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3.1 COMMONWEALTH AGED CARE REFORMS 
AND COUNCIL'S FUTURE DIRECTION 

 
Author: Lisa Raywood - Manager Health and Aged Services, Community 

Programs    

    

 

EXECUTIVE SUMMARY 

The Commonwealth Government has a clear agenda to create a consistent and 
affordable national program with a suite of aged services from entry level ‘home 
support’, to more comprehensive care ‘packaged care’ and through to residential 
care. 

The key philosophies and principles that underpin the reforms are: 

 A Simplified Gateway  

 Consumer Directed Care (CDC) 

 Demand Driven System 

 Competitive Neutrality 

 Market Efficiencies 

With the introduction of the National Aged Care Reforms, since July 1 2016, the 

Commonwealth Government has assumed full responsibility for aged services. 

These reforms have forced Council to reconsider how it can best meet the needs 

of its older residents into the future.   

Council currently delivers and subsidises a range of Commonwealth Home 

Support services including: Assessment, Domestic Assistance, Personal Care, 

Respite, Delivered Meals, Social Support and Property Maintenance. 

In line with the move to a market-based aged care system in 2020, Councils will 

be required to implement full-cost reflective pricing for Home Support services to 

comply with the Commonwealth Competitive Neutrality Policy. 

Council policies highlight Council’s key role in enabling older people to actively 

participate in their communities and stay connected. 

It is proposed that Council remain in some services (particularly those with a 

social focus), and exit from those direct care services that are not sustainable (due 

to Competitive Neutrality) and where there are other suitable providers. 

To facilitate a planned and supported change process for both clients and staff it is 

proposed that current service levels continue (in line with existing funding 

arrangements) until 1 July 2020 and that transition be implemented from that date. 

The proposal also provides an opportunity for Council to better support older 

residents by realigning its resources to strengthen its Age-friendly cities work and 

address un-met needs such as transport, social isolation and information. 
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RECOMMENDATION 

That Council: 

1) Notes that Council is fully committed to making sure residents have ongoing 

access to a range of quality age care providers and services 

 

2) Notes that the Federal Government is changing the way it funds and delivers 

the Commonwealth Home Support Service Programs to increase the number 

of service providers and provide more choice and flexibility for consumers 

which limits Councils ability to continue to deliver its current level and range of 

aged services.   

 

3) Realigns Council’s role in supporting older people by strengthening its work in 

being an Age-friendly city by adequately resourcing the current and emerging 

un-met needs of older people such as,  

 community transport 

 information and service navigation and; 

 social isolation and loneliness 

4) Continues being a provider of Commonwealth funded Social Programs (ie 

Social Support Groups, Carers Support & Social Support Individual), Property 

Maintenance and Delivered Meals programs subject to further review work and 

the trial of options to optimise the sustainability of the service models in a 

competitive market model. 

 

5) From 1 July 2020 commence transitioning out of Commonwealth Home 

Support Services (ie Domestic Assistance, Personal Care and Respite) where 

the market is well developed, with quality providers readily available and 

initiates a transition plan that: 

i) ensures existing clients are supported and there is a seamless transfer 

of service to the Federal Government’s new providers 

ii) assists all staff impacted by the new arrangements and supports the 

implementation of their full entitlements under enterprise agreement  

 

6) Continues to deliver Regional Assessment Services (RAS) until such point that 

the Commonwealth and State Governments determine the future operating 

and funding model and then review Council’s role. 

 

7) Monitors the impacts of the changes in aged care for the community and 

Council, and vigorously advocate to the State and Federal to address any 

emerging issues. 
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COUNCIL PLAN 

This report is in line with Banyule’s Council Plan key direction to “Support and 
promote health and wellbeing”. 

BACKGROUNDThe National Aged Care Reforms arise from a 2011 Productivity 
Commission Report: Caring for Older Australians.   

The Commonwealth Government has a clear agenda to create a consistent and 
affordable national program with a suite of aged services from entry level ‘home 
support’, to more comprehensive care ‘packaged care’ and through to residential 
care. 

The key philosophies and principles that underpin the reforms are: 

 A Simplified Gateway  

 Consumer Directed Care (CDC) 

 Demand Driven System 

 Competitive Neutrality 

 Market Efficiencies 
 
For more than 30 years Victorian Local Governments (in partnership with the State) 
have been supporting older people to live independently through the provision of 
Home and Community Care (HACC) services.  Under this system Local Government 
and the State Government worked in close partnership with Councils subsidising the 
services financially by approximately 40%. 
 
From 1 July 2016, the Commonwealth Government assumed full funding, policy and 
operational responsibility services for older people in Victoria as part of the 
Commonwealth Home Support Program (CHSP).   
 
The services provided by Council under the CHSP (and previously HACC) include: 

 Domestic Assistance –  the provision of house cleaning 

 Personal Care – the provision of showering, dressing and other personal 
needs assistance 

 Respite – care and support to enable the primary carer to have a break 

 Social Support – group shopping and centre based group activities 

 Delivered Meals – meals on wheels along with welfare checks 

 Property Maintenance – the provision of building modifications and gardening 
to ensure safe access to the property 

 
With the National Aged Care Reforms being rolled out and the aged services 
landscape changing, officers have undertaken extensive work to understand the 
impacts and explore Council’s future role in Aged Care under the new operating 
environment. 
 
The consideration of strategic options have been developed and examined 
extensively for analysis through a Northern Metro Region Aged Care Reform Project.    
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Options considered included: 
 

1. Retain service delivery – under the Aged Care System business as usual 
for Council is not an option.  There will be more providers in the market so 
Council’s market share is likely to be significantly lower, and some services 
will require systems investment to support the new model.  This option also 
limits investment in other ageing programs/needs. 
 

2. Retain and optimise service delivery – local government operating 
models and cost structures need to be optimised.  There was also the 
potential to consider sub-contracting operating models which were seen as 
not beneficial. 
 

3. Establish a new business entity – a very high cost option (either alone or 
with other Councils) with no certainty around viability or capacity to compete 
in the new market. 
 

4. Discontinue service delivery – cease or wind down CHSP operations and 
potentially reinvest in other ageing programs. 

 
Council has a current agreement in place with the Commonwealth Government for 
CHSP services until 30 June 2020. 
 
After careful consideration the proposed direction of this report is a blend of option’s 
2 and 4, that Council continue delivering some services through optimised models 
and exits from some others services it currently provides when the current agreement 
expires on 30 June 2020. 
 
The proposed way forward has been developed after considering the relative 
strengths and weaknesses of each individual service type, financial analysis, market 
assessment and analysis, feedback received from both clients and staff impacted by 
any proposed change to service, liaison with the Commonwealth Government and 
consideration of legal ramifications for Council.   
 
The recommendation addresses the ‘Competitive Neutrality’ requirements and also 
considers the most beneficial outcomes for Council, clients, staff and the community.  
 

LEGAL CONSIDERATION  

The key principle of Competitive Neutrality policy is to ensure that significant 
business activities of government entities do not enjoy any net competitive 
advantages simply as a result of their public ownership.  
 
Under the new funding model, it is almost certain that most CHSP services provided 
by Council would be ‘caught’ by National Competition Policy and therefore Council 
would be prohibited from subsidising services in an active aged care market in the 
future. 
 
There are limited practical ways in which the underlying cost structures for Domestic 
Assistance, Personal Care and Respite can be adjusted without significant 
investment and therefore Council will be vulnerable to a complaint under this 
legislation. 
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Should Council choose not to comply with the competitive neutrality principles and 
fail to implement full reflective costing, as required by the National Competition 
policy, it would be in breach of the requirements and risks a complaint to the 
Commissioner. 
 
To address this, Council has the option of implementing full reflective pricing by 
charging clients a higher fee to cover the higher cost base or where possible, reduce 
the service costs by optimising the service. 
 

HUMAN RIGHTS CHARTER  

In developing this report to Council, the subject matter has been considered in 
accordance with the requirements of the Victorian Charter of Human Rights and 
Responsibilities. 
 
It is considered that the subject matter does not conflict with any human rights issues 
but supports the principles in the Charter.   
 
Consumer Directed Care has a strong human rights and philosophical basis.  The 
market driven system being implemented by the Commonwealth provides for better 
access to a variety of providers with a broader and more flexible range of services. 
 
This report also supports the continuation of Council provided services, particularly for 
more vulnerable members of the community, where other providers may not be 
available. 

ADVOCACY 

Throughout the rollout of the National Aged Care Reforms, Banyule Council has 
worked in partnership with the Municipal Association of Victoria (MAV) and the 
Northern Metropolitan Council Group to advocate to both the State and 
Commonwealth Governments to ensure the new model continues to retain the 
benefits of the Victorian HACC model and provides overall better outcomes for older 
people and the community. 
 

CURRENT SITUATION 

Banyule Council’s most significant investment in supporting older people is currently 
focused on services provided under the Commonwealth Home Support Program.  In 
addition to these direct services, Banyule provides a broad range of other services 
and programs across Council that are specifically aimed to support older people, they 
include Regional Assessment services, support and facilitation for Seniors Clubs 
including the provision of facilities and grant programs, Seniors Festival activities and 
events and the Older Adult Recreation Programs.  
 
Regional Assessment 
Access to all services is now via the My Aged Care gateway with referrals being 
forwarded to assessment officers (who are now part of the Northern Region 
Assessment Service).   
 
Service types, service levels and service guidelines are being determined by the 
Commonwealth as part of the transition to creating a national aged care system. 
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The Commonwealth are yet to finalise the future operating model for the My Aged 
Care Regional Assessment Service.  Therefore it would be premature to make any 
decision on this service until further information is available.   
 
Commonwealth Home Support Program 
Under the CHSP agreement in place until 30 June 2020, Council is currently the 
main provider of home support services (Domestic Assistance, Personal Care, 
Property Maintenance, Delivered Meals and Social Support) within Banyule and 
provides services to 7.5% of the older population (over 60 years of age) within the 
Banyule area.   
 
With the Aged Care Reforms being rolled out, Council is observing an increase of 
new and existing providers expanding into this market.   
 

FINANCIAL IMPLICATIONS 

Council is currently subsidising CHSP services by approximately $4.6M per annum.   
 
The average unit cost of delivering one hour of service for Victorian local government 
is somewhere between $65.00 and $85.00 which is well above the level of grant 
funding and client contribution.  This effectively results in a ratepayer subsidy for 
each hour of service delivered of $20 to $35 per hour, something that cannot be 
continued under the regime. 
 
It is clear that many alternative providers are able to provide quality CHSP services 
on a viable basis within the income from CHSP Grants and Client Contributions. 
 
In line with the key directions of the National Reforms, existing block funding 
arrangements are being replaced with a competitive market model involving fee for 
service, competitive tendering and full cost reflective pricing. 
 
As a result there is uncertainty of future funding levels for Council (for Home Support 
Services) due to increased competition for CHSP funding.  
 
These changes will reduce Council’s market share of CHSP services and also the 
level of financial resources required to co-fund any services. This will provide Council 
with an opportunity to redirect Council resources to where they are most needed. 
 

CONSULTATION 

Consultation has been undertaken with clients/community, staff and unions in relation 
to Council’s future role in supporting older people and the implementation of the new 
Commonwealth system.  
 
Key themes from the various surveys, workshops, meetings and forums that have 
been held is provided below: 
 
Community: 

 Transport, social isolation, loneliness, service navigation and provision of 
information are key issues and concerns for older people in Banyule at this 
time. 
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 An expectation for Council to continue to provide CHSP services. 

 Acknowledgement that it would be difficult for Council to continue to be a 
provider of some CHSP services. 

 
Past Clients: (those moved to new providers) 

 Reported high levels of satisfaction with their new provider and indicated that 
they felt supported during their transition process 

 Differences between providers: 
Council – more reliable, same workers and easier to use 
Other Providers – less restrictions, more flexibility, more services provided 

 
Current Clients: 

 68% did not know about the National Aged Care Reforms 

 Quality of care and the cost of service were the most important factors in 
choosing a provider 

 If Council was not a provider in the future, the biggest concerns were quality, 
cost and change in staff 

Staff: 

 Most stated a desire to continue to work for Council, however they 
understood that service delivery will need to change 

 Expressed frustration about time being taken for the Commonwealth to make 
a clear decision  

 Staff’s highest expectation during this transition phase is to be kept informed 

 Wanted sufficient time for adequate support and career planning once a 
decision on the future service provision is made 

 Raised concern for clients under future arrangements  
Australian Services Union: 

 Council should postpone any decision decisions regarding CHSP services 
until after both the Federal Election and the Aged Care Royal Commission  

 The Victorian Labour Government is trying to influence the National 
Competition Policy so it is not applied to Aged Care Services 

 Council should remain in service whilst block funding is available. 
 

DISCUSSION 

The Commonwealth Government has indicated that it is solely responsible for the 
funding and delivery of aged services through a consistent and integrated national 
program.  In a financially constrained operating environment there is a strong 
argument that Council should not actively be seeking to take on responsibility for 
services and outcomes that they are ultimately not responsible for. 
 
The new system is designed to give clients more choice with an increasing range of 
service providers, many of whom can offer more flexibility and a broader range of 
services from entry level to high needs. It is in Council’s long-term interest to 
increase the capacity of alternative service providers to operate efficiently and 
effectively as part of a healthier provider market place. 
 
Research and current experience shows that there is already an established market 
of quality providers ready to deliver the core CHSP services of Domestic Assistance, 
Personal Care and Respite to clients within Banyule.  As at February 2018, there 
were at least twenty five (25) other providers being funded by the Commonwealth for 
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Home Support Services.  Council is also aware that there are more providers 
preparing to apply for CHSP funding in Banyule as it becomes available.    
 
CHSP Funding 
Council’s current funding for Home Support Services is due to end on 30 June 2020.  
Until this date Council has a responsibility to ensure the community is fully supported 
with the level of services (allocated to Council) specified in the current funding 
agreement.  
 
Future direction for Council’s role in CHSP Services:  
 
Property Maintenance 
Property maintenance is a highly valued and trusted service and there is also 
concern that the existing market may not be agile enough to address client needs 
such as very small jobs. 
   
An analysis of the financial subsidisation levels indicate there is an opportunity to 
optimise the service to address its sustainability and the competitive neutrality 
requirements. 
 
Delivered Meals 
Council has a significant investment in Community Chef (the current meal supplier) 
and other providers are not currently addressing the socialisation and welfare checks 
which are part of this service.  
 
There is an opportunity to reorientate the service delivery model to further improve 
social connection and overall efficiencies.  
 
Social Support Programs 
There is limited market readiness and a high dependency on suitable venues for this 
service. This service plays a key role in connecting communities and provides 
participants with a sense of place.  This role and function will be particularly important 
during the next 3 to 5 years as the reform and transitions take effect. 
 
By retaining a presence in this service type it provides Council with the opportunity to 
optimise a much needed quality services. 
 
Domestic Assistance, Respite Care and Personal Care  
Council can have confidence that there is are active suitable, alternative market 
providers for these services.   Financial analysis and modelling indicates that there 
are limited options for reducing the overall costs and addressing the competitive 
neutrality requirements.   
 
Other providers are already now delivering the full suite of CHSP service (currently 
being provided by Council) to clients in Banyule. Regardless of whether Council is a 
future provider of CHSP services, the Commonwealth will continue to fund existing 
services levels and types within the municipality.  
 
Council needs to consider transitioning out of this service provision once it current 
agreement expires.  
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Workforce Matters 
Impacts on the current home support workforce of 118 employees (74 EFT) must be 
considered.  The impact of uncertainty and ambiguity on program sustainability is 
significant.  Organisational morale has been impacted and staff have expressed a 
desire for more certainty and clarity on Council’s position.  
 
Where any jobs are impacted by these reforms and Council’s future direction 
recommended in this report, approximately 81 staff (43 EFT) are currently employed 
in Banyule’s Home Support services of Domestic Assistance, Personal Care and 
Respite) staff will need to be supported with their full entitlements under the 
enterprise agreement.   
 
Council will continue to work in partnership with staff and the Australian Service 
Union during the planning and execution of the transition plan. 
 
Transition 
Both clients and staff have voiced the importance of a supported transition process. If 
Council was to no longer be a service provider under the Aged Care Reforms.   
 
Council’s experience with the introduction of the National Disability Insurance 
Scheme (NDIS) in 2016, demonstrated that good planning, resourcing and the right 
transition time was essential for supporting clients in their move to new providers.   
 
The recommendations of this report provides for a fifteen (15) month period of 
stability to adequately plan the transition needs. 
 
The resources and timelines for the transition implementation post 1 July 2020 will be 
informed by this work.  
 
New Council Priorities and Service Gaps  
The Banyule Older Adults Strategy (2017-2021) and Age-friendly Cities work clearly 
articulates Council’s key role in supporting older people.  Priority areas and existing 
service gaps have been identified through community consultation including areas 
such as transport, social isolation, loneliness, information and service navigation.   
 
With the Aged Care reforms and the changing the landscape for service delivery, 
Council now has an opportunity to realign its work and resources to ensure they are 
being directed to where they are most needed. 
 

TIMELINES 

Since the move to the Commonwealth in 2016, there has been uncertainty in relation 
to the future provision of Banyule Council Home Support service.   
 
Any decision (in relation to the future of Aged Services) needs to allow adequate time 
to negotiate any changes with the Commonwealth and provide for effective 
transitional support for the both clients and staff.  
 
Council is currently committed to the continuation of existing service provision until 
30 June 2020.   
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A new service agreement will need to be established with the Commonwealth for 
CPSP services to be delivered from 1 July 2020.  This new agreement will enable 
Council to negotiate and accommodate the service levels and the needs of the 
community in line with Councils strategic direction.  
 
 
OFFICER DECLARATION OF CONFLICT OF INTEREST 

Section 80C of the Local Government Act 1989 (Act) requires members of Council 
staff, and persons engaged under contract to provide advice to Council, to disclose 
any direct or indirect interest in a matter to which the advice relates. 
 
Council officers involved in the preparation of this report have no conflict of interest in 
this matter. 
 

CONCLUSION 

The National Aged Care reforms have forced Council to reconsider how it can best 
meet the needs of older residents in Banyule. 
 
Extensive work has been undertaken to inform Council’s future role.  It has been 
found that it is neither viable nor feasible to deliver some Commonwealth services 
due to the planned cessation of guaranteed block funding from the Commonwealth 
Government, the ongoing requirement for substantial subsidisation from Council, 
growing availability of alternative providers in the market and the requirements of 
National Competition Policy (NCP). 
 
The findings indicate that; 

 The reforms provide Council with an opportunity to build on Council’s Age-
friendly cities work and to address existing needs and gaps such as 
loneliness, information and transport is a priority  
 

 Staying in some Commonwealth Home Support services and exiting from 
others provides the best overall outcome for the community. 

 
 
   

ATTACHMENTS 

Nil     


