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The Investment Position
A Traditional Perception of FROI Versus SROI
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The rise of Social Return

Pure
Social
Market

-100%
Social
Return

Social
Capital
Market

Blended
Return

Pure
Financial
Market

-100%
Social
Return

Full
Financial
WEG
Rate of
Return
and No
defined
Social
Return

Lending to
9-17% ROI
and
Discount to
Market
Rate Return
and Access
to below
Mkt Cost
Capital

Program
related
Investmen
t with 3%
ROI

Grant with
Principal
Recovery
Provision,
\[elz{0]

Grant or
Charitable
Gift From
Foundation
No Principal
or Interest
Return,
Social
Returns on
Investment




An Enterprise Development Framework
Commercial Enterprise Social Enterprise
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This diagram builds upon the work of j. Gregory Dees (John Gardner Professor, Graduate School of Business, Stanford University) presented in “The
Social Enterprise System: Philanthropy to Commerce, “ 1996, Harvard University. This particular Enterprise Development Continuum was created by
the author of the present paper so assist iStart Ventures in Seattle in creation of their philanthropic strategy.




A Spectrum of Investor Institutions
And Factors Related to their Activities

Traditional

Community Capital
: Debt. Institutions
Financing

(Banks, MFs)

Traditional Philanthropy

— Seeks to Maximize Social Return

— Majority of applied funds not viewed as type of investment
— May engage in Program Related Investments

— "Evaluation” used to assess relative social impact

— Often invests endowment in Traditional Capital Institutions

Social Equity Investors <=———————) Drjyate Equity Investors



A Spectrum of Investor Institutions
And Factors Related to their Activities

Community Traditional

Debt Capital
Institutions
Financing (Banks, MFs)

Socially Resonsible Investment Funds

—Seeks Market rate financial returns

—Seeks to minimize negative social, environmental or other
Impacts

—Pro-active social, environmental or other screen for
investing

—May Engage in Social Audits and “follow-along” monitoring
—Shareholder Activism

—No calculation of SROI

Social Equity Investors <=—————————) Drjyate Equity Investors




A Spectrum of Investor Institutions
And Factors Related to their Activities

Traditional
Capital
Institutions
(Banks, MFs)

Community
Debt
Financing

Traditional Capital Institutions

— Seeks to Maximize Financial Return

— Analysts “observe” performance and make no
direct effort to influence the operation of the
investee corporation

— May engage in traditional philanthropy by
making grants to nonprofit organizations

— No thought of SROI

Social Equity Investors — mm— Dy ate Equity Investors



Social Capital Performance
Tracking the Returns of a Blended Value Proposition

e Blended
Economic | S I/ROI
Value ﬂs\\\
Transactive Social Capital N
Sources of Monetary Exchange

A. For-Profit Capital
B. Non-Profit Capital
C. Ecological Context

Interactive Social Capital
Sources of Social Exchange
I- Families
II - Communities
III - Firms
IV — Civil Society
V — Public Sector
VI - Ethniciy
VII- Gender

Social Value +1




Assessment
Methods

Desired
Outcomes

REDF Approaches to Measuring Impact

A, AR A A
INDIVIDUAL ENTERPRISE ORGANIZATION SOCIETY/
(enterprise (program) COMMUNITY
employees)

= Demographics *® Demographics OASIS = SROI |

= Social outcomes*® Social outcomes - Cost/Bgneﬁt

= Stories = Financial results analysis
Individual = Group of Healthier, = Improved society
improved lives improved lives more effective = Dollar impact on

= Healthy, growing/ Organizations community
profitable = Cost effective

businesses strategies



Measuring Impact on SOCIETY (SROI in 2004)

AGENCY Activities and Outcomes AGENCY Financial Systems and Reports
ENTERPRISE ENTERPRISE
L r J
- usage of social - busingss
services data valuation
- new taxes - business
generated profitability

SROI FRAMEWORK/ANALYSIS

Total impact of enterprise on society/community
iIn monetary terms
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Implications of the BVP at Multiple Levels:

Our Understanding of the Nature of Capital

Our Perception of For-Profit Companies and how we define
their role in creation of Social and Environmental Value

Our Assumption Nonprofit Organizations primarily create
Social Value

Our Definition of what constitutes “returns” and the need to
create new metrics by which capital performance may be
assessed for its generation of multiple returns.



Implications for our Definition of Returns

m Those committed to true value maximization
recognize that existing econo-metrics and reporting
frameworks are the product of 70+ years of
exploration and development...

m ...and the “new metrics” by which managers will track
performance and investors will understand BVP
returns will build on this base, but...

these “21st Century Metrics” will themselves be the
product of new debate and exploration over the next
decade. (Jed Emerson’s quote)



Meer weten over SROI ?

WWW.Srol.nl
www.redf.orq
Dokifath / Scholten & Franssen

Email: info@dokifath.nl

“The Nature of Returns: A Social Capital Markets
Inquiry into Elements of Investment and the
Blended Value Proposition,” A Harvard Business
School Working Paper published in 2000.



Stellingen

m De Blended Value Proposition / SROI methode maakt
een onderneming zich weer extra bewust van de impact
van en op haar omgevings- factoren

m Het SROI analyse proces is legt veel beslag op
ondernemingscapaciteit, echter daardoor leert u wel alle
effekten van de onderneming kennen in de omgeving,
waarin deze opereert.

m Binnen 10 jaar zal een onderneming even zwaar op SROI
als op FROI-indicatoren worden beoordeeld.



