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What is social return on investment?

Zhang Weina and Ruth Tan

WHATDOESIT MEAN?

Social return on investment (SROI)
is a framework that takes into ac-
count economic, social and environ-
mental value created or destroyed
by an activity.

Itis theratio of the total value cre-
ated by the activity to the invest-
ment cost incurred. It is much
broader than the traditional finan-
cial return considered in the
business world in that it also in-
cludes incremental environmental
and social value created for the key
stakeholders involved.

WHYISITIMPORTANT?

In the for-profit sector, financial re-
turns are widely captured and mea-
sured by many parties, including
firms, investors and intermediaries.
However, such luxury of data avail-
ability is not enjoyed by the non-
profit sector. Given the increasing
social issues and problems faced,

the non-profit sector has to attract
capital to provide effective solu-
tions, and SROI can be used to guide
investment decisions by the donors
as well as resource allocation by the
non-profit organisations.

The computed ratio can be used
to benchmark and compare with
similar activities done elsewhere to

improve the choice of activity as
well as the operational efficiency.

SROI can be applied in for-profit
organisations too. When a firm
hires a person with disability, not
only will that person gain more fi-
nancial income and have abetter so-
cial life, but the employer might
also enjoy a better public percep-
tion and higher staff morale.

The public sector can also use
SROI for better resource allocation
and policymaking, for example,
measuring the total value gener-
ated from having one more public
park for the surrounding commu-
nity and estimating the subsidy or

concession that can be granted to
employers of the marginalised
workforce for building a more inclu-
sive society.

IF YOUWANT TO USE
THE TERM, JUST SAY:

“Social return on investment takes
into account economic, social and
environmental value created or de-
stroyed by anactivity.”
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