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WHY ARE RURAL COMMUNITIES
RELUCTANT TO ADOPT THE
STANDARD VERSION OF SROI?

ABSTRACT. Social Return on Investment (SROI) is an

evaluation method that is often useful in assessing Not for
Profit organizations (NFP). Its standard version has been
widely adopted in the United Kingdom. However, there is
a reluctance among East Asian rural communities to
adopt standard SROI evaluation methods, even though
they have been adopted for some NFPs in urban centers
in the region in the past. NFPs in rural communities

cannot bear the cost of sending representatives to
meetings where drafts of potential regulations are
discussed. However, the introduction of regulations for
evaluating NFPs without representatives from rural
communities could lead to the exclusion of pertinent
voices key to the discussion. There are several reasons why
the hands-on approach currently utilized by SROI
evaluation methods appears unsuitable for rural
communities. These communities are already aware of
their aging populations and they have obligations to the
welfare of their members that fall outside the scope of
SROL In addition to this, the main argument why rural
communities are reluctant to adopt SROI methods is that
it does not bring much benefit to these communities.
However, discussing evaluation methods for NFPs could
serve as a bridge with stakeholders in rural communities.
Paradoxically, a nonstandard version of SROI that is
calculated by those outside of NFPs may be a more
suitable method for rural communities.
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Introduction

Many economists and business administration scholars have been researching
evaluation methods for measuring the social impact of Not for Profit organizations (NFP). NFP
evaluation is necessary for the promotion of their growth (Esptein & Yuthas, 2014). Social
Return on Investment (SROI) is a method developed in the United States that has become quite
popular among scholars. The standard version of SROI has been widely adopted in the United
Kingdom. A guide authorized by the U.K. Cabinet Office allows NFPs to select one ratio from
the options below (Nicholls et al., 2012):
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Gross SROI Ratio = Present Value / Value of Inputs
and
Net SROI Ratio = Net Present Value / Value of Inputs

The standard version of SROI has become so commonplace among the versions adopted
that it is often just referred to as ‘SROI’ when discussing it. Despite its prominence, any
dysfunctional points that this particular evaluation method has should be identified and
addresses for the sake of NFP stakeholders. One such significant dysfunctional point is that
SROI methods have not been widely adopted in East Asia (Shen & Koziel, 2021). While there
have been cases where these methods have been adopted in urban parts of Asia such as Tokyo
(Ito, 2017), rural communities in East Asia appear reluctant to adopt the standard version of
SROI. Some stakeholders in these communities have even been critical of this method. It is
necessary to clarify the reasons for this reluctance before considering how to address the
dysfunctional points of SROI. The goal of this research is to outline these reasons.

The Organisation for Economic Co-operation and Development review OECD Rural
Studies has an illuminating description of what constitutes a rural community. The word rural
has many definitions and "rural™ is sometimes simply defined as "not urban™ (OECD, 2020).
Still, even though much of Europe and North America have become heavily urbanized, one
influential sociology textbook characterizes the global rural population as being of a significant
size (Plummer, 2022). Focusing on the U.K. and the U.S. economies, a frequently cited
sociological book argued there is a tendency for rural communities to be discounted (Bauman,
2001). Yet in East Asia, many rural communities prevail in the 21st century. In recent years,
some scholars have also focused on Eastern European migrants living in flourishing rural
communities in the U.K. and the poverty experienced by these migrants (MacKell &
Pemberton, 2018). Findings related to East Asian rural communities may also provide clues for
European NFPs to improve the situation of these migrants.

The reasons why rural communities are reluctant to adopt SROI evaluation methods can
be understood through the field of sociology. While economic research into communities can
provide useful information for accounting research purposes, at the same time it limits
perspectives on the information obtained due to its narrow frame of reference (Ravenscroft &
Williams, 2021). Mainstream sociological research is also conducted primarily using statistical
information (Plummer, 2022) but provides a broader view. As such, some accounting scholars
have turned to sociology to address the shortcomings of economic research. Placing an
emphasis on sustainability, they have been investigating the dysfunctions of accounting when
compared with sociology. (Fleischman, 2013).

Several reasons why rural communities are reluctant to adopt SROI methods are
presented in this paper. The scope of this research does not extend to unexpected findings,
limiting the ambiguity of any conclusions.

1. Literature review

Residents of contemporary Chinese rural communities have non-physical needs,
according to the Chinese General Social Survey (Xu et al., 2023). Not all countries in East Asia
conduct such large scale surveys, but because they have many sociological similarities, it can
be assumed that residents of contemporary South Korean and Japanese rural communities have
non-physical needs as well. NFPs providing welfare to these communities are necessary to
satisfy these needs.
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SROI is commonly considered to be based on utilitarianism (Bockarjova et al., 2022 &
Maier et al., 2014). Among its variations, one type of utilitarianism is consequentialism (Horta
et al., 2022). In addition to the standard version of SROI, other versions of SROI are also
advocated. Besides the standard version of SROI, the Impact Multiple of Money (IMM), which
is calculated by entities outside of NFPs, has emerged in recent years (Addy et al., 2019). One
disadvantage to this version is that, on its surface, IMM appears to run counter to individual
autonomy due to its lack of stakeholder discourse when being calculated.

A number of salient topics concerning the activities of NFPs in rural communities have
been identified. For example, there are greater levels of civic engagement in the U.S. rural areas
and civic engagement is a factor in social capital (Chetty et al., 2022). Residents of rural
communities tend to place a heavier emphasis on religious activities than in urban areas
(Oosterhoff et al., 2019). These religious activities include rituals such as festivals that are
researched in anthropology (Eriksen, 2017). Successful rural innovation requires bridging
social capital and competence trust (King et al., 2019). In Japan, some NFPs are engaging with
stakeholders in rural communities (Shogenji, 2021).

In the West, it is sometimes suggested that pre-modern jobs in communities were
meaningful and residents in communities had a degree of autonomy in working, even though
they lacked autonomy as individuals in general (Bauman, 2001). One best-selling general
interest book in anthropology goes so far as to declare that non-hands-on jobs are often
"bullshit™ jobs that are not meaningful, making reference to SROI (Graeber, 2018). The
meaningfulness of working can be a topic for NFPs too (Sandberg et al., 2021). Bricolage, for
example, is related to this type of hands-on approach to some extent. Several social
entrepreneurs have succeeded through bricolage, for example in Europe and South America
(Simon-Moya & Rodriguez-Garcia). An agricultural science textbook that was written in line
with Japanese agricultural science traditions also seems to be based on bricolage (Shogenji,
2021).

The elderly makes up large proportions of East Asian rural communities (Fifield, 2015,
Lee et al., 2021, & Liu, 2016). Some types of NFP activities do not generate high SROI ratios
among the elderly, while other types do (Bosco et al., 2019 & McCosker et al., 2020).

VVOSviewer version 1.6.19 can draw relationships around "rural” and "community."
Figure 1 is created from a file from Scopus on March 2, 2023. The file contains bibliographical
data for the latest 2,000 articles whose titles contain both "rural™ and "community." The date of
publication of the articles range from 2021 to 2023.
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Figure 1. Map of relations around "rural” and "community"
Source: own compilation from data of Scopus

Statistical analysis is a key tool for economists and sociologists. It can be used to find a
way to improve the well-being of residents of rural areas (Jachimowicz et al., 2017). Statistical
analysis includes traditional types of analysis such as Gini coefficient analysis and odds ratio
as well as new types of analysis like bibliometric analysis. It is known that a Gini coefficient
can be calculated not only for cumulative income but for other factors (Sueyoshi et al., 2021).
Travel time can be used in researching rural communities (Cattaneo et al., 2021). Odds ratio is
used not only in a medical context but also in social science contexts. For example, analysis
between formal collaboration and informal collaboration can be proceeded by odds ratio
(Terman et al., 2020). One piece of prior literature has provided deep insights into accounting
through the sophisticated use of VOSviewer (Vagner, 2021).

One widely read paper on SROI is based on interviews (Bellucci et al., 2019). Some
scholars conduct interviews in order to research rural communities as well (Arnott et al., 2021).
Ethical issues surrounding interviewing have been discussed by some experts (Brinkmann &
Kval, 2018). A few sociologists use observations in public spaces. Observations in the public
spaces of urban areas may produce numerous findings (Angrosino, 2007). Even observations
of public spaces of rural communities may produce findings.

2. Methodological approach

The methodological approach to tackle the research question is a combination of a pilot
study and a main study.

In order to confirm that rural communities occupy a large weight sociologically in Japan,
a comparison of cultures between the U.K., the U.S., and Japan was conducted as a proposition
of the combination mentioned above. This comparison is based on statistical data from the
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World Value Survey (WVS). WVS contains detailed data on many countries including the U.K.,
the U.S., and Japan (Haerpfer et al., 2022).

Three ideas regarding communities, which were proposed in a widely cited book, are
instructive in deciding which data are necessary (Bauman, 2001):

(1) Communities regard provision of welfare as their obligation, and welfare by charities denies
these obligations.

(2) Communities restrict individual autonomy in general.

(3) Communities need their residents to have a sense of belonging.

Active membership in charitable or humanitarian organizations, Welzel emancipative
values, and the left-right political scale will answer how many communities stand in each
country. While it is unclear whether these widely cited ideas are truly accurate, this concern is
beyond the scope of this report.

In the pilot study, an interview with a practitioner of SROI evaluation methods working
at a Japanese NFP dedicated to rural communities named Yodakas Research Institute was
conducted on Dec. 5, 2022. Because the practitioner indicated that this NFP takes a cautious
stance toward SROI, it is suitable as an interviewee (Koike, 2020). The NFP has expertise in
contemporary evaluation methods for NFPs and is critical of the standard version of SROI. The
NFP’s offices operate in Neo District, Motosu City and Taniguminagase District, Ibigawa
Town in Gifu Prefecture. The interview was conducted in Neo District.

In order to find supplemental information, observations in public spaces were conducted
at Motosu City and Ibigawa Town on Dec. 4, 2022. Visiting the Ibigawa Museum of History
and Folklore on the same day brought about a greater sociological and anthropological
understanding of Ibigawa Town.

Gifu Prefecture is located in central Japan (Figure 2). Both Motosu City and Ibigawa
Town are rural municipalities consisting of several districts. Each of these districts consists of
several rural communities. In particular, Neo District and Taniguminagase District consist of
multiple rural communities whose economies rely on agriculture and forestry. The population
of Neo District was 1,212 people as of December 2022 (Shinsei Office of Motosu City, 2023)
and the population of Taniguminagase District was 719 people in October 2015 (Kitamoto,
2023).
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Figure 2. Gifu Prefecture
Source: own compilation using a module of Python named as japanmap provided by Tsutomu
Saito through the Apache License

Because these research methods were adopted in order to proceed with just a pilot study,
an ethical review by an internal review board (IRB) was not conducted.

Gini coefficient will be calculated using Python 3 as a calculator. The number of rural
communities cooperating on welfare with NFPs, schools, or profit-oriented entities are the main
focus. The categorization of rural communities is conducted according to travel time from their
closest densely inhabited districts (DIDs). A Lorenza curve can be drawn based on the
cumulative proportions of the number of rural communities and the number of categories.

As is usually the case in the rest of the world, in East Asia topics of importance to a
particular community are generally discussed in a group setting. In Japan, yoriai, which are
meetings of rural communities, is the de facto place where discussion regarding festivals are
held. Separately, the topic of welfare is also a key discussion topic at yoriai. Japan’s Ministry
of Agriculture, Forestry and Fisheries (MAFF) discloses how many rural communities discuss
each topic at yoriai meetings and how many rural communities held yoriai meeting in total.
The odds ratio for the topic of welfare will be calculated by IBM SPSS 28 which is a reliable
application for social scientists.

Further results of analysis by VOSviewer will be discussed.

Statistical analysis, interviews, observations in public spaces, and visiting a museum
were conducted solely by the author of this paper. There were essentially no unpredictable
difficulties in conducting this study as these methodologies are simple and there is an ample
amount of prior literature.
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The main statistical data are collected from MAFF’s 2020 Census of Agriculture and
Forestry. While the main portion of the data from this census is published in English and
Japanese, specific details are only in Japanese. This census was obtained from the Survey on
Rural Communities (MAFF, 2022 & 2021).

3. Conducting research and results

3.1. Confirmation

The results of active membership of charities, Welzel emancipative values, and left-
right political scale values are in table 1.

Table 1 Means on WVS

Japan U.K. U.S.
Membership in Charities 0.1 3.4 5.0
Welzel Emancipative Values 0.56 0.65 0.56
Left-Right Political Scale 5.75 5.01 5.32

Source: own compilation from data of WVS

Active membership in charities is far lower in Japan than in the U.K. and the U.S.
Japanese culture is more right-leaning than the U.K. culture and the U.S. culture. The U.K.
culture has a greater degree of respect for individual autonomy than Japanese culture, though
there is almost no difference between the U.S. and Japanese cultures in this regard. Based on
the data, it can almost be confirmed that rural communities occupy a large weight sociologically
in Japan.

3.2. A Pilot Study

Much of the information was acquired through an interview with the Yodakas Research
Institute. Because of the clear, extensive explanation given by the practitioner working for this
NFP, the information can be easily interpreted academically.

This NFP is influenced by agricultural science and its activities are based on bricolage,
though these activities are well planned and not patchwork. It is conducting activities to
establish bridges with stakeholders in rural communities in Gifu Prefecture. Yodakas does not
need to acquire large funding but needs to acquire small constant funding in order to maintain
bridges with stakeholders. The staff of this NFP also collaborates with national and prefectural
governments and teach as adjuncts at universities outside these communities. These types of
staff activities and teaching are carried out in order to enable residents in these communities to
hear the NFP’s voice through competence trust. The NFP’s efforts to gain competence trust
show that it is acting in accordance with a knowledge of sociology.

This NFP agrees with the principles of utilitarianism to a certain extent because
consequentialism can avoid harassment and overwork as consequences of virtuous motivations
at NFPs. However, this NFP does not believe that SROI is based on utilitarianism. They think
that SROI does not have the ability to produce large benefits for society.

Residents were found to have a limited interest in civic engagement, although there is a
much greater interest in other types of social capital. Despite low levels of interest, Motosu City
is currently officially trying to promote civic engagement. This is because the city’s mayor aims
to gain the support of residents through promotional activities. Ibigawa Town does not strongly
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promote civic engagement at the moment. This is because the town can receive grants from the
national government and does not depend upon the support of residents for financial support.

Young women have a hard time living comfortably in these communities due to a lack
of individual autonomy. For this reason, the population of young women was low in these
communities and there were no babies born at all in Neo District in one recent year. These
communities are also aging. This NFP does not think that high SROI is derived from the elderly,
so it does not expect large NFPs to open branches in these communities. Even if regulations are
enacted requiring large NFPs to calculate SROI, there will be no impact on these communities
without large NFP branches.

Although this NFP agrees with utilitarianism to a certain degree, it also thinks that
welfare should be provided to the elderly regardless of its social impact.

Attending promotional events for any evaluation method can serve as an opportunity to
build bridges with NFP stakeholders. However, when it comes to the development of evaluation
methods, small NFPs in rural communities do not have the financial resources to shoulder the
overhead costs associated with this type of development process and as a result end up being
excluded. Only large NFPs are seen as having the resources to participate in this type of
development. As such, newly developed evaluation methods will not be suitable for small NFPs.

Staff at some NFPs do not consider office work to conduct evaluations, including their
efforts to calculate SROI, as being meaningful, because they favor a hands-on approach. If
IMM reduces their office work, it may be preferable. However, one conditional requirement for
IMM is that it must be used by on-site NFPs in order to spontaneously appeal to intermediate
foundations for fundraising. But if IMM is used by intermediary foundations to supervise on-
site NFPs, it would not be preferable.

There was a gorgeous exhibition for a festival at the museum in Ibigawa Town. It can
be ascertained that small rural communities in Gifu place a great importance on festivals to the
same extent that other rural communities in Japan do.

Residents of Motosu City and Ibigawa Town also have relationships with outsiders.
There may be opportunities for NFPs to provide services for such families living outside of
rural communities in such municipalities. Of course, there may be differences among rural
communities within a municipality and a pilot study cannot provide sufficient evidence for
these possible opportunities.

3.3. Statistical analysis

Descriptive statistics on categories of rural communities cooperating on welfare with
NFPs, schools, or profit-oriented entities appear in Table 2. The Gini coefficient for these
cooperative acts is calculated as 0.607. Inequality within these cooperative acts appears in
Figure 3.

Table 2 Descriptive Statistics on Categories of Rural Communities

Travel Time Number of Communities

~0.5h 2,776
0.5h~1.0h 660
1.0h~1.5h 87
1.5h~ 65
Total 3,588

Source: own compilation from MAFF data
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Figure 3. Inequality
Source: own compilation from data of MAFF

The Gini coefficient is high. It can be said that there is a large degree of inequality
among these cooperative acts. Rural communities which are near DIDs have the almost all of
the exposure to cooperation. At the moment, most large NFPs appear to not be present in rural
communities that are far from DIDs. As such, large NFPs which can bear overhead costs are
unlikely to represent rural communities when discussing new legal regulations for evaluation
methods.

Because rural communities will not be represented, if any legal regulations on
evaluation are enacted, such regulations will undermine the autonomy of these rural
communities.

Descriptive statistics on yoriai meetings are in Table 3. Results calculated on odds
ratio of welfare as a topic are shown in Table 4.

Table 3 Descriptive Statistics on Yoriai Meetings

Festivals Welfare Total
Yes 112,704 14,774 187,478
No 16,636 54,566 71,202
Total 129,340 129,340 258,680

Source: own compilation from data of MAFF

Table 4 Odds Ratio
Particularity OR (95% CI)
Civic engagement 0.202 (0.198-0.206)
Source: own compilation from data of MAFF

Table 4 shows that civic engagement is obviously considered inferior to festivals in
rural communities in Japan. Residents of rural communities are rarely involved with civic
engagement without triggers. This odds ratio is the opposite of the data of rural areas in the U.S.
shown in prior literature. NFP activities to establish bridges with stakeholders appear to be vital
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triggers. Promotional events for any evaluation method are desirable for rural communities
because bridging seems vital.

VOSviewer shows a relationship between "rural communities” and "social capital,”
and "rural communities" and "practice,” and a relationship between "rural communities” and
"older adults." These relationships are supportive for interpretations on rural communities
mentioned above.

The frequency of "practice” is very high and there is also a relationship between
"practice” and "sustainability." Thus, it can be said that the hands-on approach is widely
adopted in rural communities, especially in the context of sustainability. If the hands-on
approach is denied, rural communities will lose one key benefit for stakeholders there.

The term "older adult” is quite frequently used. Also, "older person,” "child,” "youth,"
"adult" and "age," which are related terms commonly related to "older adult," are frequently
used. As such, it can be inferred that the problem of aging in rural communities is a topic that
is clearly of interest to scholars.

A widely read interpretation is that communities have an obligation to provide their
members with welfare as mentioned above. A community probably believes that community
membership is the sole condition for welfare and that welfare in a community must be provided
regardless of the social impact. Stakeholders are aware of aging in rural communities and rural
communities are aware of their obligations to their members in terms of welfare. A high
proportion of elderly residents within these communities appears to be a major factor behind
their reluctance to adopt SROI.

There is also another unexpected finding. The term "rural area™ is somewhat similar to
"rural community."” There is a relationship between rural areas and tourism. It can be said again
that through these residents of rural communities have relationships with outsiders.

Conclusion

East Asian rural communities have several reasons to be reluctant to adopt the standard
version of SROI. Because NFPs in rural communities cannot bear the cost of sending
representatives to meetings to discuss drafts of regulations to regulate evaluations of NFPs, it
could undermine the autonomy of rural communities by excluding them from participation. At
the moment, SROI’s hands-on approach in rural communities does not appear suitable and it is
not perceived as bringing many benefits to rural communities. Rural communities are aware
that their populations are aging and are aware of their obligations to their members on welfare
that exist regardless of SROI. However, discussing evaluation methods of NFPs can function
as a way of bridging stakeholders in rural communities.

It is still undoubtedly necessary to evaluate NFPs in order to accelerate their social
impact. Paradoxically, if intermediate foundations cautiously use IMM to evaluate on-site NFPs
in rural communities, it may satisfy various stakeholders in these communities.

The limitation of this research is that unexpected findings are not expanded upon. The
unexpected findings include the relationships between insiders and outsiders in rural
communities and the institutional difference between two municipalities in Gifu Prefecture in
their public policies concerning civic engagement.
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