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Methods and More Market:  

Social Return on Investment (SROI) 

 

Background 

 

In 2007, Stichting Het Groene Woudt/The Green Forest Foundation (SHGW), 

International Child Support (ICS) and Context, international cooperation started to work 

together on the methodology, Social Return on Investment (SROI). This methodology, 

already applied in the social sector, is new to the development sector. Cooperation 

between these organisations includes an exploration of the relevance, positioning and 

applicability of SROI and is based on a literature review, interviews and field research, 

developed according to the principles of participatory learning and collaborative action 

research. These principles place the knowledge, insights and experiences of participants 

at the centre of the entire process. A number of Southern organisations have taken part in 

this collaborative venture: amongst others, ICS offices in Asia and Africa; and four India 

organisations, namely Cecoedecon, Gram Vikas, the Agriculture and Organic Farmers 

Group (AOFG) and Shri Jagdamba Samiti/Partnership for Clean Indoor Air (SJS).  

 

Based on a write-shop organised in November 2009, in which various development 

practitioners experimenting with SROI participated, a practical and a visual guide to 

SROI in the development sector is currently being developed and will be launched in the 

autumn of 2010. Furthermore, Context, international cooperation is working together 

with the Social Evaluator, an SROI software supports for organisations interested to 

applying SROI. 

 

What is SROI? 

 

Activities generate economic, social, environmental and, potentially, many other results. 

An SROI analysis tries to bring these results together and to express them as one value. 

Such an analysis tries to understand, measure and report on these social, environmental, 

economic and possible other results, created by organisations or networks. It identifies 

the sources of value, tries to find adequate indicators of this value, and develops 

qualitative and quantitative expressions of these indicators. In the end, SROI monetises 

(some of) these indicators by assigning financial equivalents to social, environmental and 

other returns. Examples of such returns include: more jobs, increased life expectancy, 

less absence from work due to sickness, reduced waste, a cleaner environment, lower 

crime rates, higher tax returns and lower public health expenditures. 

 

The process of an SROI analysis leads to the so-called SROI ratio. This is the ratio 

between the value of the benefits and the value of the investment. For example, a ratio of 

3:1 indicates that for every Euro invested by an organisation, three Euro worth of value 

(economic, social, environmental and/or other) is delivered to society. When calculating 
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an SROI ratio, it has to be realised that such a figure is, in itself, of limited use. Data 

about similar organisations are needed to assess whether a SROI ratio of 3:1 is good, to 

be expected or below average.
.
 

The framework of SROI has broadened since it was originally developed. 

Methodologically, the original focus on monetisation is considered not to be sufficient 

and/or feasible because not everything can be sensibly monetised. Ideally, the SROI 

methodology should combine quantitative and qualitative measurements: providing a 

quantitative investment ratio, in combination with a narrative, based on qualitative 

methods, such as storytelling exercises. In recent versions of SROI, more emphasis has 

been put on ascribing value to unintended consequences and negative impacts next to 

intended and positive ones. A typical SROI analysis thus consists of (i) a specific process 

by which the SROI ratio is calculated, (ii) contextual information in quantitative, 

qualitative and narrative terms to enable accurate interpretation of that ratio, and (iii) 

additional information on values which could not be monetised during the analysis. 

 

SROI bases its understanding of value on the perceptions of stakeholders. To take a 

simple example, the  monetary value of a pair of fashionable, brand-name shoes will be 

very different for a child who wants to show off to friends than for his or her parents who 

have to pay for the shoes. In the development sector, stakeholders have to be regarded as 

the owners of the intervention. They are the actors in their own development process and 

they are the ones who should define the intended changes and results to be achieved. As 

such, SROI can be employed to make a deliberate choice to analyse results from the 

perspective of the beneficiaries.  

 

Thus, SROI can provide a good basis for improvement of an organisation’s performance 

because the point of view of the organisation’s programme can itself be placed in the 

centre. In this way, the results of development cooperation can be measured 

‘developmentally’, which implies measuring in a participatory way, self-respect and 

contributing to the development objectives of local organisations. SROI also has the 

potential of providing learning opportunities. 

 

The SROI steps 

 

Step 1: Defining the boundaries (objectives and scoping) 

As a first step, one needs to clarify what is going to be measured and why a measurement 

process is being started. The scoping phase helps to define the boundaries of the analysis 

and this is critical to making the SROI analysis practicable. In the scoping phase, explicit 

boundaries of what is to be included or excluded from measurement are defined.  

 

Step 2: Identification and selection of key stakeholders 

Once one is clear about the scope of SROI, the next step is to identify and involve 

stakeholders. 

 

Step 3: Theory of change 
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This is one of the most important steps within the SROI framework. It tells the story of 

how stakeholders involved in the project believe their lives have changed or will be 

changed.  
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Step 4: What goes in? 

In order to make a project possible, inputs need to be provided. In this step you will 

identify what has been contributed by all stakeholders involved in order to make the 

project possible. 

 

Step 5: What comes out? (Identifying results) 

This step visualises the results of the project. These can be on both outcome or impact 

level, and both positive and negative. In this step, stakeholders formulate indicators in 

order to express a simple and reliable manner to measure achievement or to reflect the 

changes connected to an intervention. 

 

Step 6: Valuation 

This step entails assigning a value (often expressed in monetary terms) to the social 

and/or environmental outcomes or impact of an intervention.  

 

Step 7: Calculation of the SROI ratio 

By calculating the SROI ratio, a comparison can be made of the investments (inputs) on 

the one hand and resultant social and environmental returns (outcomes and impact of an 

intervention) on the other. Calculate the rate of return: all (adjusted) valuated 

results/invested inputs. When the SROI ratio is higher than 1, there is a net positive 

result. 

 

Step 8: Verification 

Validate the data obtained. 

 

Step 9: Narrative 

An SROI ratio, as such, provides interesting information but it should be embedded 

within the larger context in order to fully understand its meaning. The narrative provides 

information on the process and allows for describing elements that could not be measured 

or could not be valuated. 

 

More information  

 

For more information on SROI, please visit the following websites:  

 

http://sroiseminar2009.wordpress.com/ 

www.developmenttraining.org (Contextuals No. 4, 8 and 9) 

http://socialevaluator.eu 
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