany, 2009; Miller & Wesley, 2010; Scarlata et al., 2012). These criteria and sub-criteria are
presented in the table below, including the descriptions.
During our meeting, I will ask you to compare these investment criteria. To be precise, I would like to
know your preference on the most important criteria for investments in social enterprises.
Thereafter, I am interested in your opinion on the least important investment criteria. Finally, I will
ask the same questions for the different sub-criteria.
To make the mutual comparison, I will make use of the following 9-point scale:
Equally important: 1
Moderately more important: 3
Strongly more important: 5
Very strongly more important: 7
Extremely more important: 9
Intermediate values: 2, 4, 6, 8
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Annex C. Questions for performance rating of five portfolio companies, asked to the
decision-maker
Please rate the performance of several portfolio ventures/future portfolio ventures on the
investment sub-criteria, using the following method:
Please answer the following questions by using numbers between 1 to 5.
1 = very low/very small
2 = low/small
3 = medium
4 = high/large
5 = very high/very large
1. How would you rate the level of experience of venture x?
Organisation: ………
Score: ………
Organisation: ………
Score: ………
Etc.
2. How would you rate the level of personality of venture x?
3. How would you rate the level of educational background of venture x?
4. How would you rate the level of community-based network of venture x?
5. How would you rate the level of social impact of venture x?
6. How would you rate the level of financial returns of venture x?
7. How would you rate the level of scalability of venture x?
8. How would you rate the level of participation in one specific social market of venture x?
9. How would you rate the total market size where venture x is active in?
10. How would you rate the level of the business strategy of venture x?
11. How would you rate the level of the funding model of venture x?
12. How would you rate the level of the usage of one specific innovative technique of venture
x?
13. How would you rate the level of the deal terms in the contract with venture x?
14. How would you rate the level of the fit in the portfolio of venture x?
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