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Population overview in NSW (0-5 years)
• Current population of 0-5 years in NSW is 610,000, growing to 687,000 by 2031
• Concentration of growth in metropolitan areas, with slight decline in rural areas
• Estimated available places in ECE in NSW is currently 262,500

• On average 100,000 children start school in NSW each year
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Early childhood education
service system by service types

SERVICE BY TYPES

• Since 2012 there has been steady
growth in long day care services,
with 3% growth projected for 2016
• Conversely, there have been no
approvals for community
preschools since 2013 and only a
few approvals for private for profit
preschools. This trend is expected
to continue

• The growth (306% since 2012) of
family day care has outstripped
demand and continues to increase
• Consistently, families are making
the decision to enrol in long day
care over other service options

Importance of ECE in
changing a child’s learning trajectory
Studies show that children experience greater benefits from a
moderate level of participation in a preschool program
Participation in quality early childhood education yields multiple developmental
and learning benefits for all children
Young children
develop behavioural
and learning skills, as
well as building new
relationships

Children arrive at
school equipped with
the social, cognitive
and emotional skills
to engage in learning

Adults continue to
benefit from
downstream
outcomes such as
educational
attainment, economic
participation and
family wellbeing

The increased benefits of ECE
for vulnerable children
The potential benefits of ECE are greater for
children from disadvantaged backgrounds:

• What education children
lack before they start
school has long term
implications for their
education right through
school and when they
leave school
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The benefits of ECE depend on the
quality & duration of service provision
High quality services result in greater outcomes for children
Two forms of quality are essential
• Structural quality elements of ECE staff: staff qualifications and child-teacher ratios

Months of developmental
advantage on literacy
(5 year olds)

• Process quality of ECE staff: to increase quality of child/teacher interactions and help in
the development of high quality curriculum
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Melhuish E. C. (2011). Preschool matters. Science, 333, 299-300.

Quality ratings in NSW
• 3,803 services in NSW have been assessed and rated, as at 31 December 2015
• 76% of services rated in NSW

• 61% meeting or exceeding standards

Enrolments and attendance in
the year before school
• Significant gains have been made in the proportion of 4-5 year olds enrolled in a
preschool program – however preschool enrolments continue to remain lower than
kindergarten enrolments
• Numbers of 4-5 year olds in a preschool program for 600 hours remain at moderate levels
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Increase number of children from disadvantaged
families participating in early childhood
education in the year before school
 Preschool Funding Model
• SEIFA per child base rate

.

• Per child loadings for Aboriginal children, children from low income families and
CALD children
• Service loadings to support service delivery in rural and remote areas

 Preschool Disability Support Program
 Community Preschool Outreach Grants
 Local Partnerships
 Integrated Services

 Aboriginal Access and Participation Plan

Participation for diverse needs
The Preschool Disability Support Program (PDSP) supports the
inclusion of children with a disability in NSW community preschools
The PDSP is made up of four components:
1.

Community preschools apply for funds on behalf of children

2.

New universal disability loading

3.

Program manager

4.

Scholarship program

Participation in NSW for
Aboriginal and low SES children
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Diverse needs

Learning focus

Increase the
number of 4 and 5
year olds enrolled in
ECE programs for
600 hours

Support parental
choice and foster
sustainability and
quality in the ECE
sector

Implement risk
based regulatory
reforms to
support
continuous
improvement

Lift the
participation of
Aboriginal and low
SES children, and
children with
additional needs in
preschool programs

Improve teaching
and educational
practice for the
long term benefit
of children

Universal access to
early childhood education
• The NSW Government has been working towards achieving universal access
to quality early childhood education:
‒ National Partnership Agreement
‒ Preschool funding model
‒ New capital expenditure and scholarships
‒ Further funding to support better local partnerships, community outreach, capital
works and increased hours of access

• We are seeking innovative proposals that will build on current reforms and
existing work

What are we looking for?
Key goal
• Increase the number of 4 and 5 year old children accessing an early
childhood education program for 600 hours per year in the year before
school

Consider initiatives that:
• Increase participation in early childhood education for 600 hours, with a
focus on children with disability, those from Aboriginal or low socioeconomic families, and those from rural and remote areas
• Offer more innovative service delivery models to support families’ needs
• Create closer linkages and partnerships with schools
• Improve overall learning and development outcomes for children

Possible measures
Outcome measures
• Improved NSW Australian
Early Development Index
(AEDI) results

Process measures/outputs
• The number of teachers delivering
preschool programs who are four year
university trained and early childhood
qualified
• The proportion of disadvantaged children
enrolled in a preschool program for 600
hours
• The proportion of Indigenous children
enrolled in a preschool program for 600
hours
• The proportion of services assessed and
rated as meeting, exceeding and excellent
under the National Quality Standard

Principles of effective interventions
Key principle
• The intervention should increase overall participation of 4 and 5 year olds
for 600 hours without displacing any children already accessing early
childhood education

NSW Government initiatives that may assist:
• Preschool Funding Model
• Preschool Disability Support Program

• Community Preschool Outreach Grants
• Local Partnerships
• Integrated Services

• Aboriginal Access and Participation Plan

In summary

• Opportunity to improve the overall learning and development
outcomes for children through early childhood education
• Social benefits for vulnerable children and their families

• New approaches and innovation
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What is social impact investment?
Social impact investment seeks to achieve
social and financial returns through:

Social impact investments
can take different forms
Social impact investment includes but is
not limited to:
Payment by results (PBR) contracts
A service provider is paid for the results they achieve. Social
benefit bonds are special type of PBR contract
Social benefit bonds
A financial instrument that pays a return based on achieving
agreed social outcomes

Layered and pooled investments
Brings together different types of capital, sometimes in nontraditional ways that disrupt the usual risk-return equation

Payment by results is a key element
Understanding payment by results:

Statistically reliable measure

Comparison
Intervention

Comparison
Intervention

Positive change

Intervention group should
be large enough to be
statistically reliable
12 month
KPI measure

24 month
KPI measure

50-75 months
(end of term)
KPI measure

Performance payments linked to measurement
of comparison and treatment group outcomes

Payments are linked to performance
Returns accrue
to providers
and investors

RISK/REWARD
PAYMENTS

Government’s exposure capped
% of
government
savings
REALLY BAD

BAD

POOR
GOOD

SUPERIOR

OUTSTANDING

PROGRAM
PERFORMANCE

Expected
performance

Provider’s exposure limited
INDICATIVE ONLY

Provider’s cash flows
Cash flow

Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 Q22 Q23 Q24 Q25

Operating costs

What are my costs?
• Staffing – caseworkers,
counsellors, etc.
• Overheads and on-costs

Fixed payments

How do I get financing
to cover the deficit?
•
•
•
•

Bond
Bank loan
Bank overdraft
Equity parent

Performance payments

How do I service this debt?
• Fixed and/or variable
government payments
INDICATIVE ONLY

Example social benefit bond structure
Private money

Private
investors

Public money

1. Upfront investment
for working capital

2. Funding for
services

Service
provider(s)

Social benefit
bond issuer

Proposals do not
have to be social
benefit bonds
4. Repayment and return on
investment based on performance

3. Performance-based
payments

Government

Service outcomes
Source: J Liebman (2011). Social Impact Bonds: A promising new financing model to accelerate social innovation and improve government performance.
Center for American Progress

Social impact investments in NSW

Market sounding
Increasing permanency
for children in out of
home care
Increasing access to
early childhood
education

In development
Supporting vulnerable
young people to
transition to
independence

Managing chronic
Improving employment health conditions
outcomes for
Managing mental
disadvantaged young
health hospitalisations
people

Being implemented
Newpin social benefit
bond
The Benevolent Society
social benefit bond
On TRACC payment by
results contract
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How are proposals evaluated?
Proposals are assessed against 5 criteria:
1. Demonstrates social
impact

• Delivers measurable benefits to individuals or
communities

2. Robust measurement

• Clear and reliable outcome measures
• A well defined client group
• Robust methods to determine performance

3. Value for money

• Benefits are linked to government savings,
productivity and /or avoided costs that can
support payments in the transaction

4. Likely to achieve social
outcomes

• Program logic and evidence base
• Provider capability and capacity to deliver

5. Sharing of risks and
returns

• Balance between investors, service providers
and government in different performance
scenarios

What are we looking for?

Maximising your overall score
• Respond to all evaluation criteria
• Clearly and fully describe the proposed service and target client group
• Indicate a preferred position, if outlining options in your proposal

Evidence & innovation
• Summarise evidence of service effectiveness and cite sources
• Include a program logic
• Innovation is broader than ‘brand new and untested’

What are we looking for?

Sharing financial risk & return
• Government prefers to take no more than 50% financial risk
• Outline financial costs and benefits to each party in various
performance scenarios
• Describe how financial benefits will be shared

Financial modelling
•
•
•
•
•

Annual cash inflows and outflows for all parties for contract period
Savings expected to accrue to government beyond contract period
Preferred frequency of payments
Model different performance scenarios
Specify assumptions

Timeframe

Market
sounding

JULY 2016

Request for
proposals

SEPT / OCT

Evaluate
proposals

NOV / DEC

Begin JDP

FEBRUARY 2017

INDICATIVE ONLY

Useful reading

 2016 Statement of Opportunities

 Principles for social impact investment
proposals to the NSW Government
 Technical Guide: Outcomes measurement for
social impact investment proposals to the NSW
Government
 Previous RFPs and Lessons from 2015 RFPs

 OSII Assist

www.osii.nsw.gov.au
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How the workshop will work
Each table is assigned a question to discuss
and report back to the group:
1

What data are required to develop proposals? How might we be able to ascertain the
outcomes from any investment compared to other services?
What data are required to develop proposals? How might we be able to
ascertain the outcomes from any investment compared to other services?

2

5

6

3

What capability and capacity issues should be considered in thin markets?
How can they be overcome?

4

Will investment lead to competition or collaboration? How can we ensure
collective effort to benefit families?
What are the barriers to achieving outcomes for Aboriginal children, children
from low SES families, and vulnerable families?

What are the challenges in targeting hard to reach families? How could we measure
outcomes for this cohort?

www.osii.nsw.gov.au

