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Disclaimer

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability
of the information contain herein. None of Anglo American or any of its affiliates, advisors or representatives shall have any
liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this material or otherwise
in connection with this material.

Group terminology

”

In this material references to “Anglo American”, the “Anglo American Group”, the “Group”, “we”, “us”, and “our” are used to
refer to either Anglo American plc and its subsidiaries and/or those who work for them generally, or where it is not necessary
to refer to a particular entity, entities or persons. The use of those generic terms herein is for convenience only and is in no
way indicative of how the Anglo American Group or any entity within it is structured, managed or controlled. The Anglo
American Group is comprised of separate legal entities. "Subsidiaries" are entities over which the Anglo American Group
directly or indirectly is able to exercise control, and entities over which the Anglo American Group has joint control are
referred to as “joint ventures”. "Managed joint ventures" are entities where the Anglo American Group has management
control or an ability to direct day to day activities.

Intellectual Property

We are the owner of all trade marks, trade names, business names, service marks, design marks, patents, rights to
inventions copyright and related rights, rights in get-up, goodwill, database rights and all other intellectual property
appearing on or contained within this material.

Except as expressly provided below: (a) use of the material does not grant you any right, title, interest or licence to any
such intellectual property appearing on or contained within the tools on this material; (b) use or reproduction of the
intellectual property is strictly prohibited; and (c) nothing in this material should be construed as granting, by implication,
estoppel, or otherwise, any licence or right to use any of the intellectual property in this material.

We grant you a revocable, non-transferable, non-exclusive, royalty free licence to use this material, and any and all
intellectual property that we own in this material.

We make no express or implied warranty or representation that: (a) we have the right to grant the licence set out above
and such licence is granted solely on the basis of the rights that we actually hold; (b) the intellectual property contained in
the tools is valid or enforceable; and (c) any use of this material shall not infringe any third party’s intellectual property
rights.

© 2020 Anglo American

™ AngloAmericun ™
and

Anglo American™, are trade marks of Anglo American
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TOOL 3 -SOCIAL RETURN ON INVESTMENT

This guidance tool supports the development of a Social Return on Investment (as per the SED
Planning guidance) for projects undertaken as part of an identified priority element. It aims to equip
sites with a sufficient level of understanding of the Social Return on Investment methodology and
process to enable the site teams to use it to improve strategic planning, to communicate impact and
support attracting investment, for making investment decisions, and evaluating projects post
implementation .

What is Social Return on Investment (SROI)?

Social return on investment (SROI) is “an outcomes-based measurement tool that helps
organisations to understand and quantify the social, environmental and economic value they are
creating. SROI is a participative approach that is able to capture in monetised form the value of a
wide range of outcomes, whether these already have a financial value or not” (NEF, 2017).

In simple terms, SROI is a structured framework for comparing the investment cost of a project -
where the investment may include time, expertise, access to plant or facilities as well as money - with
the measured or expected outcomes, which may include quality of life, workforce retention,
intellectual property, reputation etc). The process and framework are robust, the calculations and
results repeatable, and an accredited SROI report is generally assumed to be a gold standard.

The process consists of extensive stakeholder engagement, usually in the form of semi-structured
interviews and group workshops. An SROI report should include a commentary on the findings and
recommendations for acting on the results. SROI is designed to drive change and deliver benefits,
not to sit on a shelf.

How SROI Can Help Projects

An SROI analysis can fulfil a range of purposes. It can be used as a tool for strategic planning and
improving, for communicating impact and attracting investment, or for making investment decisions. It
can help guide choices that Social Performance managers face when deciding where they should
spend time and money. Other benefits include:

¢ allowing the quantification of the value of projects so that it is possible to decide between
different interventions. Quantification also allows to evaluate full spectrum of impacts of an
intervention that can be used to improve effectiveness of future interventions;

e facilitating strategic discussions and helping you understand and maximise the social value an
activity creates;

¢ helping you target appropriate resources at managing unexpected outcomes, both positive
and negative;

e demonstrating the importance of working with other organisations and people that have a
contribution to make in creating change;
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e identifying common ground between what an organisation wants to achieve and what its
stakeholders want to achieve, helping to maximise social value; and

e creating a formal dialogue with stakeholders that enables them to hold the service to account
and involves them meaningfully in service design.

SROI can help make your organisation more sustainable by:
e raising your profile;

e making your tenders more persuasive by being able to clearly articulate the expected impact
of a project/intervention; and

e improving your case for further funding.

Limitations and Challenges of SROI
SROI is not without limitations and challenges to ists implementation including:
e |tis time-consuming, especially if there is not already a good M&E system in place

e There is the risk that the ratio oversimplifies potential range of impact of a project — some
aspects might be difficult to quantify.

The Principles of SROI

SROI was developed from social accounting and cost-benefit analysis and is based on seven
principles. The principles are:

e Involve stakeholders.

¢ Understand what changes.

e Value the things that matter.
¢ Only include what is material.
e Do not over-claim.

e Be transparent.

e Verify the result.

Like any research methodology, SROI requires judgement to be used throughout the analysis and
there is no substitute for the practitioner’'s judgement. Therefore, it is likely that sites will bring in
external expertise to undertake any SROI work, at least until the site had built up its own capacity.

4A Tool 3 — Social Return on Investment
Anglo American Social Way, Section 4A. Socio-Economic Development 4



[OFFICIAL]

This guide seeks to provide guidance on the various points in the process where judgements are
required, and where decisions about materiality need to be taken.

The Six Stages of SROI

SROI has a structured framework to determine the quantities of benefit delivered (and sensitivity or
range, if an estimate), calculate the actual (or projected) impact and return on investment, and
robustly estimate a financial equivalent for those beneficial outcomes that do not already have one.

The process consists of six stages:

Establishing scope and
identifying stakeholders

Establishing scope | Identifying stakeholders | Deciding how to involve stakeholders

Starting on the Impact map | Identifying inputs | Valuing inputs | Clarifying inputs | Describe

Mapping outcomes outcomes

Evidencing outcomes Developing outcome indicators | collecting outcomes data | Establishing how long outcomes

and giving the value lasts | Putting value on the outcome

Establish Impact Deadweight and displacement | Attribution | Crop off | Calculating your impact

. Projecting into the future | Calculating the net present value | Calculating the ratio | Sensitivity
Calculating SROI analysis | Payback period

Reporting using Reporting to stakeholders | Using the results | Assurance
and embedding

Figure 1. Stages of SROI

Forecast and Evaluation SROI

An SROI can be a forecast SROI or an evaluation SROI. Forecast SROIs are conducted before the
project takes place and are often developed to provide justification for doing the work or for deciding
between different projects. These are becoming more common. A forecast SROI analysis helps you
to put in place a measurement framework so that you can come back to do evaluative SROI in the
future.

The more traditional SROI analysis is an evaluation SROI, which measures the actual outcomes that
have taken place over a given period and the social value of those outcomes.

It is much less time-consuming to prepare a forecast than to conduct an evaluative SROI analysis.

To simplify the explanation of how to undertake SROI, the rest of this guidance note is written from
the perspective of an evaluation SROI that is undertaken post project implementation. A forecast
SROI follows the same process but is based on expectations not facts.
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Step 1. Establishing scope and identifying key stakeholders

It is important to have clear boundaries about what the SROI analysis will cover, who will be involved
in the process, and how they will be involved (how many and which representatives, in workshops or
one-to-one interviews, written submissions). The scope should cover as a minimum:

e the project purpose
e The purpose of this SROI analysis?
e When the process will begin

e Outline any specific motivations driving the work, such as strategic planning or funding
requirements

e Who the analysis is for

e Finally, the scope will also need to consider the resources available or that will need to be
motivated for.

It is important to consider who will actually carry out the work. Ideally, eventually the site team will be
skilled enough to undertake the SROI analysis internally but at least initially, and sometimes for a
specific need external help is likely to be required. The process requires skills and/ experience in
finance, accounting, evaluation and stakeholder engagement.

During the scoping of the SROI it is important to consider the range of activities on which to focus.
The scope should remain as small as possible especially when first undertaking SROI analysis or
where the budget is limited. It is important to clearly describe what is intended to be measured. For
example, if the activity was ‘work with young people’, this may cover several departments and several
actions where in actual fact the interest is really in something more specific, like ‘mentoring support
provided to young people’.

The timeframe for the SROI (i.e. how many years of investment should be included? Which range of
benefits should be included?) will be determined by the type of thing being measured. Substantial
civil engineering work with an expected lifetime of between 30 and 100 years should probably have
an SROI based on a timeframe of around 15 years. A project looking at adults with learning
disabilities should expect to evaluate its impact over an 18-month to three year period because of the
potential impact of other changes that affect individuals and changes in government policy.

The most time-consuming aspect of an SROI analysis, and the biggest impact on the quality of the
analysis, is the time spent talking with stakeholders. This is the foundation on which the SROI is
based, consequently this is an area which should receive the most effort and energy: to select the
right stakeholders, to ensure they make appropriate input, and to ensure that that input is properly
understood.

Step 2. Mapping Outcomes

Engaging with your stakeholders will develop an impact map, which is a Theory of Change (causality
chain) with branches that represent the relationship between inputs, outputs and outcomes.
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The stakeholders are likely to see the project from different points of view. They will have different
views or perspectives on what the outputs are, and it may take two or three interviews with a
particular stakeholder group (for example, beneficiaries of the project or service). It is crucial to
identify the primary beneficiary group. .

In most situations, the semi-structured interview format allows sufficient flexibility to pick up

unexpected risks or benefits, while answering the common questions such as “What do you see as
the benefits of this project?”, “How will do you know that those benefits are being delivered?”, “How
would you put a value on the delivery of those benefits?” and “What value do you assign?” will help.

Step 3. Evidencing Outcomes and Give Them a Value

This stage involves finding data to show where the outcomes happened and then valuing them - a
way of presenting the relative importance to a stakeholder of the changes they experience. This
process of valuation is often referred to as monetisation because monetary values are assigned to
things that do not have a market price. All value is, in the end, subjective. Markets have developed, in
large part, to mediate between people’s different subjective perceptions of what things are worth. In
some cases, this is more obvious than in others but even where prices are stable and have the
semblance of ‘objective’ or ‘true’ value, this is not really the case

In SROI financial proxies are often used to estimate the social value of non-traded goods to different
stakeholders. Just as two people may disagree on the value of a traded good (and so decide not to
trade), different stakeholders will have different perceptions of the value they get from different
things. By estimating this value through the use of financial proxies, and combining these valuations,
we arrive at an estimate of the total social value created by an intervention.

Again, semi-structured interviews and focus groups often form the basis for this. The semi-structured
interview should include questions about assigning a value to the benefits identified. In many cases,
the first interview sets the scene and a second interview, which should follow triangulation of the
feedback from all of the first interviews, may give more meaningful information.

Triangulation of the results is important, and then the interviewer or SROI practitioner must reflect the
stakeholder’s conclusions back to everyone who was involved for validation — they may come up with
a far better answer once they see what other people say.

Desk-based research plays a role in finding values for difficult to estimate outcomes. Several online
libraries already exist that can be explored such as the Social Value Bank. Research papers on the
topics may also provide insight.

Step 4. Establishing Impact

Having collected evidence of outcomes and monetised them (assigned financial equivalence), those
aspects of change that would have happened anyway or as a result of other factors are eliminated
from consideration. It is important to do this to reduce the risk of over-claiming and means that your
story will be more credible. It is only by measuring and accounting for all of these factors that a sense
of the impact that the activity is having can be gained. There are usually four elements to this:
deadweight and displacement; attribution; drop-off and the final calculating your impact.
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Deadweight is a measure of the amount of outcome that would have happened even if the activity
had not taken place. It is calculated as a percentage. For example, an evaluation of a regeneration
programme found that there has been a 7% increase in economic activity in the area since the
programme began. However, the national economy grew by 5% during this time. Researchers would
need to investigate how much of the local economic growth was due to wider economic changes and
how much to the specific intervention being analysed.

To calculate deadweight, reference is made to comparison groups or benchmarks. The perfect
comparison would be the same group of people that you have affected but seeing what happened to
them if they had not benefited from the intervention.

Since a perfect comparison is not possible, measuring deadweight will always be an estimate.
Instead, you need to seek out information that is as close to your population as possible. The more
similar the comparison group, the better the estimate will be. If you cannot identify an appropriate
comparator group or proxy, you may have to rely on a ‘best estimate’.

Attribution is an assessment of how much of the outcome was caused by the contribution of other
organisations or people. Attribution is calculated as a percentage (i.e. the proportion of the outcome
that is attributable to your organisation). It shows the part of deadweight for which you have better
information and where you can attribute outcome to other people or organisations.

Outcomes do not continue at the same rate or forever. In the future, the amount of outcome is likely
to be less or, if the same, will be more likely to be influenced by other factors, so attribution to your
organisation is lower. Drop-off is used to account for this and is only calculated for outcomes that last
more than one year.

Calculate of your impact for each outcome is done by:

e Taking the financial proxy multiplied by the quantity of the outcome to determine a total value.
From this total you deduct any percentages for deadweight or attribution.

e Repeat this for each outcome (to arrive at the impact for each)

e Add up the total (to arrive at the overall impact of the outcomes you have included)

Step 5. Calculate the SROI

This stage involves adding up all the benefits, subtracting any negatives and comparing the results
with the investment. This is also where the sensitivity of the results can be tested.

For someone who is familiar with writing an Excel spreadsheet, this is the simplest stage; yet a
casual observer will be amazed to find numerous templates for the calculation of SROI, which simply
consist of “value of each time” x "number of times”. A good solution is to use the Impact Map
template available from Social Value UK. In some cases, it is appropriate to write a custom built
spreadsheet, specifically for the outcomes under investigation, and the factors that contribute.

As described above, most interviewees will not be able to explain numbers and certainly will not be
able to discuss sensitivity during the first round of interviews but will usually be able to give some
measure of what the likely highest and lowest value during the second round is. The simplest way to
do sensitivity analysis is to use all of the lowest benefits and highest costs to get a minimum ratio and
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conversely, all of the highest benefits and lowest costs to get the maximum ratio. It would be better to
have a probability curve.

Reporting, using and embedding

This vital step involves sharing findings with stakeholders and responding to them, embedding good
outcomes processes and verification of the report.

Stakeholders are usually amazed that the impact can be quantified in such a clear and simple
manner, and often surprised at which activities create which impacts. It frequently causes a revision
to the business model, including changes in the emphasis in the business case, or a decision to
change the nature of the business to do more of what creates the most useful outcomes, and do less
of those things that don’t contribute.

Using the results

Unless the SROI result are used to do something there was no point in undertaking it in the first
place. This is one of the most important parts of the SROI analysis but, often, one to which the least
time and resources are dedicated.

To be useful, the SROI analysis needs to result in change. Such change might be in how an internal
or external audience understand and therefore are likely to continue to support the work. There will
also be implications for your organisation, whether you carried out an evaluative or forecast SROI
analysis.

Changes following a forecast SROI analysis

The results of a forecast SROI analysis may lead to a review of planned activities in order to try and
maximise the social value to be created. The findings may also lead to a review of the systems for
gathering information on outcomes, deadweight, attribution and displacement.. Following a forecast
SROI analysis processes may be adjusted to build in ways to:

e systematically talk to stakeholders about their intended outcomes and what they value; and

e work with partners to explore attribution.

Changes following an evaluative SROI analysis

An evaluative SROI analysis should result in changes internally to the business. It is important to
reflect on the findings and think through implications for organisational objectives, governance,
systems and working practices. Ensure that the organisation acts on the recommendations and that
findings feed into the strategic planning process.

The ratios will be very useful in communicating with stakeholders. However, where the ratio has most
value is in how it changes over time. This can provide comprehensive insight on whether the
activities are improving or not. This should also give the business information about how to change
its projects to maximise social value in future.
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Building SROI into your SED plans

It is important to secure commitment to further SROI analyses. This can be apprached in several
ways. A starting point might be to present the findings from the study to staff, trustees and
stakeholders, stressing the benefits as well as the challenges of the process. This would provide the
opportunity to also present a plan for making SROI analysis a routine and regular component of the
organisation’s reporting. Such a plan should set out:

e a process for regular data collection, particularly for outcomes;

e a process for training staff to ensure knowledge and expertise is retained in the business even
if there is turnover;

e a clear timeline for the next SROI analysis;
e a description of the resources that will be required for ongoing monitoring of SROI; and
e how data security will be ensured.

Change can be difficult, especially if you are a large organisation with complex management
systems. Remember that the extent to which recommendations are taken up will depend on the level
of organisational buy-in achieved. This is why involving internal and external stakeholders throughout
the process is so important.

Further Resources
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valuations. Available at: www.globalvalueexchange.org. [Accessed 29 April 2021]

5 Trotter, L., et al. (2014), Measuring the Social Impact of Community Investment: A Guide to using
the Wellbeing Valuation Approach, HACT. Available at:
https://www.hact.org.uk/sites/default/files/uploads/Archives/2014/3/MeasuringSociallmpactHACT201
4.pdf?sid=9120 [Accessed 29 April 2021]

4A Tool 3 — Social Return on Investment
Anglo American Social Way, Section 4A. Socio-Economic Development 10


https://social-change.co.uk/sroi?gclid=Cj0KCQjwhr2FBhDbARIsACjwLo2QdsJ1lA36kYUb-Oi52_Qxjec6410oeVlawLhY5EL_mXXEMqxh2bkaAsEvEALw_wcB
https://social-change.co.uk/sroi?gclid=Cj0KCQjwhr2FBhDbARIsACjwLo2QdsJ1lA36kYUb-Oi52_Qxjec6410oeVlawLhY5EL_mXXEMqxh2bkaAsEvEALw_wcB
https://social-change.co.uk/sroi?gclid=Cj0KCQjwhr2FBhDbARIsACjwLo2QdsJ1lA36kYUb-Oi52_Qxjec6410oeVlawLhY5EL_mXXEMqxh2bkaAsEvEALw_wcB
https://www.hact.org.uk/uk-social-value-bank
https://www.hact.org.uk/uk-social-value-bank
http://socialvalueuk.org/resource/blank-value-map/
http://socialvalueuk.org/resource/blank-value-map/
http://www.globalvalueexchange.org/
https://www.hact.org.uk/sites/default/files/uploads/Archives/2014/3/MeasuringSocialImpactHACT2014.pdf?sid=9120
https://www.hact.org.uk/sites/default/files/uploads/Archives/2014/3/MeasuringSocialImpactHACT2014.pdf?sid=9120

