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Slide 1:
Hello, and welcome to the Human Services Costing & Pricing Resource Package.
This is Training Video number 1, Introduction, and my name is David Gilchrist.

Slide 2:
In this video, we're going to briefly introduce ourselves, let you know who's put together these resources.
We'll talk about the project context itself, as well as the principles that have guided us in what we've done and what we've produced.
Importantly, we'll talk about the project outputs, which are critical tools and resources designed to support you in building your financial sustainability capacity.
We'll talk about these Training Videos a little bit, and also talk about navigating those videos for best effect for your organisation.
Finally, we'll finish the video by talking about just a couple of points that we think are really important for organisations to take forward in the context of costing and pricing and in the context of financial sustainability.
What can costing and pricing do?
What can't it do?

Slide 3:
Let's just move on then quickly to who we are.
This project has been executed by the UWA Centre for Public Value and the Centre for Social Impact at UWA.
Both organisations have a long history of working together, as well as a long history of working with not-for-profit and charitable human services organisations at individual organisation level and at sector level, with governments, as well as with philanthropists.
To that extent, our work is very practically orientated and while we take the best possible research and best possible information to put into our projects, we are very concerned to ensure that what comes out the other end is going to be of most use to the sector, to governments and philanthropists.
To that extent, in relation to this particular project, both organisations have very significant and practical backgrounds in undertaking similar projects nationally and sub-nationally.
We've looked at costing and pricing exhaustively, we've looked at indexation, and we've also got a long history and experience in creating tools that support organisations to build their financial sustainability.
To that extent, the Costing and Pricing for Human Services Framework and the Costing and Pricing Modelling Handbook are built on that experience and capacity and we think will be very good tools for your organisations to consume in the context of building that financial sustainability capacity.

Slide 4:
Let's have a look at the project context then.
Very importantly, this project has been funded by the ACT government, who is taking its responsibility for sustainability in this sector very, very seriously.
But that challenge to sustainability is ever increasing, as I'm sure most people listening to this video would be well aware of.
At the end of the day, sustainability challenges are increasing at a systemic and organisational level.
So the whole sector is under pressure.
Individual organisations are under pressure.
That challenge to sustainability is not new, though.
Historical underfunding across all governments and at all times, has meant that organisations have been underinvested in.
It's meant that people have built up myths around what costing and pricing is, but also what kind of funding should be applied and how it should be applied.
These myths occur both in the sector and also from funders' perspective, both governments and philanthropists.
To that extent, we think that the first step in rectifying this issue, this issue of financial sustainability challenges to this sector, is actually to properly cost the delivery of services.
If we properly cost the delivery of services, then we will find that we understand the comprehensive cost of service delivery, which means that we're able to perceive more effectively the gap between what funding is provided and what it actually costs to do the things that the community needs the sector to do.
To that extent then, this requires an understanding of costing processes and what constitutes the quality, quantity, and timing requirements of sustainability.
In other words, our perspective on sustainability is not just that organisations are still here next year, but that organisations are able to continue to provide the appropriate quantity of services and supports at the appropriate quality and in the appropriate timing.
If the sector, the system, or individual organisations can no longer provide the quantity, quality, and timing of services that are required by the community, then we believe sustainability is under threat.
To that extent, we're also responding to the SPRC report of 2021, Counting the Costs: Sustainable funding for the ACT community services sector and taking into consideration the ACT Government Response in 2023.

Slide 5:
So what about the project principles then that we've undertaken in order to ensure that the outputs that are provided are going to be of most use to the sector from an ongoing sustainability perspective?
The first principle we think is a really important but universal one, that is that governments, philanthropists, and human services providers all want a sustainable human services sector.
They all want to see the right number of services at the right quality and the right timing delivered to those people and communities that need it.
To that extent, governments and philanthropists, as well as the human services providers, want public funds to be efficiently and effectively used in the interest of the entire community.
Wasting money or being inefficient is no good for anyone.
And we've taken the view in developing this program of materials that at the end of the day, everyone feels the same way in the context of this process.
We also believe that the tools need to be fit for purpose.
They need to be developed and utilisable by the sector, by governments, and by philanthropists.
And to that extent, we think we've achieved an outcome that is going to meet this particular principle.
We also see that collaboration between governments, human service providers, and philanthropists is a critical element in ensuring the long-term sustainability of human services delivery.
In order for organisations to be sustainable in the context of the definition that we've provided, that is, to continue to be able to deliver the quantity, quality, and timing of services, we think that achievement relies on sound and real collaboration between governments, human service providers and philanthropists.
The final principle that we think is important to enumerate here is that the resources themselves are being provided in order to provide a common language between funders and fundees as well.
Common understanding is absolutely critical, but speaking the same language is also a really critical aspect of this project and a driving force of this particular project.
To that extent, what have we actually produced that we think can be useful for the sector?
What are the tools or the resources that you can apply?	

Slide 6:
First and foremost is the Costing and Pricing Human Services Framework.
I'll talk to this a little bit more in a second, but at the end of the day, this is really setting out the principles of costing and pricing and some of the key things that people should be thinking about in the context of applying costing and pricing practices in your organisation.
The other element that we think is important is the Service Provider Costing & Pricing Model.
This is a Microsoft Excel spreadsheet tool that is being developed to help organisations to be able to cost all of their services.
So this is what we might call an organisation costing model.
The other model we've developed is what we call the Single Product Costing & Pricing Model, which again is an MS Excel spreadsheet tool, but it's designed to cost a particular program.
So in terms of the first model, item number 2 on this slide, we are looking at providing a tool to allow organisations to cost all of their operations for budgeting purposes.
In terms of the second model, so item number 3 on this slide, we are providing a tool that allows organisations to make decisions about whether or not they accept specific programs or expanding programs, what the financial implications of that are going to be for their organisation and whether, for instance, they should accept a contract or not in that regard.
We're also providing these four training videos, which I'll talk to a little bit more deeply in a moment, as well as a training video for government.
So trying to position costing and pricing from a government procurement perspective to support government agents in terms of their roles in buying services from the sector and ensuring the sustainability of the organisations that are providing those services in order that those services are able to be provided reliably in the short, medium, and longer term.

Slide 7:
Let's have a look at these training videos then to start off with.
In terms of Video 1 Introduction, that's this video and we're going through that now.
Video 2 looks at costing and pricing governance.
What organisations, their boards, CEOs, and other senior staff should think about in the context of costing and pricing and controlling that process for best outcomes for their organisation.
Video 3 talks about costing and pricing principles.
Remember these videos are not designed to provide you with in-depth training.
The resources actually provide that information.
These videos are designed really, I guess, as a bit of a taster and also to be able to guide you through the key elements.
They're not designed as a thorough training process.
So you need to think about these videos and how you might apply them, but also think about all of the other materials that are being provided and make sure you go through them solidly to get a good understanding of costing and pricing as it applies to your organisation.
Video 4 goes through and briefly discusses the Microsoft Excel costing models themselves.
Again, just a brief introduction, not necessarily going through the full elements of what needs to be undertaken to use those Excel costing models effectively.
Video 5 then is the costing and government procurement training video.
So a video that's focused on those people in government that are undertaking procurement, making budgets, perhaps liaising with not-for-profit organisations that they fund in order to build understanding capacity and particularly to build financial literacy within those organisations.
Importantly, these resources are educational resources only.
They're intended to provide you with an overview rather than necessarily with a full appreciation of costing and pricing.
It's not a full course.
It's really just an introduction.
Importantly, these videos, as well as all of the resources, are aiming to lift financial literacy within organisations, within government, and within philanthropists, to build on that sustainability of those organisations in the short, medium, and longer term, to ultimately ensure that those people in the community get their services and supports that they need to be able to live their lives.
So this is a really important consideration, I think, that the training videos and the resources themselves are all pulled together to try and increase financial literacy, increase mutual understanding between all of the players in this sector and that affect this sector, and to be able to raise the bar in terms of capacity for costing and pricing going forward.

Slide 8:
So navigating the videos is something worth thinking about as well.
It's important, I think, to start at the very beginning and watch the videos in order.
So they've been numbered because we think watching those videos in order would help greatly.
However, having said that, we think that it's important to read the Framework document prior to watching videos 3 and 4.
We think you'll get more out of videos 3 and 4 if you've read that Framework document.
We also want to let you know that in terms of those videos, we have used some tabs to be able to guide you as you go through the video to reference back to the Framework in the case of this first example, so reference to Framework page 20 would be a tab with FW20 in it at the top right-hand corner of the slide.
Reference to Handbook page 20 similarly has a HB20 tab at the top right-hand corner of the slides as you go through.
The idea here is of course to help you navigate the written materials and to link the videos to those written materials and they might also constitute a point where you could put the video on hold while you consult the Framework or the Handbook, and then come back to this video and continue on with listening to what the narrative has to say about the particular issues.
To that extent, navigating the videos and joining the videos commentary up with the written Framework and Handbook, we think is a really important context.

Slide 9:
To that extent, let's have a look at these key elements a little bit more deeply, starting off with the Costing and Pricing for Human Services Framework.
The Costing and Pricing for Human Services Framework is available on the ACT Government's website, and that has been made available.
At the end of the day, the Costing and Pricing for Human Services Framework is designed to set out the general principles relating to the idea of costing and pricing for human services and to increase the mutual understanding of the glossary or the materials, the definitions and other words that are applied in this particular area, and also to make sure that there's a mutual understanding about the process of costing and pricing itself and what it involves.
To that extent, in terms of the Costing and Pricing for Human Services Framework, we have an element called Using the Framework, what we think is an important element to help guide people to use this resource more effectively.
Importantly, we've established a glossary, which starts at Framework page 10, but is a glossary that's used across all of the elements.
And we think this glossary is important for making sure that everyone's on the same page in terms of the definitions and meanings that we think are important for the idea of costing and pricing in this particular sector.
We've also established a set of questions that boards should ask, and we think these questions are really important.
It's not necessary that the boards ask them themselves.
It could be questions CEOs ask themselves.
It could be questions staff or others ask themselves.
It could also be questions that government personnel ask themselves as they go through the process of evaluating tenders or other documents that are supporting funding applications to them.
To the extent that questions boards should ask provided, there's an example here of Framework page 26, which you could have a look at to see what kinds of questions relate to the preceding discussion that have been applied in the Framework up to that point.
Those questions are designed to give people on boards and others a bit of an idea of what they should be thinking about, perhaps what concerns them, but they're not comprehensive and they're not exhaustive.
There could well be other questions, and indeed those other questions could be more important.
So you need to think about not just the questions the board should ask that are being provided in the Framework, but also to think about the kinds of questions that are relevant to your organisation.
The final element that we think is important to raise at this point in relation to the Framework is the appendix, which starts at Framework page 46.
The appendix sets out the Australian Charities and Not-for-Profits Commission National Standard Chart of Accounts and then makes suggestions about what kinds of costs and what kinds of costing processes could be applied to those costs in a fairly exhaustive mode across the National Standard Chart of Accounts.
So we think the glossary is really important because we think it will introduce uniform lexicon, a uniform set of definitions that everyone can sign up to and everyone can understand.
We think the appendix is really important because it gives such a good listing, an idea of how to cost and price those particular costs and what kind of element or cost types they might be.
So we advise you to read through the Framework in its entirety.
We think that's a really good exercise for you, for your boards, for others that might have an interest in costing and pricing in your organisation.
But particularly, we think the glossary and the appendix are two resources that people should come back to iteratively, so regularly, to make sure that they, a) understand the definitions and apply the right definitions so that everyone's talking the same language, and b) so that the appendix is used to drive and suggest or support the way you might apply costing in your organisation.

Slide 10:
The other resource that we think is really important is the Costing and Pricing Modelling Handbook.
The Costing and Pricing Modelling Handbook has a number of similar elements to that of the Framework.
So it has a Using the Handbook section starting at HB5, as you can see here.
It also describes the minimum IT specifications for the Excel models themselves.
And remember, the Costing and Pricing Modelling Handbook is designed to support the implementation of the two Excel models, and to that extent sets out how the models should be filled in, where the numbers should go, what you should do, almost step-by-step basis, so that each element in the models are actually described and completed in a step-by-step fashion in the Modelling Handbook.
The other item that's also reflected here is the glossary, which is exactly the same glossary as in the Framework, and that starts at Handbook page 6.
But of course, it's really important that it's the same glossary as the Framework, because we're using the same definitions across the whole project and hopefully across the whole sector.
The Handbook also sets out costing and pricing principles starting at page 18, and it describes some elements of navigating the models at page 24.
Importantly, after navigating the models, the Modelling Handbook sets out step-by-step how to complete the models so that you can use them to best effect for your organisation.

Slide 11:
Okay, so just some principles.
I said I would finish this video by making some principle comments that we think are really important for people to think about as they launch their costing and pricing processes within their organisation.
I guess the objectives first and foremost for this particular project and the purpose of the tools is to assist organisations to achieve these particular objectives.
But the first objective is to ensure or build financial literacy of funders and fundees, so of governments, philanthropists, as well as not-for-profit organisations that are involved in human services delivery.
We think, effectively costing and pricing will support the organisation very significantly in terms of decision-making capacity.
Do you want to take on that new program?
Do you want to accept additional government funding for additional services to be provided?
Are your programs delivering sufficient financial capacity to your organisation to ensure your financial sustainability, not only in the short term, but in the medium term and longer terms?
Do you have and will you increase mutual understanding between funders and fundees in terms of how costing and pricing works, in terms of the language used and so on?
Our objective is to increase financial sustainability then in the short, medium and longer terms, as well as increase policy response capacity.
From government's perspective, it's important not only that the sector is able to deliver what it's contracted to deliver today, but the sector's also able to meet policy and regulatory changes into the future and to be able to scale those changes.
And so to that extent, our objectives in costing and pricing are to try and increase our understanding of the gap between that policy response capacity extent today and what needs to be done to improve that capacity into the future.
And then finally, and these objectives are not the sole objectives, but they are critical objectives, we think, for this project.
It's important to increase efficiency and effectiveness of human services delivery.
Understanding the cost and the price is a really critical aspect to achieving that efficiency and effectiveness.
Remembering that efficiency is not the same as cheap.
Cheap doesn't necessarily result in the outcome that is being purchased.
We might also then consider what the tools actually can't do.
And it's important to appreciate the limitations of these tools to ensure that your expectations aren't built up and to also understand what the risks and so on might be in relation to costing and pricing.
And we'll deal with these a little bit more deeply in subsequent videos.
They're also dealt with very well in the Framework text.
So do have a look at that Framework text.
But specifically, what the tools cannot do.
Well, first and foremost, the tools cannot undertake the costing and pricing for you.
You need to understand costing and pricing.
You need to be able to use the tools that have been provided.
The tools can't determine whether or not an offered price from a funder is an appropriate price from a financial sustainability perspective in the short, medium or longer terms.
The tools can also not help you to forecast what economic and or policy conditions might lie ahead.
Governments don't know that either.
At the end of the day, we're all looking forward and there's always a risk when we're looking forward and we need to think about that very, very deeply.
The final point there is an important point for governments and philanthropists, and that is that the tools can't inform funder budgets at the macro level.
In other words, they can't inform the budgets at the very top level, but they can inform funders, so governments and philanthropists, as to the costs and what the nature of those costs are relating to specific services.
So they can't actually inform the whole budget, but they can inform what kind of cost organisations are incurring in terms of their operations.

Slide 12:
Thank you very much.
We are very happy to receive queries and comments via email, and we're also happy to provide our resources and our reports via our websites, all of which are provided on this slide.
Thank you again and we look forward to seeing you in the next video.
Talk to you soon.
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