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Purpose of this session
• Provide information on managing mental health hospitalisations
to help preparations for a formal Request for Proposals (RFP)
• Brief the market on the requirements, process and anticipated
timeframes of the RFP
• Receive feedback and suggestions to understand how we can
support the market to respond

Useful reading:
OSII
Assist

What is social impact investment?
An emerging pay-by-success approach to tackling social
challenges that brings together capital and expertise from
across the public, private and not-for-profit sectors.
Potential to…
• Deliver better services
 enhancing seamless
delivery of services to
patients
• Build strong and effective
partnerships
 stronger engagement of
public & private sector in
collaborative financing &
delivery of health services
• Achieve better value for NSW
taxpayers

by…
• Quantifying and measuring
outcomes
• Co-designing and nurturing
innovation
• Sharing risks and benefits of
service delivery
• Leveraging public
investments in achieving the
aims of truly integrating care

Principles of social impact investment
• Robust measurement
• Value for money
• Social benefit
• Appropriate sharing of risks and returns
• Focus on high priority social problems

Characteristics of effective pay for success
health programs
• Significant unmet needs with clear target population
• Interventions that clearly work in short to medium term
• Credible data usually also with a comparator group
• Quantifiable savings for Government in 1 to 2 service areas
• Sophisticated providers monitoring/managing outcomes
• Demonstrable cash savings for Government
• Third party evaluator to trigger success payments

Social impact investment in NSW
Managed by Office of Social Impact Investment
Treasury/Department of Premier and Cabinet
Current Social Impact Bonds
• Newpin – restoring children to their families
• Benevolent Society – keeping children with their families
First Request for Proposals (RFP)
• Focus on recidivism and vulnerable young people
• Closed 26 July 2015
Second RFP
• Focus on managing chronic health conditions and managing
mental health hospitalisations (but open to other areas)
• Expected to be released late 2015 or early 2016
• Market sounding will include 1:1 communications

Managing mental health
hospitalisations
Elizabeth Koff
Deputy Secretary,
Strategy and Resources

A dynamic model to shift the balance into
community-based support
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Potential cohort
• More than 4,000 patients* (aged 18 years or older) receiving
treatment in an acute or sub-acute setting for a mental health
condition were admitted for 28 days or longer in one or more
episode in 2012/13.
• The potential cohort of over 4,000 patients accounted for 48 per
cent* of the total mental health acute or sub-acute service cost.
• The target population is people with severe mental illness aged
16 years and over (until age related frailty is determined)
• Additionally, the target population experience disability or
impairment that impacts on their daily functioning, with this
disability or impairment primarily stemming from their mental
health diagnosis.
* Data Source: ABF Portal, NSW Health,
as reported in Social Impact Investment Statement of Opportunities, February 2015

Current hospital avoidance programs
Around 1,300 people with severe mental illness currently receive day
to day support to live in the community through various Housing and
Accommodation Support Initiative (HASI) packages.
Challenges include:
• The current HASI and HASI Plus programs do not meet demand
for people with severe mental illness who could be better
supported to live well in the community and avoid unnecessary
and lengthy hospital admissions.
• There are currently limited step up and step down models of care
to ensure effective pathways from specialist inpatient hospital
rehabilitation into broader community-based recovery support
services.

Community-based care:
a possible focus for social impact investment
There is international acceptance of community care models for
those with mental illness.
People with enduring and severe mental illness experience better
quality of life and improved social outcomes if they can maintain
living in the community.
Elements shown to be effective in a supportive mental health
model in NSW include:
• providing people with mental illness ongoing clinical mental
health services and rehabilitation within a recovery framework
• assisting people with mental illness to participate in community
life and to improve their quality of life
• appropriate patient identification and selection.

Further information

Examples of areas of need
Program

Target Population

Aiming for Asthma
Improvement
Chronic disease
self-management

Children and adolescents with asthma

Fracture prevention

People (often women aged >50) with minimal
trauma fracture identified in Emergency
Patients with Chronic Heart Failure
living at home
Adults with severe and persistent mental illness
requiring 24/7 care & support in short to
medium term. May be inpatients or in forensic
facilities transition to community

Chronic
Conditions
Chronic
Conditions
Mental
health

Aboriginal people with chronic disease

Chronic
conditions

Home
tele-monitoring
Step-down mental health
service with accommodation
and wrap-around supports
Post-hospital rehabilitation
(eg. cardiac, pulmonary)

Priority area

Chronic
Conditions
People with specified chronic illness identified as Chronic
Conditions
at rising/high risk of hospitalisation (includes
Aboriginal people)

Proposals, examples
and timeframes
Greg Anderson
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Potential patient outcomes and payment measures

Better patient
experience

Improved
health
outcomes

• Reduced severity and frequency of illness
episodes
• Increased stable and permanent housing
in the community
• Increased capacity to manage their
condition (behaviour change)
• Fewer readmissions to MH facilities
• Reduced ED presentations
• Reduced length of hospital/MH facility stay
• Improved results in functional
assessments
• Reduced contact with the criminal justice
system
• Increased independence
• Increased employment

Design considerations
•
•
•
•

•
•
•
•

Nature of intervention
Program logic/strong evidence base
Identification/selection/risk stratification - a clear cohort
Proof of success:
 Control/comparator group?
 Case control?
 Randomised clinical trial?
Output/outcome measurements
Costs/benefits
Innovative solutions
Risk sharing

Complexity will not suit Pay For Success
Pay For Success in Health must deliver measurable benefits
that demonstrate value for money
relative to public delivery of services.
Nature of benefit

cash savings

avoided costs

productivity gains

Beneficiaries

a single govt
agency

multiple govt
agencies

other
govts

individuals &
communities

Timing of benefits

immediately

months

years

decades

Increasing complexity of transaction

Source: Office of Social Impact Investment

other

Appropriate sharing of risks and returns
The balance of sharing risks and returns between investors,
service providers and Government is sufficient to attract
investors, as well as ensure value for money to the public.

Proposals should outline:
• the risk-return profile for each
participant
• the level of return to investors
under different performance
scenarios
• how the proposed risk-return
profile compares to similar
products in the market
Source: Office of Social Impact Investment

The Government will
consider providing a
standing charge to
create a more
attractive risk profile
for investors – up to
50% of the service
delivery costs.

Joint Development Phase
• Expected to take approximately six months
• Further exchange of data
• Development of key performance indicators and
corresponding Government payments
• Development of financial instruments and service
arrangements
• Support provided by the Office of Social Impact Investment

Mental health wrap-around program – indicative
cash flow
• 300 participants, $30K establishment cost/person, $13K
cost/participant/yr
• 13% reduction in ED presentations, 79% reduction in mental
health admissions 72% reduction in physical health admissions1
• 10% of success retained by NSW Government
$m
Program costs
90% of success paid by Health
Total income
Net result for provider
Cumulative cash position
1 SA

Year
3
4
- $4.2 - $4.3

1
- $11.2

2
- $4.1

$3.4
$3.4

$6.5
$6.5

$6.6
$6.6

- $7.7
- $7.7

$2.4
- $5.4

$2.4
- $2.9

5
- $4.5

6
- $4.6

7
- $4.7

Total
- $37.5

$6.8
$6.8

$7.0
$7.0

$7.3
$7.3

$7.5
$7.5

$45.1
$45.1

$2.5
- $0.4

$2.6
$2.2

$2.7
$4.9

$2.8
$7.6
Margin:

$7.6

HASP Evaluation

Investor funding of $7.7m needed

20%

Osteoporosis Re-fracture Prevention Program
– indicative cash flow
• 22,848 participants enrolled (50% of primary fractures),
$200/participant/yr
• 69% reduction in re-fractures1
• 50% of success retained by NSW Government
$m
Program costs
50% of success paid by Health
Total income
Net result for provider
Cumulative cash position

1 HNELHD

1
- $4.6

2
- $4.8

3
- $4.9

Year
4
- $5.1

$0.7
$0.7

$2.5
$2.5

$5.3
$5.3

$7.8
$7.8

$8.6
$8.6

$9.2
$9.2

$9.9
$9.9

$44.0
$44.0

- $3.9
- $3.9

- $2.3
- $6.2

$0.4
- $5.8

$2.8
- $3.1

$3.3
$0.3

$3.8
$4.1

$4.3
$8.4
Margin:

$8.4

5
- $5.2

6
- $5.4

7
- $5.5

Total
- $35.6

2010 trial

Investor funding of $6.2m needed

24%

Santa Clara County – mental health case study
• Program focuses on high users of Emergency Psychiatric
Services (EPS) and inpatient psychiatric services
o Eg the target population in FY13 accounted for 10,000
total bed days in Barbara Arons Pavilion (BAP;
psychiatric inpatient facility)
• Program expected to have 40-500 clients at any given time,
and no fewer than 250 individuals over 6 years
• Targeted savings of $5m over 6 years
• Measureable impacts include:
o Better serve and meet the needs of these clients in the
least restrictive setting
o Avoid costs to the County by reducing bed days
purchased from contract psychiatric hospitals
o Reducing utilization of EPS, and improving
the efficiency of bed use in the BAP

Santa Clara County – funding and
implementation

Timeframes for 2015-16
Recommendations
to proceed to Joint
Development Phase

Joint Development
Phase (JDP)
Commence
implementation

OCT NOV DEC JAN FEBRUARY MARCH APRIL MAY JUNE JULY AUG SEPT OCT

Market
sounding –
second
RFP

Second
RFP
released

Evaluation
of
proposals
Recommendations
to proceed to JDP

Joint
development
phase

Commence
implementation
– late 2016

Advice on Social Impact Investment –
the Office of Social Impact Investment
OSII can:
• provide general information
about social impact
investing
• provide general information
on NSW Government
activity and priorities in
social impact investing
• provide information on RFP
processes, timing and
requirements
• facilitate contact with other
government agencies and
market participants
• consider and facilitate
information and data
requests.

Contact OSII:



t

+61 2 9228 5333
socialimpactinvestment@dpc.nsw.gov.au
dpc.nsw.gov.au/sii
@NSWOSII

Advice on Health and Social Impact Investment
• To arrange a one on one meeting, contact:
o Christina Summerhayes, A/Assoc Director, Strategic
Policy Unit, Ministry of Health: 02 9391 9338 or
csumm@doh.health.nsw.gov.au
o Dani Fried, Senior Policy Officer, Strategic Policy Unit,
Ministry of Health: 02 9424 5892 or
dfrie@doh.health.nsw.gov.au
• Other contacts:
o Greg Anderson: greg@oconnelladvisory.com.au
or 0419 638 073
o Helen Favelle: helen@oconnelladvisory.com.au
or 0412 203 764

Questions and discussion
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