Sva innovators
for good

Summary brief

From vision to viability: Funding
requirements for effective Early
Childhood Hubs

Overview

Evidence demonstrates that Early Childhood Hub (ECH) models play a pivotal role in supporting
children and families to thrive, especially those experiencing socioeconomic disadvantage.
Importantly, ECHs enable governments to engage with at risk families that traditionally do not access
services or supports. Over the past five years, SVA and our partners have conducted extensive
research into ECH models — their potential, current landscape, conditions for success and unmet
need. However, detailed cost analysis of the components required to operate an ECH, including
services, infrastructure and the integration glue, has remained limited.

This research addresses that gap by exploring cost structures and viable models for ECHs that meet
the needs of children, families and communities, while ensuring economic sustainability. The findings
aim to inform future funding models that enable scalable, sustainable and responsive ECHs.

SVA undertook a targeted literature review identifying best-practice features and enablers of
successful ECHs. This was followed by interviews with ten ECH providers, capturing qualitative
insights on governance, staffing, service mix, infrastructure, and funding. We then undertook financial
modelling using data from 13 ECHs to explore cost structures under various scenarios, validated with
stakeholders.

A ‘building block’ approach (see Figure 1) was developed to estimate the cost of various ECH
components. This framework enables ECH providers to generate indicative costings tailored to
specific community needs, community size, infrastructure and service requirements. It also accounts
for location-based factors such as urban, regional or rural settings and price indexation.
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Figure 1: ECH building blocks approach
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The research identified three key models of service delivery (Figure 2), and the indicative costings for
each model outlined (see Figure 3):

Figure 2: Three models of service delivery
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Figure 3: Indicative costing for an ECH that serves 100 families and has a 60 place ECEC

Indicative costing for an ECH which serves 100 families and has a 60 place ECEC

Cost category Service provision Service model

Partnered

Delivery Hybrid In-house

m Glue $0.56m $0.56m $0.56m

Early Learning $0.10m $0.10m

ECEC $1.05m

Services (ECH Maternal & Child Health $0.35m
staffing) p.a. Family Support Services $0.38m $0.38m
Community designated activities $0.29m

Allied Health & Medicine $0.14m $0.14m

Rent $0.08m $0.13m $0.56m

Infrastructure
p.a Maintenance $0.06m $0.09m $0.37m

Other p.a Other ECH operating costs $0.10m $0.10m $0.10m

Total ECH operating cost p.a. | $0.80m || $1.49m || $3.90m |

Consult rooms $0.31m $0.31m $0.31m
Meeting / community rooms $0.73m $0.73m $0.73m
Informal space $0.32m $0.32m $0.32m

Play environment $0.73m $0.73m
ECEC space $7.20m

Fixtures $0.02m $0.02m $0.02m
: $1.39m $2.13m | | $9.33m

Key research findings

Diverse funding sources: The 13 ECHs participating in this research have highly diverse
funding models. Many ECHs are primarily or partially funded through multiple government
funding streams, with other key funding sources being philanthropy, fee-for-service, and
infrastructure provision. Where funding was not available, services were often provided
through partnered delivery. Funding models and their key characteristics vary quite
significantly.

Glue funding: Dedicated and adequate glue funding is integral to effective functioning of
ECHs, but it is often unfunded or reliant on short term philanthropic grants. ECHs with funded
glue secured significantly more partnered delivery services, established and operated strong
governance structures and supported higher levels of integration. In fact, ECHs with funded
glue provided on average 22 times more dollar value in partnered delivery services than those
without (See Figure 4). Given the importance of integration, even where ECHs had no glue
funding, they still worked hard to provide some glue functions, drawing on other revenue
sources and staff time.
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Figure 4: ECH services partnered delivery value based on whether ECH has dedicated glue
funding

ECHs with funded glue $1,254,000

ECHs with unfunded glue I $56,000

e Partnered delivery: Partnered delivery is the preferred ECH model in communities where
quality services were available and accessible, rather than an ECH itself providing all services
inhouse. This unlocks the existing funding in the system, expanding reach and impact of
existing government (and non-government) services and avoiding service duplication.
Procuring and integrating services within an ECH for partnered delivery is contingent on
sufficient glue funding.

e Fragmented service funding and inadequate delivery: Service funding was particularly
fragmented, with significant variability of funding sources, and many ECHs reliant on multiple
funding sources and partnered delivery. This creates challenges for planning, integration and
sustainability. Many ECHs face challenges in offering sufficient services to meet community
needs, citing long wait lists and lack of critical services. In particular, many participating ECHs
highlighted the critical shortage of allied health supports in their communities. Although there
is a general shortage of allied health services across the country, this is particularly acute in in
areas with significant socioeconomic disadvantage.

e ECEC viability: Inclusion of ECEC did not improve financial sustainability of ECHSs; instead, it
generally increased viability risk, requiring cross-subsidisation from other revenue sources
and/or ECH staffing. This suggests that the current ECEC funding model is not fit for purpose
for long day care provision in communities experiencing socioeconomic disadvantage.
Despite these financial challenges, ECH providers continue offering ECEC due to its
developmental, educational and relational benefits. This finding underscores the urgent need
for reform of the ECEC funding model. The inadequacy of the current model means many
children who stand to benefit most are missing out on critical learning opportunities.

¢ Infrastructure challenges: Fit-for-purpose infrastructure is critical to foster integration and
meet community needs. Current funding models require infrastructure provision at minimal
cost, with most ECH providers operating rent-free, often in government owned buildings
collocated with schools. Where providers bear infrastructure, maintenance and repair costs,
the financial strain is significant given tight operating budgets. This has implications for both
current providers and the establishment of new ECHs.

e Funding model: A secure, long term, flexible funding model sufficient to meet actual costs of
ECH delivery (which includes glue, services and infrastructure) is required to ensure the
ongoing sustainability and viability of ECHs and their delivery of critical integrated services to
children and families. Our analysis shows the indicative cost to set up an ECH in metro NSW
to serve 100 families, including up to 200 children (with 60 having ECEC places) as $2.19m
including $1.39m for infrastructure costs for a partnered delivery model (with a need for
relevant loadings such as geographic, recognising the different cost profiles for rural, regional
and remote areas). This could be built around a primary school and ECEC centre as a
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gateway to increase service access, intervene early and improve child and family outcomes.
With existing funding entitlements and infrastructure, this research reinforces primary schools
as an optimal ECH site: staffing being the core additional cost for implementation. Ongoing
$0.8m per annum glue and operational funding, with relevant additional loadings as needed,
is a low-cost high impact investment in these children and families.

Key recommendations

For all recommendations, deep engagement with communities on their specific needs, priorities and
gaps in child and family supports is a critical first step to better understand and meet the needs of
children and their families. This should include strong commitment to shared decision-making, self-
determination and cultural governance, in alignment with Closing the Gap Priority Reform One’.

1. Integration: Federal, state/territory and local governments prioritise integration in all reform
opportunities to work towards a joined-up child and family system that enables seamless
provision of child and family centred services and supports to communities experiencing
significant socioeconomic disadvantage.

2. Long term funding mechanism: Federal, state and territory governments agree on and
implement a long-term, adequate funding model to support establishment and ongoing
operation of ECHs in areas with significant socioeconomic disadvantage, including adequate
glue funding, flexible funding to support priority family needs, adequate rent, ongoing
maintenance and building management costs (as relevant respectively). Prioritisation on
primary school sites is recommended (where appropriate), with existing funding entitlements
and infrastructure provision often providing a preferred setting.

3. ACCO growth and funding: Federal and state/territory governments establish a specific
funding mechanism for integrated Aboriginal and Torres Strait Islander ACCO early years
services in accordance with the SNAICC ACCO Funding Model report?, ensuring
proportionate investment based on child need, and support mechanisms to grow and sustain
the ACCO early years sector.

4. Infrastructure: Federal, state and territory government infrastructure grants, including the
Building Early Education Fund (BEEF), reflect actual ECH property development costs, and
are accompanied by funding for ongoing maintenance and building management costs where
ECHSs own buildings, or property rental and related costs where they do not.

5. Building Early Education Fund: BEEF investments include at least $1.39 million, with
additional loadings for geographical complexity, for set up of an ECH around every long day
care service established through the fund, to unlock service access, intervene early and
improve child and family outcomes.

6. ECEC funding reform: Australian Government reform the ECEC funding model to ensure
services are funded for the full operational cost of ECEC service provision (through fees,
subsidy and equity loadings) including more experienced and above ratio staffing in
communities with significant socioeconomic disadvantage.

7. Interim expansion of Community Child Care Fund (CCCF): While the ECEC funding
model is under review, the Australian Government expand the CCCF to fund the ECEC
operational gap and integration glue for ECHs. Funding for ongoing maintenance and building

" Parliament of Australia (2020). Priority Reforms. Closing the Gap. Retrieved from https://www.closingthegap.gov. au/national-agreement/priority-reforms
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management costs where ECHs own the building or property rental and related costs where
they do not, is also a critical component. SVA recommends prioritisation of existing ECHs with
no glue, or those facing sustainability risks, to unlock significant impact quickly.

8. Thriving Kids: The Australian Government embed ECHs within the Thriving Kids Program as
one key pathway for implementation to support integrated provision of supports for children
with developmental needs.

9. Further costings research: Federal, state and territory governments, philanthropy and the
sector collaborate on a next phase of larger scale research on the cost of provision of high
quality ECHs, to complement and accompany the Australian Government Early Education
Service Delivery Prices Project.

10. SROI investment: Sources of non-government funding such as philanthropic funding invests
in Cost Benefit and Social Return on Investment research to build an understanding not only
of the costs of ECH provision, but the social and economic benefits. The opportunity that
ECHs provide for early intervention should be included.

11. Strengthen articulation of the glue: ECH leaders continue to strengthen the articulation and
measurement of the glue, supporting it to become a more visible and explicit deliverable.

12. Test Building Blocks model: Organisations interested in establishing or transitioning into an
ECH work with SVA to test the Building Blocks model articulated in the report.

Conclusion

This research strengthens the evidence base on ECH costings and funding requirements to inform
the design of sustainable funding models for ECHs. It highlights the urgent need for coordinated long-
term investment that reflects the actual cost of delivering integrated, community-responsive services
in communities experiencing significant socioeconomic disadvantage. With the right investment and
policy reform, ECHs can be scaled and sustained to deliver lasting impact for children and families.

© Social Ventures Australia Limited, 2025 Page 6



Sva

Project acknowledgements

This research was a collaboration between SVA’s Impact Investing and Early Years teams.

We appreciate the generosity and expertise of the following parties who have engaged with us on
this project:

e Barnardos Australia

e The Benevolent Society

e Birrelee Multi-Functional Aboriginal Children's Service

e The Bryan Foundation

e Department for Education, Children and Young People, Tasmania
e Karitane

e Lady Gowrie QLD

e Murdoch Children’s Research Institute

e NSW Council of Social Service (NCOSS)

e Our Place

e Professor Valsamma Eapen (University of New South Wales)
e The Salvation Army Balga Corps

e SNAICC — National Voice for our Children

e Yappera Children’s Service

In addition, we are deeply grateful to the wider early years sector for sharing with us their insights
and feedback in the development of this work.

SVA would like to thank Minderoo Foundation and the Berg Family Foundation for their generous
support which enabled this research.

Legal disclosure statement

This report has been prepared by Social Ventures Australia Limited AFSL: 428 865 (ACN 100 487
572) (SVA). The information contained in this model should be considered as general information
only and does not purport to contain all the information that a recipient may desire. It does not intend
or purport to provide financial or commercial advice. SVA does not provide financial advice, and
recipients should seek their own independent financial advice. Further, statements in this report are
not intended to be tax advice and investors should consult a professional tax adviser, if necessary,
for tax advice. Statements in this report on past performance should not be treated as an indication of
future performance. To the extent permitted by law, SVA and their respective related bodies
corporate, officers, employees and advisors do not make any representation or warranty as to, or
take responsibility for the accuracy, reliability or completeness of any information in this report nor do
they give any assurance that the results, performance, valuations or achievements expressed or
implied by the forward-looking statements contained in this report will occur. Recipients are cautioned
not to place undue reliance on such information. Whilst this report has been prepared by SVA in
good faith and with due care, to the extent permitted by law, SVA and their respective related bodies
corporate, officers, advisors and employees disclaim all liability that may otherwise arise due to any
information contained in this report being inaccurate or due to information being omitted from this
document, whether by way of negligence or otherwise.
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