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Whatisitrors

The Social Return on Investments is a tool for a social impact assessment that evaluates the
efficiency of a social innovation project by expressing in monetary form the wide range of
soclial innovation outcomes, regardless of whether they have a financial value or not. In other
words, SROI monetises social impacts to allow better comparisons with the financial cost of the
investment. Social impacts influence several aspects of individual well-being and not all the
benefits are measured in monetary units. The SROI allows an understanding of how effectively
the social innovation project employs resources to produce valuable services for the
stakeholders. One of the main benefits of SROI is to evaluate social impacts in terms of “return
on investment®, which is a metric widely understood by economic actors, such as investors,

lenders, and public bodies.
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The SROI analysis is participatory, therefore all relevant stakeholders should be informed about
what is valued and how. The calculation of SROI is composed of 3 phases. In the first phase, all
relevant costs and benefits of a social innovation project must be identified. In the second phase,
non-monetary benefits should be converted into financial measures. This step requires non-market
valuation techniques (e.g. stated or revealed preferences methods, Analytical Hierarchy Process),
whose complexity varies depending on the benefit that is valued and the available data. For this
reason, the calculation of SROI is not straightforward and requires some degree of technical
knowledge.
The SROI is calculated using the following formula:

SROI = SIV-11 A

11A X 100%

Where SIV is the total social impact value of the project, and lIA is the initial investment amount.

There are two main versions of the tool. In some cases, SROI is used as an ex-post tool to assess the
social impact of a social innovation project retrospectively. In other cases, SROI may be used ex-
ante, by comparing the expected performance of a set of project alternatives to identify the most

resource-efficient solution (the so-called forecasted SROI).

To download the complete guide:


https://socialvalueuk.org/resources/sroi-guide/
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