Social Return on Investment Analysis
Denver Office of Financial Empowerment

Background and Assumptions
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Research Goal
The City of Denver’s Office of Financial Empowerment provides free one-on-one
financial coaching to help residents of Metro Denver reduce debt, develop savings and
establish and improve their credit rating. This type of coaching can offer numerous
types of benefits, both to the individual receiving the coaching and to outside parties
that have financial relationships with that person.
If we want to examine the Social Return On Investment of this financial
empowerment program, we must examine both the impacts that the program has on
individuals, and then expand it to overall society.
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Identified Impacts
Potential outcomes can be positive, or they can be the avoidance of negative
outcomes, with the latter taking several dimensions. Significant direct outcomes of
financial coaching include:
Positive Outcomes
> Reducing debt and associated debt service costs, and/or increased savings

Combination Outcomes
> Improved Credit Scores – These can avert the negative consequences of taking on new

debt at undesirable costs, or can benefit by lowering costs already being incurred.

Avoidance of Negative Outcomes
> Avoiding Bankruptcy

> Avoiding Nonstandard loans
> Avoiding Utility Cutoffs

> Avoiding Eviction/Foreclosure
> Avoiding Auto Repossession
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Second-Order Impacts
The first-order impacts can have downstream effects. For example, positive outcomes
such as reducing debt, increasing savings, and improving credit scores, becoming
banked and gaining access to capital may increase one’s ability to buy a home, invest in
education, or start a business.
Similarly, avoiding negative outcomes may also help one avoid downstream cascading
of impacts. For example, using nonstandard loans at high interest may result in
problems paying other bills, which could lead to repossession or eviction. Eviction
may have health impacts or impacts on job security.
Because these downstream impacts are complex to estimate and in some cases difficult
to quantify in dollar terms, the research acknowledges these but does not attempt to
quantify them. It is recognized that the measured impacts are conservative for that
reason. The only second-order impacts addressed in these estimates is the impact of
repossession or bankruptcy on one’s credit score, since those are very closely related
impacts.
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Key Assumptions
Program Participants
There were 1,265 program participants. However, only 653 participants attended more
than one session.
> The 612 who attended only one coaching session did not provide any followup data and

thus cannot be included in the evaluation. This SROI study conservatively assumes that
those people received no benefits, and also conservatively assumes that the cost of the
program is apportioned only to the 653 participants who attended more than one session.
> All figures noted on a ‘per participant’ basis are based only on the 653 participants, not the
1,265.

Participant Profile

It is recognized that a diversity of households participate in the program from a
financial perspective, and that they may have different goals. To keep the analysis
manageable, we approach the analysis with the assumption that all households are
entering the program with negligible liquid assets (<$100 in savings, checking, etc.)
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Key Assumptions (Continued)
Representative Data

This evaluation is a broad stroke examination of returns. Program-specific data is not
currently collected for some outcome measures, so many estimates are based on
national data regarding participant profiles (and accordingly, many assumptions are
made that the OFE participants mirror national profiles used in other studies). In
recognition of the finite research budget, many other assumptions are transferred from
this national data. A more in-depth analysis would likely provide more precision, but
this analysis serves as a reasonable “10,000 foot view” of impacts.

Denver OFE SROI

7

Measurements
One can measure impacts in four different ways:
1. Potential benefits
a)

b)

Potential household benefits – This measures the impacts on the individual receiving the impact if
they achieve the positive measure or avoid the negative outcome. Not all outcomes will apply to all
individuals, though.
Potential societal benefits– This measures the impacts on external parties (i.e., society) if the
household achieves the positive measure or avoid the negative outcome. For example, bank may
avoid debt writeoffs in bankruptcy, or landlords can avoid eviction costs.

2. Expected benefits
Expected household benefits– This begins with the potential household benefits above, and then
multiplies those benefits by an expected incidence rate of program participants facing a challenge
and solving it. It essentially measures the average benefits that a program participant can expect.
b) Expected societal benefits – The same as above, but adjusting the potential societal benefits to
account for the likelihood of challenges occurring in a household.
(Continued on next page)
a)
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Measurements (Continued)
The potential benefits measures approach the program value from the perspective of an
individual entering the program. What are the potential outcomes that they might
experience if they are facing a particular challenge?
On the other hand, expected benefits approach the program value from the perspective
of the program administrators. When a random new program participant arrives, what
are the benefits that can be expected to accrue for that person or household,
recognizing that some financial events are more common than others, and that some
have larger impacts than others? These expected benefits can be compared to the
program costs on a per-participant basis to calculate Social Return on Investment
(SROI).
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Measurements – Example and Uses
As an example of the different between potential value and estimated value, we know that
avoiding bankruptcy will have a large impact on an individual household (Program Impact 1 from
the previous page). When a bankruptcy can be avoided, it also prevents significant losses to
stakeholders outside the household. In this example, the avoidance of bankruptcy is beneficial to
outside organizations, such as debtors who would otherwise have to write off some or all of the
household’s debt. This is Program Impact 2 from the previous page.
However, bankruptcy is not a common phenomenon, so the OFE program may only help a few
people with this challenge among their program participants. Thus, Measure 1 may be a large
number, but it applies to only a small number of participants. By multiplying the potential value
times the likelihood that a program participant will face (and solve) the challenge, we can identify
the expected value from the perspective of the program. This will be a much smaller number, but
it will apply to every participant and provide a look at average benefits across the entire program
participation.
The next two pages provide measure of potential benefits, which are the first step in calculating
SROI. We then move forward with the identification of expected benefits and final SROI.

Denver OFE SROI

10

Estimates of Impacts and SROI
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Potential Household Benefits
Avoid carrying
costs of debt
$988

Avoid auto
repossession
$2,357

Improved Credit Score
$25,593 mortgage
$1,908 car loan
$9,416 homeowner insurance
$1,634 renter insurance
Avoid bankruptcy
$3,000 Filing costs
Credit score
$14,448 Mortgage
$3,078 Vehicle interest
$2,054 Homeowners insurance
$356 Renters insurance

These figures measure the
potential value for an
individual entering the
program if they have this
challenge and successfully
address it. Not all outcomes
are relevant to all individuals.
Avoid eviction/ foreclosure
$9,267 foreclosure
$5,020 eviction

Avoid payday
loans
$550

Avoid nonpayment of
vital expenses
$305
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Potential Societal Benefits

Avoid auto repossession
$3,200

Avoid bankruptcy
writeoffs
$142,580

These figures measure the
avoided costs for external
parties if program
participants are able to
avoid negative outcomes.
Again, not all outcomes
are relevant to all
program participants, so
these figures measure
only the impacts if a
participant faces the issue
and resulves is.

Avoid Foreclosure/
Eviction
$141,987 Foreclosure
$67,930 Eviction
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Converting Potential Benefits to Expected Benefits
Because not all participants encounter the challenges that the financial coaching can address,
the value of the program is smaller than the sum of all of the potential benefits. By
examining the likelihood of a program participant encountering a challenge (and solving it),
we can estimate the value of the program to a typical person who participates.

The following page provides the combined expected benefits for both the household and for
society, and then compares this figure to the program budget to calculate SROI.
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General SROI
Calculation
 The Social Return on Investment

can be calculated by examining
the total individual and societal
returns per program participant,
then dividing by the program cost
per participants.*
 After converting potential value

to expected value (based on
expected incidence rates of
issues, we identify an expected
benefit of $5,019 per participant
versus a cost of $765, for a total
SROI of 556 percent. In other
words, every dollar invested in the
program generates a benefit to
the individual and society of
$5.56.

Reduced Carrying Costs of Debt
Improved Credit Score
Mortgage
Auto Loan
Homeowner Insurance
Renter Insurance
Avoiding Bankruptcy
Filing Costs
Credit Impacts
Mortgage
Auto Loan
Homeowner Insurance
Renter Insurance

Writeoffs
Avoiding Nonstandard loans
Avoiding Utility Cuoffs
Avoiding Eviction/Foreclosure
Foreclosure
Eviction
Avoiding Auto Repossession

Potential Value Per
Participant
Household
Societal
Impact
Impact
$988

Expected Value Per
Participant
Household Societal
Impact
Impact
$
297

$25,593
$1,908
$9,416
$1,634

$2,512
$413

$3,000

$20

$14,448
$3,078
$2,054
$356

$28
$13

$1,023

$38
$142,580

$550
$305
$9,267
$5,020
$2,357

Total Expected Program Benefit Per Participant

$218
$4
$25

$141,987
$67,930
$3,200

$21
$82
$2

$5,019

Total Return Per Participant
Total Progam Cost Per Participant
Social Return on Investment

* As a conservative estimate, Cost per participant is based only on the
653 for whom evaluation data is available, but includes all program
costs. Additionally, the calculation formula on return is (returnscosts)/costs

$217
$104
$2
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A Specific SROI Program Adjustment for the Denver
Office of Financial Empowerment
The Social Return on Investment on the previous page is a general calculation, assuming that the program
serves a broad audience.
In the case of the current program, a significant number of clients are participants in a Habitat For Humanity
home ownership program. Based on information provided by the program manager, the program has
successfully prevented 29 foreclosures in the past year among this group. Based on general population
demographics, the baseline impacts assume that the program would successfully prevent 1.49 foreclosures.

Recognizing this unique impact the expected household impact per participant for preventing foreclosures
would increase from $21 per participant to $409 per participant, and the estimated societal impacts would
increase from $217 per participant to $4,224 per participant. If we substitute the expected foreclosure
impacts on the previous page with these new figures, the overall expected program value per participant
would increase from $5,019 to $9,413. Dividing by the program costs, this equates to a program SROI of
1,130 percent. In other words, every dollar invested produces $11.30 in added value for the individual and
society.
This SROI represents the program in its current form. However, the presence of the Habitat For Humanity
population is atypical and would not hold if the program scaled up further. Therefore, the generalizable
SROI would remain the 556 percent estimate developed earlier.
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An Important Conceptual Note
 In examining these figures, it should be noted that impacts are commonly not

positive outcomes that improve a household’s standard of living or societal
conditions, but rather are the avoidance of negative outcomes. The only direct
positive outcome is the reduction of carrying costs of debt. (There is a positive
outcome of increasing savings, but at the levels shown, that is estimated to be
negligible and was not examined.) The improvement of credit scores, which has
a large impact, may be deemed a combination of positive outcomes and
avoidance of negative outcomes.
 This aligns with research that shows that these types of programs do not appear

to produce immediate or possibly even long-term positive outcomes such as
buying homes, starting businesses, or paying for education/training. While those
are logical end results, the key first-order value appears to be preventing bad
things from happening, which then indirectly positions a household for good
(second-order) things to happen in the long run.
Denver OFE SROI
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Appendix – Analysis Elements
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Calculation Elements
 The following elements were considered in the SROI calculations. It

is recognized that there are further downstream impacts that are not
considered, and thus may produce conservative estimates.
Measure

Includes…

Carrying Costs of Debt
(Household impact)

Examined the cumulative reduction of debt among program
participants who reduced debt, then calculates one year of interest
at a 16.7 percent interest rate, which is the current average credit
card rate.
(Continued on next page.)
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Calculation Elements
Measure

Includes…

Improved
Credit
Scores
(Household
impact)

Estimated the present value of mortgage savings, automobile financing, and home
insurance for a 93 point credit score gain. Savings are estimated for the proportion of
participants who made credit score gains in the program (34 participants increasing 93
points on average).
• The mortgage savings assumes that 29 percent of participants will buy a home, and
that the benefit is the present value of 30 years of savings.
• The vehicle insurance assumes that 64 percent of participants will buy a vehicle,
and that the benefit is the present value of 7 years of savings.
• The home insurance assumes 30 years of savings, and adjusts for both
homeownership rates and the likelihood of holding insurance. Figures are blended
rates for homeowners and renters.
Savings figures are based on documents provided by the Denver OFE. Incidence rates
are based on national figures of home ownership and vehicle ownership among
households with less than $100 of savings.
(Continued on next page)
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Calculation Elements
Measure

Includes…

Avoiding
Bankruptcy
(Household)

Figures are based on national estimates of bankruptcy rates for households with less
than $100 in savings, which would imply that 4.4. households in the program will
declare bankruptcy. For households in this situation, we assumed that OFE coaching
could prevent the bankruptcy 100 percent of the time.
Estimated bankruptcy costs included filing costs, as well as the impacts of a 150
point drop in credit score on mortgage costs, vehicle financing, and home insurance,
using the same assumptions listed early on “Improved Credit Scores”.

Avoiding
Bankruptcy
(Societal)

Figures are based on the national average of credit card debt among bankruptcy
filers, assuming a 100 percent writeoff of that debt by businesses. This is a liberal
assumption since not all credit card debt may be written off, but the assumption is
offset by assuming no writeoffs of other types of debt.
(Continued on next page)
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Calculation Elements
Measure

Includes…

Avoiding
nonstandard
loans
(Household
impact)

This figure uses data on the average of fees paid annually on payday loans above and
beyond the debt amount, plus an estimate of overdraft charges that are related to the
use of payday loans.

Avoiding
utility
cutoffs

This figure assumes a reconnect fee and a small 1.5 percent interest charge for two
months of late payments.

The figure is based on the decline in use of payday loans that is expected when savings
levels increase, based on OFE savings statistics and national rates of payday loan use by
households with differing levels of savings.

(Continued on next page)
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Calculation Elements
Measure

Includes…

Avoiding
eviction/
foreclosure
(Household
impact)

This figure uses national data on foreclosures among people with <$100 in savings,
and Denver-oriented data on eviction rates, to estimate the number of program
participants who could be expected to experience these financial issues. The
assumptions are that the OFE program can prevent 100 percent of the expected 1.5
foreclosures and 10.6 evictions among the OFE program participants.

Costs of eviction include estimates for attorney costs, moving, and new deposits on
housing. Eviction costs do not include any credit score costs since not all evictions are
recorded on credit scores.
Foreclosure costs include the same costs as eviction (though with different estimates of
magnitude) as well as impacts on credit scores estimated at 100 points. The credit
score impacts include only five-year vehicle purchase and rental insurance on a sevenyear present value for the latter, excluding mortgage insurance and homeowner
insurance.
(Continued on next page)
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Calculation Elements
Measure

Includes…

Avoiding
eviction/
foreclosure
(Societal
impact)

The figure for foreclosure uses figures provided by the program manager on the
impacts of foreclosure on neighboring home values, plus seizure costs. The research
team applied an inflation factor since the figures were from a 2011 study.

Avoiding
auto
repossession
(Societal
impact)

Costs to lenders of repossession were not available, so this figure assumed towing costs
and court filing costs based on the program manager’s estimates, along with 30 days of
impound fees and an estimated cost of 40 hours of professional time to administer the
repossession and sale of the vehicle.

The figure for evictions uses estimates for the following costs to landlords, averaged
from the estimates of multiple web sites: Eviction Forms, Filing Fees, Process Server,
Eviction Services, Lawyer (Uncontested), Lost Rent, Locksmith, and Property
Turnover Costs

(Continued on next page)
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Calculation Elements
Measure

Includes…

Avoiding
auto
repossession
(Household
impact)

The figure includes estimates for credit score losses of approximately 90 points on
mortgage costs, vehicle purchasing, and home insurance, using the same assumptions
listed earlier for credit score increases. The exception is that no more than a sevenyear impact is assumed. The figure also adds in an additional $300 repossession cost.
Incidence rates were estimated by examining national rates of car repossession, then
adjusting that rate based on the increased savings recorded in the program.
Repossession rates were adjusted by comparing the likelihood of being more than 60
days on (any) bill payment if a household has no savings, versus the likelihood of being
more than 60 days late if a household has between $2,000 and $9,999 in savings. This
reflects the improvements seen in the program. An adjustment was also made to
reflect the vehicle ownership rate in this population.
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