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Abstract: This study aims to examine the social impact of a community-based enterprise 
model in Surabaya City. The analysis focuses on grass-root communities and highlights 
some technical challenges in order to develop a meta-theory with the intention of examining 
the underlying assumptions of the social return on investment. The social impact analysis 
is based on a social return on investment (SROI) approach, which involves community 
participation through focus group discussions. To avoid complexity, this study focuses 
on one year’s activities, which attributed monetary values to the social impact. It is 
argued in this study that the green and clean activities provide a return of 1.23 on the 
investment. This result demonstrates how the community-based social enterprise is feasible 
in achieving appropriate support. First, this study focuses on the community perspective 
during the observed time. The communities may experience different levels of capability 
and resources that contribute to the achievement of the programme. Secondly, there is a 
lack of literature that could provide financial analysis and there is no common accepted 
method for measuring the value of the social benefits. Beyond the SROI computation, this 
study highlights some technical challenges and misconceptions involved in measuring the 
social return on investment (SROI). Although there is considerable information available 
about the conceptual framework of SROI, there is great variability in how SROI is applied 
across interventions. This makes robust and consistent comparisons across social ventures 
difficult, while rendering the validity of SROI measures vulnerable to being contested.

Keywords: Social return on investment; social enterprise; community-based waste 
management.
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Introduction

The willingness to contribute to development projects has been considered 
as commitment and sustainability, but there is little evidence for this belief  
(Masuri & Rao, 2013). Social impact assessment plays a pivotal role not only 
in monitoring performance, but for resource acquisition, mission reinforcement 
and general stakeholder accountability (Pathak & Dattani, 2014). This provides 
power to those affected by the work of an organization.

The Surabaya Green and Clean Festival has encouraged the local communities 
in Surabaya City, Indonesia to develop their neighborhood environment. The 
community-based waste management in Surabaya was routinely advocated in 
national strategies as the best model for a decentralization policy (Bunnell, Miller, 
Phelps, & Taylor, 2013). Local communities do not only collect their own solid 
waste, but also become involved in promoting the local culture, compost industry 
and creative industry. However, there was previously no attempt to indicate the 
benefit from these social investments.

The views on how the program may improve the social benefits for consumers 
and the kinds of changes to policy and practice that matter to citizens is crucial 
in evaluating the success of community participation (Nathan, Braithwaite, & 
Stephenson, 2014). It appears that the process of social change is very complex 
and it often demands time, resources and effort from the members of a society, 
which is not always appreciated (Andersén & Andersén, 2014). Any approach to 
measuring social impact that does not involve a transfer of power to stakeholders 
should be considered as an advertising approach instead of a social change 
(Nicholls, 2014).

This study demonstrates the evaluation of Green and Clean activities from 
the perspective of the Surabaya community members. The social impact analysis 
is based on a social return on investment (SROI) approach, which involves 
interviews, observation and a literature review. To understand the essence of 
SROI, the study focuses on the perspective of local communities. Hence, the 
analysis will consider some attributes of SROI, such as deadweight, displacement, 
drop off, attribution and discount rate.

Literature Review

Over the decades, the term “social innovation” has overtaken the term “social 
entrepreneurship” (Paunescu, 2014). Schumpeterian argues that the initiative 
change from individuals is necessary for social evolution and economic 
development through a process of creative destruction (Michaelides & Theologou, 
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2010). Social innovations refer to innovative products or services with the aim 
of meeting a social need, with the opportunity to create new social relationships 
or collaborations (Altuna, Contri, Dell’Era, Frattini, & Maccarrone, 2015).

The social exchange theory highlights that participation springs from the 
individual cost-benefit analysis (Kashif, Sarifuddin, & Hassan, 2015). The 
mechanism of community participation involves the exchange of ideas, resources 
and values among various stakeholders, i.e., public, private, and non-profit 
making sectors. This impacts on the shifting relationships between business, 
government and non-profits as well as the blending of market-based principles 
and mechanisms with public and philanthropic support (Phills, 2008).

The reciprocity in community participation pertains to social commitment, 
which is contingent on the exchange (Slack, Corlett, & Morris, 2015), which 
involves long term relationships among the community members, either individuals 
or corporate groups, acting as single units (Tanskanen, 2015). As the community 
participation has undergone several episodic changes and secured long-term well-
being, there is a risk of the relationship failing (Devezer, Sprott, Spangenberg, 
& Czellar, 2014). Resistance and negative representations of the pre-change 
situation are likely to occur despite the communities experiencing a positive 
social impact (Andersén & Andersén, 2014).

The causes of innovation in alliance with others can be refusals by existing 
institutions and enterprises to take up innovations despite it bringing negative 
consequences for their customers, clients or patients, while success depends on the 
courage of the client to go beyond what they know and to take their organization 
with them (Boxer, 2015). Peer support is essential for social investment, which 
provides social benefits for the targeted group as well as for the volunteers who 
support the groups (Willis, Semple, & de Waal, 2016).

It was evident that social identity construction involves a continuous evolving 
process that lends the requisite dynamism to the relationships which impacts 
on how an organization’s identity can developed over time, as the multiple 
social identity process of the stakeholders changes (Jacobs, 2013). A long-term 
contract is essential to promote normal commitment to change, as employees 
and volunteers with higher relational attachment to the changing organization are 
likely to be more willing to bear imminent sacrifices for the prospect of future 
returns (Jing, Xie, & Ning, 2014).

Turning to social investor or socially responsible investment, investor perception 
emphasizes on business’s environmental performance and environmental impact 
(Berry & Junkus, 2013). Investors are encouraged to rank firms in order to 
anticipate larger future cash flows due to more positive reactions from key 
stakeholders, such as environmentally conscious customers, employees, NGOs 
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and regulators (Cordeiro & Tewari, 2015). In the Indonesian context, religious 
organizations have been emerging with support from various stakeholders, 
including government and civic society (Pratono & Sutanti, 2016).

Social investment expects both a social outcome and a financial return, which 
would usually be below the market rate (Kurtz & diBartolomeo, 2011). For 
voluntary organizations, this represents a form of repayable finance that can be 
used for capital investment, revenue funding development, capacity building or 
other ways of improving sustainability. In the European context, social policy 
scholars warn that the shifting emphasis of social policy towards social investment 
in human capital policies and labor market integration, may well come at the 
expense of social protection and inclusion for all (Deeming & Smyth, 2015).

The decentralization of public policy aims to fill the gap between decision 
makers and communities through promoting participation. Organizing communities 
to solve market and government failures is subject to problems of coordination, 
asymmetric information and pervasive inequality (Masuri & Rao, 2013). However, 
this policy raises a paradox, as extraordinary proliferation of participation initiative 
lessens the ability of the state to threaten local elites (Faguet, 2014).

The effort to promote cooperative values in the community is associated with 
the concept of social capital theory, which states that social exchange relationships 
should rely on interpersonal trust (Kwon & Adler, 2014). Trust is an essential 
element for any organization to deal with uncertainty (Milanov & Shepherd, 
2013). High levels of trust show the high quality of the exchange relationship 
that brings access to information, support and resources (Schaubroeck, Peng, & 
Hannah, 2013).  Hence, the effort needs to take into account a tailored message 
to deal with the risk of messenger bias in the persuasion context (Ludwig, de 
Ruyter, Friedman, Brüggen, Wetzels, & Pfann, 2013).

SROI

According to the social exchange theory, the real benefit is the main reason 
why community members are more likely to participate in a development 
program, such as waste management (Osrom, 2009). Social Return on Investment 
(SROI) provides a framework for measuring the social impact of a community 
development programme by incorporating social, environmental and economic 
costs and benefits. SROI tells the story of how change is being created by 
measuring social, environmental and economic outcomes and uses monetary 
values to represent them (Nicholls, 2014).

Derived from analytical methods such as cost-benefit analysis and social 
accounting, SROI should provide information so that stakeholders can hold 
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organizations to account (Willis, Semple, & de Waal, 2016). There are four 
original principles underlying the philosophy of social impact assessment: the 
precautionary principle; the intergenerational equity; the multi-sector integration 
and subsidiarity (Taylor & Bradbury-Jones, 2011). 

The combination of voluntary multi-stakeholder and open government 
reform is an essential part of social accountability to meet the expected social 
and environmental standards (Fox, 2014). The approach involves community 
participation to monitor and oversee the performance of the implemented 
project. The analysis needs to identify the stakeholders and report the value in 
a comparable, verifiable, timely and understandable way to meet the high level 
of integrity in stakeholder valuing (Carlon & Downs, 2014).

The SROI analysis relies upon the use of assumptions, which relate to impact, 
outcome valuation, attribution and drop-off. There is a great variance in the 
application of assumptions and inputs in many of the SROI analyses, and these 
introduce a sufficient element of subjectivity that makes a comparison across 
SROI figures problematic (Pathak & Dattani, 2014).

As a normative ethical approach, social valuation must be completed, neutral 
and free from error. However some cases only value the positive effects and 
ignore the negative (Carlon & Downs, 2014). This will defeat the purpose of 
stakeholder valuation and could halt any progress being made in the evolution 
of stakeholder theory. To establish credibility and critical thinking, the analysis 
should present the assumptions and rationales for making judgements at 
every stage (Arvidson, Battye, & Salisbury, 2014). Without this, the degree 
of institutional and administrative change required will be difficult to achieve 
(Jardine & Whyte, 2013). 

The Social Enterprise

The initiative to introduce a community-based recycling programme occurred in 
2004. The first pilot project waste management system was in Rungkut Lor, a 
low-income neighborhood (Premakumara, 2012). KITA, under financial support 
from the Japan Fund for Global Environment of the Environmental Restoration 
and Conservation Agency, started work with Pusdakota, a local non-government 
organization at the University of Surabaya and introduced a community-based 
waste recycling program. What has been referred to as the “Takakura magical 
box” was promoted by the city government and distributed by an NGO, while 
the city government also established some sixteen community-based composting 
centers.
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In 2005, the Green and Clean Campaign began with a series of media-backed 
neighborhood competitions. This was successful in motivating neighborhood 
groups to clean up their local environment and reduce waste at source by practising 
waste segregation and composting. Between 2005 and 2008, Surabaya City had 
reduced the waste from 1,500 to 1,150 tons per day. The Government introduced 
the 3R program: reduce, reuse and recycle. The pilot projects encouraged the 
local communities to run community-based enterprises. Compost became the 
main product for the state-societal partnership.

The competition was successful in motivating the communities. Award-winning 
communities became visible through newspaper and TV coverage. The community 
intended to clean up their environment and reduce waste (Bunnell, Miller, Phelps, 
& Taylor, 2013). In 2009, around 30% of all neighborhood units (Rukun Tetangga 
or RT) in the city ran the community-based waste management model.

Method

To analyze the impact of the Green and Clean competition, this study is 
retrospective and based on actual outcomes from the perspective of local 
communities. The source of data comes from stakeholder interviews and focus 
group discussion with the aim of seeking the costs and benefits from their 
perspective. The stakeholder analysis concerns their experience and the changes 
related to the activity in the Green and Clean Competition.

The unit analysis is a group from the community, locally called RT which 
stands for “Rukun Tetangga”. Information was initially collected from the head of 
RT, who was awarded the best performance on the green and clean competition. 
The leader’s wife was appointed as a community organizer for female activists 
of the PKK (Family Welfare Program).

To analyze the data, this study asked stakeholders to put a monetary value 
on their deployed resources and its impact. The analysis relied upon the use of 
assumptions that stakeholders understand the social benefit as well as the deployed 
resources to support the programme. Hence, observation was carried out on the 
basis of communities who achieved the best performance at the competition. 
They came from Gundih, Jambangan, Demak, Penjaringan, Dukung Setro, Mojo 
Gubeng and Rungkut Lor.
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Table 1. Research participants

Villages
Local  

leaders
Community 

members Volunteers Others
Penjaringan 1 4 1
Candi Rejo 2 1 2 1 civil servant
Gundih Barat 1 4 - 1 local trader
Mojo Gubeng 1 5 -
Demak Timur 3 - 3
Lembah Wiyung 1 1 - 1 health worker
Gunung Anyar 1 3 -
Kapas Gading Madya 1 - 3
Gundih Timur 1 3 -
Jambangan 1 1 3
Total 13 22 13 3

Formula

The SROI formula measures the value of social benefit relative to the social cost. 
This demonstrates a ratio of the net present value of the benefit to the net present 
value of the social investment (Rotheroe & Richards, 2007). The framework 
presents the social impact of the community-based waste management program.

SROI =
Net present value of benefits

Net present value of investments

Assumption

This study considers some concepts and assumptions, which brought about the 
major analysis.

•	 Social impact. Apparently, the community-based waste management was 
expected to have an immediate and direct impact on certain people, but 
it can also have a more far reaching effect on people, organizations, 
institutions and entities who are not directly engaging in it. This study 
focuses on the direct impact on the observed communities, who became 
involved in the activities. 

•	 Outputs. The evaluation captured the outputs, which include the numbers of 
support or service interactions that women, children and other community 
members received while they were involved in the waste management 
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during the year. Documenting outputs consists of counting the number 
and types of services that the participants receive, including the length 
of time each participant remained in the program (e.g., number of days 
in the training activities); and the frequency with which the community 
members used particular services (e.g., number of group sessions attended).

•	 Outcome valuation. The analysis included outcomes, which represent the 
change as a result of the participation in the program. The outcome was 
expected to clearly identify the type of change that was measured and 
ensure that proposed outcomes were achievable. Outcomes should make 
sense in the context of the needs of the community members served by 
the program, and, although these can be challenging to measure in one 
year, there are a number of standard outcomes most community members 
seek to accomplish.

•	 Attribution. This concept takes account of the fact that outcomes were 
also influenced by other projects. It appears that the activities required 
strong social capital, which came from various activities. Female played 
a pivotal role in the community. Prior to the waste management program, 
they had various activities, including a community-based rotating saving 
and credit association. Other social and religious activities also needed to 
be taken into account. For example, most of the observed communities 
experienced annual activities to clean up their environment, which is part 
of the Independence Day celebrations. 

•	 Deadweight, the outcome that appears even if there was no project activity. 
If there was no project, the observed communities had to pay for the cost 
of the waste collection, the cost of the facilitating team building, the cost 
for visiting health services, the cost for an in-clinic parenting program and 
the cost for family therapy sessions.

•	 Drop off is associated with how the outcome will change over time. 
This SROI analysis focused on value estimation in a realistic one-year 
observation. The measure assumed that investment and benefit occurred 
in the one year of observation. The result might come from the social 
investment at a previous time.

•	 The research participants were assumed to understand the context and be 
well informed on the financial issues.

Findings

Based on interviews and group discussions, this study provides a list of inputs, 
a list of outcomes and financial proxies. Here are the explanations behind each 
value.
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The Input

The efforts to promote the community engagement by having a competition to 
promote waste management focused on separating organic waste from non-organic 
waste, composting, community gardening and folk dance training activities. A 
number of neighborhood meetings were arranged to call for support from the 
community. This group was comprised of people who felt committed to the 
recycling program, creation of the gardens and had the time to devote to it 
(Table 2).

Table 2. The inputs

Input Financial proxy Value
Voluntary
1.	 Voluntary community organiser The average salary for NGO staff was 

IDR 3,200 per month.
38,400

2.	 Voluntary recycling training Cost for two days training activity with a 
local trainer.

6,000

3.	 Voluntary solid waste collectors Annual salary for a professional waste 
collector in other communities.

12,000

4.	 Voluntary gardeners Annual salary for a gardener in other 
communities.

18,000

Cost
5.	 Cost for planting trees. The annual expenditure was averaged out 

at about 500 per household.
50,000

6.	 Cost for a Takakura basket Each family needed a basket, which cost 
them 100 per basket.

10,000

7.	 Cost for renting a processing 
landfill

The land rented for 8,000 per annum. 8,000

Total Cost 142,400

Note: A community with one hundred family members in one year (in IDR 000).

1.	 Voluntary community organizer. Organizing the community is a key element 
to the success of community-based waste management. The observed 
communities confirmed the role of a local community organizer, who not 
only held community meetings, community gardening, community waste 
management but also gained support from government and private sectors. 
The community meetings were conducted at various stages, preferably 
during the project conceptual stage and prior to the competition. In the 
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early stages, the local leaders and volunteers proposed the development 
of a recycling facility and supporting activities.

The participants believed that organizing the community stimulated a 
passion for a strong relationship. Urban areas are associated with individual 
relationships, which increase hopelessness. This confirmed previous 
literature, which mentioned that organizing a community brings collectivism, 
which impacts on reducing hopelessness, while less hopelessness reduced 
substance use of alcohol and illegal drugs (Du, Li, Lin, & Tam, 2014). 
The financial proxy was taken from the local minimum salary standard. 
The local non-profit organizations also hired their staff on this salary. 
According to the respondents, this was also acceptable for part-time work 
as a community leader.

2.	 Voluntary recycling training. Recycling training for the community was 
required as a first step. The training acquired some experts and other 
communities to share their experiences towards waste collection in 
particular. This included a course on waste management, which was aimed 
at community leaders with responsibility for ensuring that the recycling 
process on the site was managed.  Acquiring the best practices from other 
organizations does not only enhance community awareness but also initiates 
involvement in various stages of neighborhood facilities, from the waste 
collection process to promoting a social enterprise model. For communities 
who passed the first round of the Green and Clean competition, the 
government provided recycling training. Recycling played a pivotal role 
in the local economy. This resulted in a considerable saving that can be 
realized through recycling, especially when it avoided the cost of disposal. 
Following the rising costs associated with transporting waste to the city 
landfill, the City Government of Surabaya encouraged all communities to 
recycle their waste. Landfills have limited space. When it was full, the 
community had to replace it with another landfill, which was generally 
more expensive, especially in urban areas. The amount was derived from 
the training cost, which was expected to be around IDR  6,000,000 for 
annual training activities.

3.	 Voluntary solid waste collector. Waste collectors played a pivotal role 
in making sure that the community members separated their garbage 
collection for recycling. Under the supervision of community leaders, they 
managed a waste bank. This is a collection point for rubbish. Residents 
were encouraged to volunteer to be waste collectors. The community 
members separated their waste into organic and non-organic in return for 
cash. Organic waste was processed into compost, while non-organic waste 
was sold based on the categories: plastic, paper, bottles and metal. The 
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financial proxy was taken from other communities that hired a professional 
waste collector. They spent around IDR  1,000,000 as a monthly fee for 
the waste collectors, who brought the waste to the compost centre. So, 
the annual expenditure for the collectors was IDR  12,000,000.

4.	 Voluntary gardener. The success of the Green and Clean competition required 
gardening skills. Many community members used to be farmers, who came 
to Surabaya City from a rural area. They were enthusiastic about the green 
and clean project which enabled them to pursue their gardening hobby. 
They lived in a small boarding house, these vegetables and flowers were 
planted with techniques such as the mini wall gardening technique. They 
also developed a vertiminaponik technique, which allowed them to raise 
vegetables and fish. The gardening community’s activities were carried 
out after they arrived home and they were able to share their garden’s 
bounty. This activity helped them to save IDR  18,000,000 per annum for 
hiring gardeners. The financial proxy was taken from other communities 
that hired part-time gardeners. They spent around IDR  1500,000 per month 
for the waste collectors, who brought the waste to the compost center.

5.	 Cost for planting a tree. A community needs to invest in trees, so the 
neighborhood becomes green and expands green spaces in the city gardens. 
The community volunteered to manage various flowers from roses to orchids. 
The communities bought from the nearby flower market and directly from 
the farmers, some others brought the trees from their villages. The project 
attracted more children, especially those who wanted to see the natural 
food process, which was usually produced in rural areas. On average, a 
family planted around twenty varieties, including flowers and vegetables. 
According to the workshop result, the average plant in Surabaya costs 
around IDR  25,000. Hence, the financial was taken from a community 
with one hundred members, which spent around IDR  50,000,000 to invest 
in the various trees.

6.	 Cost for a Takakura basket. A Takakura basket is an essential tool for a 
household-based composting process. In order to reduce the waste, the 
Tatakura basket allowed the community to produce compost on a household 
scale. To encourage the citizens in Surabaya to compost their own waste in 
a Takakura basket outside their house, the City Government of Surabaya 
provided kerbside compost facilities with the Takakura home method at 
no additional fee. The organic waste was delivered to the landfill compost 
operation and was offered for sale in the form of compost. The Takakura 
basket costs around IDR  100,000 per basket. As the study concentrated 
on a community with one hundred members, the activity cost IDR  10,000 
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per community for a year. It was assumed that the lifetime of a basket 
was one year.

7.	 Cost for renting a processing landfill. Waste management requires a 
landfill. This used to be the final resting place for waste, but one landfill 
for the community-based waste management was quickly turning it into 
a compost product. Along with support from the Takakura technology, 
the process of using micro-organisms to break down organic matter was 
allowed to turn the bio-solids into a stabilized, rich, soil-like substance 
for fertilizer. It required a space to mix garbage with bio-solids and then 
to compact this mass which reduces the volume of both the garbage and 
the bio-solids with a proper ratio. Typically, they found abandoned land. 
The cost was averaged out at about IDR  8,000,000 for renting a piece of 
land in Surabaya for one year.

The Impact

The competition encouraged the communities to come up with various social 
innovations. In the first round, the communities with a capability to separate their 
waste were nominated as the winners. The following year, the community with a 
waste bank became the winner, another community won the prize because they 
promoted local folk to encourage their community members to get involved in 
the Green and Clean festival (Table 3).

Table 3. The impact

Financial Proxy Value*

Financial income
1.	 Income from compost product Each household sold 5 kg compost per 

most, which was priced at IDR4,000 per kg.
20,000

2.	 Infome from recycled product The waste collectors earned IDR165,000 
perday from paper, plastic, and metal.

60,000

3.	 Financial reward from the Green 
and Clean Competition

The financial grant that the Government 
awarded.

15,000

Voluntary activities
4.	 Voluntary training other communities 

for composting process
Income from ten volunteers from training 
activities. They conducted training activity 
one in a year

6,000

Total 101,000

Note: *: A community with one hundred family members in one year (in IDR000)
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1.	 Income from the compost product. Organic compost was the main product 
of this community-development waste management. Compost became 
a source of income to the observed community, even though the basic 
principles of waste banks involved behaviour changes, such as collecting 
waste, earning money, saving money, fulfilling their financial goal, and 
enjoying a clean neighborhood. However, most of the community used 
the organic compost for their own gardens. The organic compost was a 
valuable fertilizer for use in the urban farm, while it was difficult to find 
a better quality of organic compost at the local market. Along with the 
Tatakura home method, one family produced five kilograms of organic 
compost in two weeks or 125 kilograms per annum. Hence, they could 
earn 625,000 from 125 kilograms per annum. If the family could earn 
625,000, the income from organic compost was expected to be IDR 
62,500,000 per annum at the community level.

2.	 The observed communities generated income from recycling non-organic 
products. They managed “waste banks” for collecting non-organic waste. 
Similar to a commercial bank, the community members were encouraged to 
open up an account with the waste bank, which would help them to make 
deposits from non-organic solid waste and convert it into a monetary value. 
The collectors bought plastic cups or bottles at IDR 900 per kilogram, 
while plastic bags were half that amount. The group of volunteers who 
organized the bank in their community were allowed to earn an income 
of 20% from the profit, while the rest was for organizational development. 
The capacity of the waste collection unit was around twenty-eight tons 
of organic waste and twenty-five tons of inorganic waste per month. The 
observed community stated that the average income of a bank was IDR 
5,000,000 per month or 60,000,000 per annum.

3.	 The observed communities were awarded for their best performance for 
Green and Clean Kampong. The Green and Clean programme was a 
competition for communities at various levels, such as new entry, developed 
and advanced level. The government awarded the Surabaya Green and 
Clean Award to the communities that met certain environmental criteria, 
including a novel social innovation. The observed communities said that 
all the effort had been paid for by an award with a monetary value of IDR 
15,000,000 on average. For example, they were granted IDR 10,000,000 
for a green and clean community and another IDR 5,000,000 for a green 
and clean art performance. 

4.	 Voluntary training for other communities. Those communities who gained 
the award of the Green and Clean were invited by other communities. 
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They were expected to share their best practices, war stories, swap ideas 
and other new approaches. Sharing best practice was crucial for the 
future of the social work as well as for the success of the campaigns on 
community-based waste management. The best experience has been that 
the value of these events far outstrips the impact of newsletters, guidance 
notes, case studies as a means of stimulating new approaches. For training 
activities, the local NGO charged them around IDR 1,500,000 for a one-
day workshop on waste management. In one year of observation, there 
were four workshops in which they voluntarily gave a speech or shared 
their best experience. The use of a professional training fee measured 
as financial for the voluntary training to other communities, which was 
around IDR 6,000,000 for four activities in one year.

Saved expenditure

Here is the value that the observed communities preserved by not spending 
for such consumption. The observed communities said that they saved up for 
household expenditures in a number of ways (Table 4).

Table 4. Saved expenditures

Financial proxy Value

1.	 Saving cost from buying 
vegetables

Every household used to spend 600 on vegetables. 60,000

2.	 Saving cost from visiting 
health services.

Around 10% of households used to spend IDR 400 
for the health service per annum.

4,000

3.	 Saving cost from family 
counselling

Around 5% of the observed families had the potential 
to get divorced. The community saved the consulta-
tion fee, which was estimated around IDR 2,000.

10,000

Total 74,000

Note: A community with one hundred family members in one year (in IDR 000).

1.	 Vegetables. Reducing the cost of vegetables. The communities met their 
vegetable requirements from the urban farming with the aim of promoting 
a healthy living standard. The observed communities argued that the urban 
farming activities allowed them to consume vegetables and fruits from their 
own reliable production process. This program also allowed them to learn how 
to plant organically in a proper way. These activities did not only encourage 
the community to establish a waste management system but also a community 
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garden, where they grew organic vegetables. The community members felt 
excited during the harvest time because it meant free vegetables for weeks. 
They grew the plants, nurtured them and harvested them every two months. 
The observed community stated that a family spent around IDR 5,000 per 
day for vegetables, which was equivalent to IDR 1,825,000 per annum. For 
a community with one hundred members, this became IDR 182,500,000.

2.	 Healthy living. Decreasing health expenditure from herbal parks. The gardens 
were also planted with herbal plants that help to improve the health of residents 
and reduce the cost of curative care. The RT chiefs were encouraged to act 
as pioneers by planting herbs, such as ginger to cure colds and influenza, 
jenggrek ayam to cure insomnia and uterus bleeding and karang nanas to 
cure coughs and vomiting blood, to help the community transition from the 
monsoon to the summer season. The financial for living and community 
herbal garden was derived from saving on visits to the medical clinic, which 
was around IDR 40,000.

The Indonesia health expenditure per capita was about USD 99 or 2.8% of 
total GDP, while the out of pocket expenses for self-medication were 46.95% 
of personal spending, which was much higher than the average world rate at 
18.2% (The World Bank, 2015). Along with other national programs such as 
social security in health (Soewondo, 2014), the Green and Clean competition 
was expected to help the out of pocket payments to continue declining. 
Out-of-pocket health care expenditure includes cost-sharing, self-medication, 
catastrophe and other expenditure paid directly by households (OECD, 2011).

In Surabaya, the number of patients who paid a visit to a community 
health center was around 12,564 visitors per sub district (BPS Statistic 
Bureau, 2016). According to the observed communities, dengue fever and 
diarrhoea were the most common diseases. Medical support at Puskesmas 
is free because of a subsidy, while the average cost for a visit to a primary 
care physician was around IDR 70,000. The local residents mentioned that 
their family spent at least IDR 5 million on medical costs at the hospital for 
a child who suffered from dengue fever.

3.	 This program helped the communities to create a new circumstance in the 
child-parent relationship. Surabaya had the highest divorce statistic record. 
According to the Supreme Court of Surabaya City, there were 5,996 spouses 
who sought a divorce and filed a divorce petition in 2015. During the focus 
group discussion, many housewives stated that they did not feel supported 
by their families. They argued that their husband preferred to stay at the 
nearby local café shop overnight, while their children chose to play at the 
nearby PlayStation center.
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The Green and Clean Festival encouraged each household to venture into 
producing a small-scale garden. As the community competed to make their 
neighborhood green, the families spent more time together to manage their 
garden. They argued that the new environment allowed them to spend more 
time with their family members. They also become more familiar with their 
neighborhoods. At one time, they just used to see their neighbors out of their 
windows. This enhanced a sense of belonging and eased the family conflict.

Some families shared their experiences of dealing with family conflict. That 
was very costly, as they spent around IDR 2,000 for counselling fees prior 
to going to court. This cost was confirmed from a local family consultant 
and as an online counselling fee. Around 5% of the observed families had 
the potential to get divorced. If the programme can save 5% of one hundred 
families, the community can save around IDR 10,000 for family consultant 
fees. This assumed that the family problem was solved by a family consultant.

To calculate the SROI, this study divided the net social benefit (175,000 = 
101,000 + 74,000) by the investment cost (142,400) for a SROI of 1.23. This 
demonstrated that the communities had returned a benefit of 1.23 when compared 
with each dollar spent on the cost.

Discussion

It is argued in this study that the project provides a return of 1.23 for every 
IDR 1 invested. Indeed, the monetization is an essential, but not an exclusive 
one. This result convinces the government, communities and stakeholders that 
the programme is feasible in achieving the appropriate support. In addition, 
beyond the SROI computation, this study highlights some technical challenges 
and misconceptions involved in measuring the impact.

First, there is considerable information available about the conceptual 
framework of SROI. There is also great variability in how SROI is applied 
across interventions in different communities. This makes robust and consistent 
comparisons across social ventures difficult, while rendering the validity of SROI 
measures vulnerable to being contested. 

As this study involves community engagement during the monetary analysis, 
the most challenging step was placing a financial value through focus group 
discussion, especially when the literature does not provide a judgment with an 
appropriate value. The communities may experience different levels of capability 
and resources that contributed to the achievement of the programme. 

It is essential for the stakeholders to understand the impact of community 
participation as well as the complex debate about the project (Nathan, Braithwaite, 
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& Stephenson, 2014). As stakeholders refer to people or organizations whose 
experiences account for the change of the community-based management activities 
(Freeman, Harrison, Wicks, Parmar, & de Colle, 2010), there was a potential 
dispute over the data analysis. 

Secondly, SROI provides a feasibility measure with a market-based approach, 
which may encourage the communities to enhance various social innovations, 
such as community-based waste processing, waste bank model and various social 
marketing which includes local people. As a consequence, exaggerating the result 
is the most challenging issue, especially when the participants expect SROI 
greater than 100% and when the observation coverage involves a huge project 
with numerous stakeholders. People often exaggerate their own contribution to 
the team due to natural egocentricity (Schroeder, Caruso, & Epley, 2016). This 
fairly widespread phenomenon may occur because they genuinely believe the 
result was greater, minimizing the contributions of their partner.

The fact is that social action involves the inter-sectoral as well as the intra-
sectoral, which represents a supply chain where the next project is dependent on 
the completion of the former one. For example, prior to the Green and Clean 
Festival, there were some corporate social responsibility programs with social 
marketing programs on promoting hygiene practices, or initiatives from non-
profit organizations about sanitation and hygiene practices. This means that the 
communities along a supply chain of social action could exaggerate their claims 
by failing to separate the positive impacts of other organizations that “unlock” 
the benefits of the scheme under consideration (Pathak & Dattani, 2014).

Thirdly, there is an assumption that there is no market failure. This means 
that the product and innovation are expected to meet the market requirements. 
The observation occurred at a certain time, while there was a potential risk from 
environmental turbulence, including market preference, technological changes, 
competition and policy turbulence. For example, buyers of compost may prefer 
to buy a certified organic compost, or new technology may produce a substitution 
product from another waste product. Hence, future research must encourage people 
to understand that it involves a risk that springs from environmental turbulence.

Fourth, underestimated input value occurred as there were many unmentioned 
activities that do not bring a direct impact on social benefit. In this case, a folk 
dancing training activity does not only allow the programme to reach school 
children but also encourages their parents as well as their extended family 
members to become involved in the program. Quran praying times also provide 
a forum that allows the community members to be active. However, the value of 
such activities is not reliable. Community gardening is also essential to develop 
social capital, which can enhance neighborhood-wide meetings (Alaimo, Reischi, 
& Allen, 2010).
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To develop social innovation does not only require marketing capability 
but also alliance capability. The value that users derive from many products 
depends not only on the product’s customer benefits but also on its network 
of users. For example, the community may rely on some research centers 
or non-profit making organizations to develop the technology for their new 
product development. As network size is a primary determinant of the value 
from a network (Afuah, 2013), an open innovation strategy may allow a firm 
to discover new competitive possibilities, but this may provide potential risk 
because one firm’s positive realization is more likely to coincide with that of 
another firm (Ross, 2014). Positive assortative matching in firm’s size implies 
that the equilibrium of a matching market enables firms on each side to engage 
in an alliance in which they maintain high relative bargaining power (Mindruta, 
Moeen, & Agarwal, 2016).

Fifth, there is a potential of drop off on account of a reduction in stakeholders’ 
benefits over a four year period. Long ago, before the competition or other 
development intervention, the observed communities regularly conducted a self-
support community meeting. The sponsor is essential to foster the performance 
with donations of tools, seeds or money. However this community meeting is 
at risk of dissolving when the incentives are withdrawn. This becomes a typical 
problem for development programs, even under the World Bank (Masuri & Rao, 
2013). The reasons may come from opportunity cost. Hence, future studies on 
SROI are encouraged to involve opportunity costs, which may impact on the 
intention of the community to participate.

This study has some limitations that need to be taken into account. First, 
this study focuses on a community perspective during the observed time. The 
communities may experience different levels of capability and resources that 
contribute to the achievement of the program. 

Secondly, there is a lack of literature that could provide financial proxy and 
there is no common accepted method for measuring the values of the social 
benefits. Although this study indicates that the impact of the Green and Clean 
Festival was greater than its cost, this does not mean that the program will gain 
great support and participation from the community.

Lastly, this study concerns one year’s activities. This is a snapshot observation. 
Future studies are encouraged to conduct a longitudinal survey of various case 
studies. This is expected to provide more opportunities to explore various levels 
of impact, direct and indirect impact, which have a more far reaching effect on 
people, organizations, institutions and entities who are not directly engaging with 
it. They might not even know they are being affected at all, but the “impact” of 
the activities might be very significant for them. In addition, this study focused 
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on value estimation in a one-year observation. Future studies are encouraged to 
explore the result from longitudinal studies.

Conclusion

This study contributes to the social exchange theory, which argues that 
participation springs from individual cost-benefit analysis. The social exchange 
theory believes that involving various stakeholders to value the result allows the 
study to legitimize the analysis. The social return is often contested by various 
programs, time-bound and incomplete, which implies exaggeration. However, 
the study demonstrates that the participatory approach in assessing the social 
return on investment supports the effort of the communities, which may impact 
on the sustainability of the observed activities.
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