FOCUS ON MEASURING IMPACT — WHO COUNTS?
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Measuring social
return on investment
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Social Venture Technology Group (SVT) enables organizations to
measure, manage and communicate the intangible value, or human
impact, they create. While we use a variety of means, our core
framework is social return on investment (SROI) analysis, which

we see as an emerging management discipline, analogous to
conventional accounting. Our vision is that SROI analysis or its

like will eventually be adopted by all organizations, and that the
availability of this information will transform capital markets into
engines for the creation of a thriving planet and healthy people.
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Examples of SROI tools include: the Human Impact
and Profit (HIP) Framework, used by companies to
maximize return on sustainability expenditures and
communicateresults both internally and externally;
and New Progressive Coalition’s Political Return on
Investment™ (PROI) tool, which helps donors find
non-profits in their personal interest area that pro-
vide a high ‘social’ return for their money.

About SROI

SROI analysis puts a disciplined frame around the
questions ‘what social and environmental value do
we create?” and ‘how much does it cost us to do so?’
Instead of measuring the private financial costs and
value created by the organization, as conventional
accounting does, SROI analysis measures the costs
and value for people and the planet created by the
organization and relates them to the investment
required. The non-financial costs and value include
items that can be given a financial value (eg reduced
carbon emissions), items that can be measured quan-
titatively (eg the number of vanished species that
havereturned toaregion)and items that can only be
measured qualitatively (eg the quality of life of indi-
viduals in the region). They also include a narrative
aspect, eg chronicling how a group of waste pickers
became entrepreneurs over a certain time period.

The deliverables of this analysis are analogous to both
the balance sheet and the profit and loss statement.
The ‘balance sheet’ is the SROI Report, which gives a
snapshotofvalue created per unitofinvestment over
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a given period, plus, in SVT’s case, the RAP Graph,!
which plots impact results against the management
practices that drive those results. The profit and loss
equivalent is the SROI scorecard, which assesses
progress over a given time period against key indica-
tors. Taken together, they allow an organization to
see whereitisin respect of what it wants to achieve.

By systematically measuring quantitative, qualita-
tive and narrative information, itis possible to create
a more accurate picture of the organization’s ‘value
profile’, and to match investors and organizations
whose value profiles are aligned.

In practice

The first step in SROI analysis is for the organization
to clearly understand what change it aims to effectin
a given area. Once this is done, SVI’s methodology
involves, broadly speaking, defining the amount of
the problem the organization believes it can literally
solve to a certain measurablelevel, developing an im-
pactvalue chain (the organization’s inputs, activities,
outputs, outcomes and impacts), selecting appropri-
ate indicators, and collecting and reporting on
results, using the SROI Scorecard and Report.

Akey challenge is balancing long-term goals (such as
climate change abatement)with tangible milestones
on the road to reaching them. Few firms will volun-
tarily undertake a second detailed accounting
process, so SVIT’s expertise is in finding the right
balance between measurement credibility and orga-
nizational usefulness. SROI analysis also collects data
from studies that have tracked similar interventions
in order to obtain a proxy control group.

One of the most exciting implementations is that
done by Sierra Gorda Ecology Group (SGEG) which co-
manages a protected area in central Mexico. SGEG has
systematically measured its carbon emission reduc-
tions and other ecosystem impacts, and we worked
with them to incorporate these environmental mea-
sures with social and economic indicators into an
overarching SROI management framework. SGEG
recently executed a trade on the voluntary carbon
markets of carbon plus ecosystem services, at an
effective 50 per cent premium above carbon alone. Its
founder, Pati Ruiz Corzo (see p38), aims ultimately to
offer a ‘gourmet product’ of carbon plus ecosystem
services plus poverty alleviation for trade on the vol-
untary market. This would truly mean SVI’s vision of
amarket for social value creation had arrived![@



