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2015 - Tune Review into the OOHC system in NSW

Communities and Justice

Recommendations:

• An outcomes-focused approach
• Evidence-based strategies
• Enhanced collaboration between agencies
• Utilise data to inform decision making
• Aimed at greater efficiency, accountability and improved 

outcomes for the community.

The NSW Government responded by implementing a number 
of reforms, including the NSW Investment Approach



Data and modelling assets have been in development 
since 2015
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NSW Government reforms 
The NSW Investment Approach was 

envisioned as part of the Tune review, 
which aimed to create a service system 
that delivers coordinated, wrap-around 

and evidence-based support services for 
vulnerable children, young people and 

their families to improve their quality of life 
and outcomes.

FFO model v1
The first version of the FFO 

model is developed based on 
the HSDS data to June 2017. 

Human Services Dataset 
(HSDS) developed

The HSDS is developed with other 
agencies and linked by the Centre for 
Health Record Linkage (CHeReL) to 
support the investment approach by 

underpinning the FFO model.

2018 FFO report
The first FFO report was published in 2018, 

describing cohorts of vulnerable people 
with poor outcomes, which represented 
Stage 1 in principle, but did not relate to 

particular programs. 

FFO model v2
The second version of the FFO 
model is an enhanced upgrade 

with more indicators and 
outcomes and is based on linked 
HSDS and Commonwealth data to 

June 2019.

2022 FFO report
The second FFO report was published in 
2022, demonstrating how evidence of 

program outcomes from evaluations can 
be used to estimate avoided costs and 

expected return-on-investment.

2015

NSW Government Actuary



Two reports released in 2022-23 mark a significant milestone
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• The Forecasting Future Outcomes Stronger Communities Actuary Insights Report 
2022. It was released by the NSW Government to demonstrate how the Forecasting 
Future Outcomes model is used to support the investment approach.

• The Investment Plan for Human Services in NSW outlines more broadly how the 
investment approach can be applied by government to direct investment in the most 
effective and efficient way.

https://www.nsw.gov.au/sites/default/files/noindex/2023-02/Forecasting_Future_Outcomes_Report_2022_1.pdf
https://www.nsw.gov.au/sites/default/files/2023-01/Investment%20Plan%20Human%20Services%202023.pdf
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The NSW Investment Approach
- an overview -

Communities and Justice



The NSW Investment Approach aligns 
program effectiveness with financial benefits

Communities and Justice 7

- Outcomes focused
- Effective programs improve people’s lives

- Evidence-based
- Measures program performance

- Uses data
- Analysis and modelling

- Is efficient and cost-effective
- Saves taxpayer dollars
- Generating a return-on investment 
- Reduce future service use

- A way of being accountable.
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A diagram to show how we calculate avoided costs
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2. Design 
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return on 
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outcomes 
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and reinvest

Investment capital 
identified

The investment approach implementation (5 stages of analysis)

The investment approach analysis cycle is made up of five 
sequential stages that occur once program funding (investment 
capital) is identified for a program (investment):
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data collected on 
‘who receives how 
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The Forecasting Future Outcomes model
(FFO model)

Communities and Justice



What are the components of data, modelling and evidence 
that form the Forecasting Future Outcomes model ?
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The Human Services Dataset (HSDS)

+ Commonwealth data

- Multi-agency longitudinal linked data asset

- Children under age 25 and their families

- Demographics

- Service use history

(forms the basis of the population spine)

Outcome sub-models

- Calibrated using demographic and service use history

- Used to project future service use

Projection model

- Monte-Carlo simulation approach

Unit costs

- Costing manual

Evaluation results (scenario inputs)

- Outcome measures from evaluations

- Methods to collate and utilise them in scenarios

Analysis tools and templates

- Australian Bureau of Statistics (ABS) Datalab

- Model output

- Template and other spreadsheets



What is included in the NSW Human Services Dataset?
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The HSDS includes all individuals born on or after 1 January 1990 who have received a service from at least one of the NSW services
included in the HSDS, as well as their parents, other family members, guardians or carers. Data available is up to 30 June 2021, and 
provides comprehensive coverage of service streams, outcomes and life events including:

Child protection

• Concern reports
• Risk of Significant Harm 

(ROSH) reports
• Safety Assessment, Risk 

Assessment and Risk 
Reassessment (SARA) 

• Out of Home Care
placements and type

• Restoration

Parental risk indicators

• Parent in custody
• Parent interaction with justice
• Proven alcohol and other drugs 

related offence or hospital admission
• Proven domestic violence related 

offence or victim of domestic violence
• Treatment for mental health in

NSW hospital or ambulatory
services

Justice

• Custody
• Community supervision
• Court finalisations
• Cautions
• Youth conferences
• Legal Aid

Police

• Victims
• Persons of interest
• AOD related events 
• Domestic violence safety 

assessment

Customer service and Revenue

• Births, deaths & marriages
• Penalty/fines notices
• Enforcement of fines
• Work Development Orders

Housing

• Social housing tenancies 
and  waitlist

• Private rental assistance
• Homelessness services

Education

• National Assessment Program —
Literacy and Numeracy (NAPLAN)  
year 3 and year 7 results

• Attendance, enrolment and suspension
• HSC completion
• Unexpected government school moves
• Smart, Skilled & Hired program
• Enrolment in funded training
• Resource Allocation Model equity loadings

Health

• Public hospital admissions
• Private hospital admissions
• Emergency department

presentations
• Ambulance patient contact events
• Childbirth
• Opiate treatment program

Mental health

• Hospital admission for mental health
• NSW Ambulatory mental health

Alcohol and other drugs (AOD)

• Hospital admission for alcohol and  
other drugs

• Proven alcohol and other drug  offences

Commonwealth services*

• Welfare payments
• Medical Benefits Scheme
• Pharmaceutical Benefits Scheme
• Income and taxation
• Census data

*The HSDS is currently in the process of being linked to Commonwealth 
MADIP data (including: Census, Taxation, Medicare & Pharmaceutical, 
Education and Welfare datasets) for Investment Modelling work.
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A flow chart of data & modelling for the Investment Approach 
using the Forecasting Future Outcomes model
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The analysis for the Forecasting Future Outcomes – Stronger 
Communities Investment Unit 2018 Insights Report, focused on 
Stage 1 – Identify Cohort, which involved describing cohorts of 
vulnerable people in NSW.
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Stage 4 (measuring outcomes) is not the focus of this 
presentation 

Stage 4 is implemented using the Standardised
Evaluation Analysis (StEvAn) - the systematic and 
comparative evaluation of programs, or by relying 
on bespoke evaluations from the academic 
literature.
• The investment approach implementation requires outcomes 

to be measured (program evaluation). 

• The StEvAn is a standardised method for evaluating outcomes 
has been developed, which will be the subject of a future 
presentation. 

• It is an approach that can achieve scale through: 

− bulk data processing

− a common ‘build once and use many times’ bank of 
outcome indicators applicable to multiple programs

− innovative approaches to assigning counterfactual 
individuals.
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Understanding vulnerable people and families
in the NSW population

Stage 1

Communities and Justice



The Forecasting Future Outcomes model 
at a glance 
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The Forecasting 

Future Outcomes 

model looks at 

service data on all 

NSW residents under 

25 years of age at 30 

June 2019 and 

projects their future 

costs to government 

from now up until the 

age of 40 years.

Study population 
(25 years of age at 30/06/2019)

62%
Commonwealth 
Governments cost 
including:
• 48% ($92 billion) 

income support 
Centrelink

• 10% Medicare

• 3% PBS 

% total costs 
($191 billion)

$191 billion 
Total estimated 
future cost to NSW 
and Commonwealth 
Governments in 
providing services 
to this population to 
the age of 40 years 

$61,000 
on average
per person

38% 
NSW Government funded 
services cost including:
• 15% (28 billion) 

for Healthcare costs

• 10% (20 billion) for 
Justice costs (courts 
and corrections)

3,118,472



Estimated future cost by service domain 
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• Income support costs (Centrelink) are estimated to cost $92 billion for the 
study population over the projection period, making up 48% of all future 
costs to government reflecting both the high cost and broad reach of 
income support in NSW.

• In total, Commonwealth Government costs comprising Income support 
(Centrelink), the Medicare Benefits Schedule, Medicare and Pharmaceutical 
Benefits Scheme (PBS) make up 62% of projected costs.

• The remaining 38% of costs relate to NSW Government funded services. 
Healthcare (NSW Health) accounts for 15% of total projected costs and 
Justice (courts and corrections), 10% of total costs.

• Child protection costs make up 5% of total projected cost or $10 billion. 



Estimated future cost varies across the population
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• The average estimated future cost for all people included in the study 
population is $61,000. However, this varies significantly by cohort within the 
study population. For example, males have an average projected cost of 
$48,000, while for females the average projected cost is $75,000.

• Females tend to have higher income support costs ($25,000 higher), NSW 
Health ($2,000 higher) and Medicare costs ($3,000 higher), all likely 
associated with pregnancy, childbirth and child-rearing.

• The cost of next generation out-of-home care is also attributed to mothers, 
which further explains the difference in average cost. 

• While males have a smaller overall average cost than females, males have a 
significantly higher justice cost ($8,000 higher).



Estimated future cost is highly concentrated
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Top 5%
of people by lifetime cost
account for

25%
of the total estimated future cost

Top 19%
of people by lifetime cost
account for

50%
of the total estimated future cost

Top 48%
of people by lifetime cost
account for

75%
of the total estimated future cost

NSW born population only.



Cost is particularly concentrated in some 
service domains
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1% of people 
accounts for 

28% of estimated 
future costs for 
justice services

Spread of estimated future cost by selected service domains 
(NSW population)

Service usage and costs are not evenly distributed across the 
NSW population

1% of people 
accounts for 

48% of estimated future 
costs for child protection 
services for children 
aged under five

5% of females 
are expected to 
have children 
accounting for

80% of the next 
generation out-of-home 
care costs

of the total 
estimated 
future cost

$18.4 
billion 

Top 1%
of people by 
lifetime cost
accounts for

9.6%

of the total 
estimated 
future cost

$38 
billion 

Top 5%
of people by 
lifetime cost
accounts for

25%

of the total 
estimated 
future cost

$76 
billion 

19%
of people by 
lifetime cost
accounts for

50%

child protection and 
justice costs of this 
cohort account for 63% 
of their projected costs



Smart investments put resources where the greatest impact is
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Costs are concentrated on relatively few people
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• Costs vary across different strata within 
the NSW population. These results show 
how the distribution and nature of costs 
differ across service domains for different 
percentile bands.

• The highest percentile group tend to use 
services that the general population 
seldom use. This is the case for Justice, 
which has an average cost of $2,400 for 
the median group, but $133,100 for the 
highest cost percentile group.

• Similarly, the average child protection cost 
for the median group is $316, while for the 
highest percentile group it is $167,900. 
Next generation out-of-home care (OOHC) 
costs for the highest cost percentile is 
$64,400 but only $398 for the median 
group.



Vulnerable groups identified in FFO 2018 Insights 
Report
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Beyond cost, vulnerable groups experience poor 
life outcomes
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Beyond cost, vulnerable groups experience poor 
life outcomes
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Overlaps across vulnerable groups
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Estimated future cost of vulnerable groups
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Note: Dollar values are from the FFO 2018 Insights Report and are expressed in 2017$.



Intergenerational insights for vulnerable groups
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Influence of parental risk factors Intergenerational OOHC



Example pathways – annual estimated future cost 
for a typical 2 year old
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Note: Dollar values are from the FFO 2018 Insights Report and are expressed in 2017$.
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Case Study Demonstration
(Stages 3 & 5)
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Using the Forecasting Future Outcomes model for the 
Investment Approach Stages 3 and 5



Introduction to 
Functional Family Therapy–Child Welfare (FFT-CW)
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• Functional Family Therapy – Child Welfare (FFT-CW) is targeted to families and involves a series of 
therapy sessions that allow all members of the family to participate.

• The program’s main aim is to keep children and young people, aged 0-17 years, in their existing homes 
where possible, rather than placing children in out-of-home care.

• Provided over 3-6 months, FFT-CW consists of five modules: 1. Engagement, 2. Motivation, 3. Relational 
Assessment, 4. Behaviour Change and 5. Generalisation. 

• The program focusses on providing support to children and young people and their families facing a 
variety of social issues including criminal/justice issues as well as child welfare issues. 

• Although FFT is a family focused service, the main outcome of interest is a child protection indicator. 
The analysis therefore focusses on the outcomes of the child rather than the family.



Creation of FFT-CW Target Group
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Demographics of the FFT-CW Target Group
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Baseline expected future outcomes:
Functional Family Therapy–Child Welfare (FFT-CW)
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The target group is the 
cohort of people from the 
general population eligible 
for the program; the non-
target group is the 
complement of the 
population highlighting the 
extent of disadvantage 
experienced by the target 
group. These are not 
treatment and 
counterfactual groups. 
Analysis of the target 
population enables us to 
better understand the 
profile and vulnerabilities of 
a cohort and the types of 
interventions that would 
best meet their needs.



Scenarios definitions for Functional Family 
Therapy–Child Welfare (FFT-CW)
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Scenario 1 – an assumed 12.1% reduction in out-of-home care entries and 4.6% reduction in Risk of Significant Harm reports 
plus a 12.1% reduction (same as out-of-home care) in parental risk factors over 10 quarters. 

• Based on 2020 NSW Evaluation by the UNSW affiliated National Drug and Alcohol Research Centre 

• As a result of the short measurement period for the evaluation, we have extrapolated the effects of the program to a 10 quarter 
period

• FFT-CW program improves parenting and family dynamics. The scenario reduces Parental Risk Factors by the same magnitude as 
ROSH 

Scenario 2 – Scenario 1 plus a 15% reduction in justice interactions over 10 quarters.

• 2007 evaluation report produced by the Justice Research Center in Florida USA, which reported reductions in recidivism rates 
amongst youths who participated in FFT 

• This scenario allows us to explore potential impacts of FFT-CW that are not included in the evaluation



Estimated future cost by scenario and domain 
(FFT-CW) 
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The table provides the extract 
from the model outputs for the 
FFT-CW program. The Baseline 
(target group) outcomes and 
projected future cost (discounted 
at 7%) are compared with the 
estimated projections for the 
respective Scenarios based on the 
NSW evaluation evidence for FFT-
CW.  The difference is the 
projected liability reduction or 
saving attributable to the 
investment in the program.



Expected return-on-investment by scenario 
(FFT-CW)
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• The estimated unit cost of delivering the FFT-CW program in NSW is $8,500 
per participant or $17,000 per family. This is the investment that we compare 
to expected savings attributable to each participant in the program.

• Under Scenario 1, FFT leads to an expected liability reduction of $14,220 for 
every child in a family referred to the program. After deducting the 
cost of delivering FFT-CW of $8,500 per person, this results in a net saving of 
$5,720 or an expected return-on-investment of 1.67. This means that under 
Scenario 1, we would expect $1.67 in savings for every $1 invested in FFT-CW.

• Under Scenario 2 the projected net savings are greater at $7,296 per 
person or an expected return-on-investment of 1.85. When considering 
the NSW Government’s investment in FFT as a whole of $17 million per 
annum, this is expected to lead to a liability reduction of between $28.4 
million and $31.5 million.

• After deducting the cost of investment over two years FFT is expected 
to lead to a net saving of between $11 million and $15 million.



Expected return-on-investment by scenario 
(FFT-CW)
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• The case studies highlight the differences in returns 

across programs. Using the mid-point expected 

return-on-investment, a $1 investment in FFT-CW 

should yield cost savings to government of $1.76. 

• We estimate that the NSW Government’s existing 

investment in FFT-CW over the next two years will 

not only cover its costs, but lead to net avoided 

costs of between $11 million and $15 million. 
1.67 1.85

0 0.5 1 1.5 2

FFT-CW
ROI

Expected ROI range (min to max)
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Wrap Up



The NSW Investment Approach aligns 
effective programs with financial benefits
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Questions ?



56

• Complete Stage 5 for existing NSW Government programs (underway)

• Link the 2022 Human Services Dataset with the latest Commonwealth data (underway)

• working alongside the Centre for Health Record Linkage and the Australian Bureau of Statistics

• Update the Forecasting Future Outcomes model with 2022 data:

• the latest data will likely allow more outcome sub-models to be calibrated and used

• Stage 4 evaluations using the Standardised Evaluation Analysis (StEvAn) (underway)

NSW Government Actuary

Next Steps



FFO Model Available Outcomes
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FFO Model Available Outcomes
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