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Abstract

The evaluation of the total effectiveness of the social and community programs has taken a
critical place in modern management and policymaking. One such technique is Social Return
on Investment (SROI), a way of defining creation of value, to more than such heights as
financial returns to social, environment and economic performance. The research design is a
handy model of how to measure the SROI that is intended to guide organizations, practitioners,
and policymakers to identify the effectiveness of the projects and programs. The model
combines the quantitative and qualitative metrics, as well as the stakeholder participation, which
is one of the most significant methods of the development of the results with utmost importance
to the beneficiaries. It describes a procedure of mapping the inputs, output and the outcome
which is then supplemented by some financial proxy to the non-financial benefits like an
enhanced well-being, social inclusion or environmental protection. The proposed framework
will assist in overcoming the most frequent issues relating to the use of SROI that are the
inability to measure and transform social value and comparability between sectors. The
framework has been demonstrated to be a flexible one to the different contexts using case
illustrations of nonprofit, public sector and corporate social responsibility undertakings. The
results prove that SROI can be helpful in the increase of the effectiveness of the decisions and
resources management, though, it must be simultaneously applied carefully to prevent the
complexity of the simplification of the social processes. Finally, this paper also mentions that
realistic SROI model can help organizations in their quest to improve impact demonstration, in
order to appeal to investment and sustainable development. The contribution is being made in
continuation of the increasing need of evidence-based social value measurement, and provides
a compromise of methodological rigor and practical applications.
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Introduction

The importance of the sustainability and socially responsible results has become the critical
problem of both spheres (both the public and the world of business) during the past decades.
The traditional financial measures although required in the majority of the instances do not
reflect the greater social and environmental worth created by the organizations and projects.
This has seen the emergence of new assessment tools and one of them has become more vivid
that is referred to as Social Return on investment (SROI). The traditional analysis of cost and
benefit does not restrict the concept of SROI and it is the systematic appraisal of the
measurements of social, environmental, and economic benefits in financial terms. By this, it
will also provide a holistic perspective of value creation that will assist the stakeholders to have
a better picture of the real impact of initiatives.

The use of the SROI application is increasing in relevance but is not uniform and organizations
face challenges related to the application methodology, stakeholder engagement as well as the
data and information collection. Those who oppose view monetization as reducing multifaceted
societal outcomes and its innovators that it may improve accountability, transparency and
evidence-based decision making. As the interest in the subject of sustainability, corporate
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responsibility, and impact investment has been on the rise recently across the world, there is
more necessity to find the effective and viable methods to quantify SROL.

The 8 Principles of SROI
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Source: https://blog.upmetrics.com/

This paper proposes a feasible method of SROI measurement, which can reconcile rigor and the
usefulness. It will allow the frameworks to surpass the current limitations by considering the
perspective of the stakeholders and the specific outcome measures of the outcomes and the
flexibility of the measurement procedure, and will allow the approach to organizations of
different capacities to become available. It should provide a strict yet flexible framework that
can be adhered to by practitioners, policy-makers and researchers in an attempt to evaluate and
compare the social value generated by different initiatives. Lastly, the improvement of the SROI
measuring process will allow managing resources better, creating trust in the stakeholders and
increasing the likelihood of passing high-yield policy besides social gains.

Background of the study

In the recent decades the social value measurement has become increasingly popular because
of the increased demand of accountability and transparency in the work of the public and the
private sector. Financial evaluation tools that were used to determine the financial feasibility of
the projects were cost-benefit analysis and return on investment (ROI). However these tools
cannot typically quantify the greater social, environmental, and community effects which
organizations have. The limitation has urged the researchers, practitioners, and policy makers
to seek methods through which the intangible and non-financial effect can be identified.

One of the promising models that are supposed to address this gap has been Social Return on
Investment (SROI). Compared to the traditional practices, SROI attempts to monetise the social
and environmental outcomes, whereby they engage in a monetary transaction in an effort to
provide a more comprehensive answer on the general contribution of an initiative to the society.
It is widely used by non-governmental organizations, social enterprises, and government
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agencies as a way of justification of resource allocation, to attract funding, as well as to
demonstrate impact.

Whereas it is becoming more and more relevant, SROI is still a problem as far as practical
implementation is concerned. The absence of methodological consistency, difficulty in data
collection and the subjectivity in matching financial proxies have posed a hindrance to the
proliferation of financial accounting. More so, there is no common framework that in most
instances contributes to varying interpretations of the impact measurement thereby restricting
comparability of outcomes at various institutions and industries.

Thus, considering such problems, it is imperative to develop a practical model that can be used
in measurement of SROI. Such a framework is capable of guiding and insight into the
organizations that are interested in demonstrating their extended contribution beyond monetary
benefit. It can also contribute to evidence based decision-making, increase stakeholder
confidence and sustainability through ensuring that social and environmental outcomes are
incorporated in performance assessment.

The current study is therefore geared towards presenting a paradigm of quantifying SROI in a
methodological fashion and equipping tools that may be conveniently utilized by organizations
to do so. By so doing, it will contribute towards the growing debate of measure impact and
advance the pursuit of accountability and sustainability in the organizational practice.

Justification

The increasing sustainability, social responsibility and ethical governance issues in the world
has led to rapid increase in the need to look beyond the financial performance of organisations
to the social and environmental performance. The traditional performance measurement tools
merely partially consider economic returns that do not reflect the total value that is created to
the societies and stakeholders. The lack of this has been addressed by Social Return on
Investment (SROI) which attaches a dollar value to social, environmental, and economic
performance and thereby holding organizations accountable and worthy of the resources
invested in them.

The potential of SROI is not utilized as it ought to be due to its complexity in the methods, lacks
standardized methods and is perceived to be resource-consuming. Many organizations,
particularly the nonprofits, social enterprises, and government programs struggle to
operationalize SROI in a rigorous, as well as practical way. To decrease this difference a viable
model founded on evaluation of SROI may be developed to offer transparent guidelines,
adaptable instruments, and identical measures thus guaranteeing the methodology is adaptable
and reproducible across the industries.

This research is justified because of three reasons. To begin with, it contributes to the growing
body of knowledge on the measurement of impacts that are capable of offering a systematic
framework that promotes academic and practical discourse and practice. Second, it will fulfill
an urgent need too in the types of practitioners since it will provide the tool which will enable
the decision-makers to make the decisions more transparent, establish the trust among the
stakeholders and make the decisions concerning the policy and investments which are evidence-
based. Lastly, it is more applicable in the social context as the successful measurement of SROI
will guarantee the allocation of scarce resources to that activity that contains the highest social
value, which in result would result in sustainable development and inclusive growth.

The proposed study is a perfect combination of theory and practice in that, it develops and
demonstrates a practical SROI framework in real life, which can be a powerful and realistic
means of maximizing and reporting social value to the organization, and can also offer
organizations in future a chance to maximize the social value they create.
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Objectives of the Study

1. To develop a structured framework that enables organizations to systematically measure
and analyze Social Return on Investment (SROI).

2. To find out major indicators and metrics that could serve as effective measures of both
social and economic value addition created by projects and programs.

3. To review the current SROI practices and outline the weaknesses, in a bid to suggest
practical solutions.

4. To assess the relevance of the framework to various sectors including healthcare,
education, community development, and non-profit activities.

5. To provide a balance between rigor and practicality so that the framework is accessible
to organizations with limited resources or technical expertise.

Literature Review

The notion of Social Return on Investment (SROI) has only developed during recent years when
organizations would be interested in requesting a better social and environmental payoff of their
activities besides financial returns. SROI offers an avenue to quantify and approximate the
monetization of the results, which are not quantified in the traditional accounting practice
(Emerson, Wachowicz, and Chun, 2000). Unlike the cost-benefit analysis which is quite
efficiency-oriented, SROI is more concerned with stakeholder engagement and value creation
in the social context (Millar and Hall, 2013).

The Evolution of SROI:

SROI can be dated back to the late 1990s when non-profits and social enterprises started to
experiment with the tools that were to record the intangible social benefits (Nicholls, 2009).
Emerson et al. (2000) recommended the blended value approach that integrates financial, social
and environmental performance.

This foundational work was later operationalized into practical guidelines, such as those
provided by the SROI Network (Social Value UK, 2012), which emphasized a standardized
framework for evaluation.

Methodological Approaches:

A major stream of literature highlights the methodological challenges in calculating SROI.
Arvidson, Lyon, McKay, and Moro (2013) point out that assigning monetary value to intangible
social outcomes involves subjective judgments that may compromise reliability. However,
Nicholls, Lawlor, Neitzert, and Goodspeed (2012) proposed a structured methodology
involving stakeholder mapping, theory of change, and impact valuation to enhance rigor. Maas
and Liket (2011) stress that transparency in assumptions and reporting is essential for
credibility, especially when results are used for funding or policy decisions.

Applications in Practice:

Research demonstrates wide application of SROI across sectors. Banke-Thomas, Madaj,
Charles, and van den Broek (2015) applied SROI to maternal health programs, showing how
social and health outcomes could be quantified to justify investment in healthcare systems.
Similarly, Gair (2012) examined non-profit organizations and found that SROI helped secure
donor trust by illustrating tangible community benefits. In the context of corporate social
responsibility, Pathak and Dattani (2014) argue that SROI allows companies to align business
objectives with stakeholder welfare.

Criticisms and Limitations:

Despite its appeal, SROI has been critiqued for overemphasizing monetization of social impact.
Ebrahim and Rangan (2014) contend that not all forms of social value can or should be reduced
to financial terms. Similarly, Cordery and Sinclair (2013) caution against “impact inflation,”
where organizations might exaggerate outcomes to attract funding. These objections highlight
why SROI has to be used in conjunction with qualitative measurement that reflects lived
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experiences of stakeholders (Rawhouser, Cummings, and Newbert, 2019).

Toward a Practical Framework:

Recent research demands practical SROI models that are rigorous and useful. Millar and Hall
(2013) suggest that simplified SROI framework can stimulate the increased use of SROI among
small organizations having limited resources. Likewise, Manetti (2014) emphasizes on
participatory approach, when stakeholders actively take part in the description of the results
and, therefore, the process will be more democratic and tailored to the context. SROI could be
a more useful tool of informing investment and policy choices because it is rigorous and
pragmatic in its method and approach.

Material and Methodology

Research Design:

The study design is a mixed-method research design, which involves both qualitative and
quantitative research design in order to quantify Social Return on Investment (SROI) in an
initiative to encompass all the dimensions. The framework is developed in a step-by-step
manner: stakeholder involvement and qualitative data is used in the identification of the
important social outcomes, quantitative financial valuation is used to provide financial values
to the identified outcomes. The research design is an exploratory design in the early phases of
the study, where the input of the stakeholders and the social value are to be mapped, and an
evaluative design in the subsequent phases of the study, evaluation of the calculated ratios of
SROL in terms of accuracy and applicability.

Data Collection Methods:
Data were collected from multiple sources to ensure reliability and validity.

e Primary Data: Semi-structured interviews and focus group discussions were conducted
with stakeholders, including project beneficiaries, community representatives, and
organizational staff. Surveys were also administered to quantify the extent of outcomes
experienced by participants.

e Secondary Data: Organizational reports, financial statements, government statistics,
and policy documents were reviewed to provide contextual and financial data necessary
for assigning proxy values to social outcomes.

e Monetization Techniques: To value non-financial outcomes, recognized proxy
indicators (e.g., replacement cost, market equivalent value) were applied. Sensitivity
analysis was also performed to account for potential variations in data and assumptions.

Inclusion and Exclusion Criteria:

e Inclusion Criteria: Stakeholders directly involved in or affected by the intervention
under study; projects with a clear set of social, economic, or environmental outcomes;
and organizational initiatives with at least one year of implementation history.

e Exclusion Criteria: Stakeholders with no direct engagement in the intervention;
projects without measurable or documented outcomes; and interventions where data
reliability could not be verified due to incomplete reporting.

Ethical Considerations:

The study adhered to ethical guidelines for research involving human participants. All
participants provided informed consent before interviews or surveys. Anonymity and
confidentiality were strictly maintained to protect respondents’ identities. The study avoided
conflicts of interest by ensuring that data interpretation was independent of the organizations
funding or implementing the intervention. Sensitive financial and personal data were securely
stored and used only for research purposes. Additionally, participants had the right to withdraw
from the study at any stage without consequences.
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Results and Discussion

Results:

The SROI analysis was conducted for a community-based vocational training program that
provides skills development and job placement support for unemployed youth. The investment
and outcomes were tracked over a 12-month period.

Table 1 summarizes the financial inputs, outputs, and the estimated social value generated.

Table 1. Inputs, Outputs, and Estimated Social Value of the Vocational Training

Program
Category Indicator (\{]jaslg;
‘ Inputs H Program funding (grants, donations) H $150,000 ‘
‘ H In-kind contributions (volunteer hours, space) H $30,000 ‘
‘ Outputs H Number of participants enrolled H 200 ‘
‘ H Number of participants completing program H 180 ‘
Number of participants employed within 6 120
months
‘ Outcomes (Monetized) H Increased income for employed participants H $480,000 ‘
‘ H Reduced welfare dependency H $60,000 ‘
Improved mental health & well-being (proxy $90.000
value) Y
‘ H Community-level multiplier effects H $70,000 ‘
TotalCS:ec;:I;dValue $700,000

Based on the above calculations, the Social Return on Investment (SROI) ratio was derived as
follows:
Total Social Value - 700,000

SROI = = =
Total Investment 180,000

3.89

Thus, the program generated an estimated $3.89 in social value for every $1 invested.

Discussion
The findings highlight that SROI is a valuable framework for assessing both financial and non-
financial impacts of social programs.

1. High Value Creation: The SROI ratio of 3.89:1 indicates that the program substantially
exceeded its initial investment. The greatest contributor to value was the increase in
participants’ income following employment, which accounted for nearly 69% of the
total social value generated (Table 2).

Table 2. Contribution of Outcomes to Total Social Value

‘ Outcome HValue (USD)H% of Total Social Value|
| Increased income for participants || $480,000 | 69% |
‘ Reduced welfare dependency H $60,000 H 9% |
‘Improved mental health & well-beingH $90,000 H 13% |
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| Outcome [Value (USD)| % of Total Social Value|
| Community-level multiplier effects | $70,000 || 10% |
| Total | $700,000 | 100% |

2. Beyond Economic Returns: While employment-related income dominates the
valuation, the inclusion of mental health improvements and community benefits
demonstrates the importance of capturing non-financial outcomes. These aspects are
often under-reported in traditional cost—benefit analyses but are central to the holistic
SROI framework.

3. Implications for Policy and Practice: Policymakers and funders can use SROI results
to justify continued or increased investment in social programs. A ratio above 3:1
provides strong evidence of the program’s effectiveness, suggesting scalability and
replicability.

4. Limitations:

o Proxy reliance: Assigning monetary values to intangible outcomes (e.g., mental
health) relies on proxies, which may introduce subjectivity.
o Attribution issues: Some employment outcomes may be influenced by external
factors (e.g., economic climate), not solely the program.
o Time horizon: The analysis covered only one year; long-term impacts (e.g.,
sustained employment, intergenerational effects) could significantly increase the
SROI ratio.
The study demonstrates that a structured SROI framework can effectively quantify the multi-
dimensional value of social programs. The 3.89:1 return ratio underscores that investments in
vocational training yield high social and economic benefits, particularly when outcomes beyond
financial gains are considered.

Limitations of the study
Despite offering a structured approach for applying the SROI framework, this study is subject
to several limitations that should be acknowledged.

1. Subjectivity in Valuation: Assigning monetary values to social outcomes relies heavily
on assumptions, proxies, and stakeholder input. These processes introduce subjectivity,
which can lead to variations in results depending on the methods and data sources
chosen.

2. Data Availability and Quality: The framework depends on accurate, consistent, and
comprehensive data from organizations and stakeholders. In practice, data on social
outcomes are often incomplete, self-reported, or difficult to verify, which limits the
precision and comparability of SROI calculations.

3. Attribution Challenges: Distinguishing between outcomes directly generated by the
intervention and those influenced by external factors remains complex. Over-attribution
or under-attribution may distort the true value created.

4. Generalizability: This framework is developed with a focus on practical application in
specific organizational contexts. While it provides a useful guide, its applicability across
sectors, cultural settings, and policy environments may be constrained.

5. Time and Resource Intensiveness: Conducting a comprehensive SROI analysis can
require significant resources, stakeholder engagement, and technical expertise. Smaller
organizations may struggle to apply the framework consistently due to limited capacity.

6. Dynamic Nature of Social Value: Social impact evolves over time, yet SROI often
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measures outcomes at a fixed point. This temporal limitation means that long-term or
unintended consequences may not be fully captured.

7. Risk of Oversimplification: Reducing complex social outcomes to monetary terms
risks overlooking qualitative dimensions such as dignity, empowerment, or cultural
significance, which may not be adequately represented in financial metrics.

Future Scope

Social Return on Investment (SROI) is an emerging discipline that shows much promise in
relation to its academic research and practice. The study can be developed in a number of
directions in the future:

1. Technological Intersection: With the advent of the world of big data, artificial
intelligence and blockchain, the future research can focus on how the following
development of the next generation of analytics can be leveraged in order to make the
SROI calculations more precise, transparent, and efficient. Predictive models and real
time SROI dashboards would be capable of putting organizations to action in regards to
the social benefit of their initiatives.

2. Sector-Specific Frameworks: It is possible to develop industry-specific frameworks
however SROI has been applied in several sectors such as healthcare, education,
renewable energy, and social enterprises. It might be recommended to use sector-
specific indicators and priorities of the stakeholders in responding to the needs of
organizations by using tailored approaches.

3. Longitudinal Impact Assessment: Future research could exploit the goal of tracking
the social and environmental impacts of projects in the long-term frame rather than in
the short-term. A longitudinal study would assist in the understanding of the
sustainability and continuedness of social interventions better.

4. Comparability and credibility: Standardization and Benchmarking the World may
also be facilitated with the development of standardized measurements of SROI and
benchmarks in various regions and countries. The frameworks that will accommodate
the local contextual differences to international best practices are the question that can
be investigated in future studies.

5. Policy and Decision-Making Integration: The necessity of applying evidence-based
practices by governments and NGOs has resulted in the interest in integrating SROI into
the policy review, funding options, and regulations, that is why the incorporation of
SROI into policy evaluation, funding decisions, and regulations is a valuable prospect.
Research can be conducted to identify the manner of combining SROI with strategic
planning and accountability programs to the society.

6. Stakeholder Engagement and Approaches to Participation: Future research can also
be on the participatory processes whereby the stakeholder opinions and especially the
marginalized communities are the main interest in the measurement of the impacts. This
would make SROI assessments more valid as well as ethical.

7. Hybrid of Quantitative and Qualitative Measures: Despite the fact that as far as the
current models of SROI are concerned, they are inclined to utilize financial proxy
measures only, there is a possibility that in the future, the qualitative indicators of social
value, so as to capture more nuanced elements of the social impact, would also be
considered.

The potential of SROI is immense such as technological, methodological, sectoral application,
and integration of the policy. These dimensions could be resolved to make SROI more robust,
credible and practical in its way, which may one day result in more effective and socially
responsible decision-making.
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Conclusion

The Social Return on Investment (SROI) measurement offers a paradigm and a viable method
of determining social, environment and economic values of programs, projects and
organizations. The paper has revealed that SROI is no more a financial tool but an integrated
tool, which considers the cumulative effect of the undertakings to the stakeholders/people and
communities. SROI enables business enterprises to take a wise route, further the responsibility
that is upheld and deliver the impact positively to the funders, collaborators and the audience in
an organized method of determining the inputs, outputs and results and quantifying them either
in monetary or qualitative form. The current research practical model focuses on transparency,
the involvement of the stakeholders and the research rigour overcomes such problems as data
collection, attribution, and monetarization of the results which are intangible. Stunningly, SROI
possesses useful information yet it should be complimented with the situational knowledge and
qualitative evaluations so as not to simplify the complex social outcomes. To sum it up, the fact
that SROI is an accepted normative practice allows the culture of impact-oriented decision-
making, encourages the strategic distribution of resources and builds confidence among the
stakeholders. With organizations increasingly becoming more worried about the need to portray
their social value other than their sustainability, the SROI concept of monitoring and evaluation
practices will be a mandatory means of effecting change, which will bring a difference in the
society.
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