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The following submission to the Royal Commission into Aged Care is made on behalf of the 

Loddon Mallee Group of Councils (LMGCs) which is comprised of the following: 

 City of Greater Bendigo  

 Buloke Shire Council  

 Campaspe Shire Council  

 Central Goldfields Shire Council  

 Gannawarra Shire Council  

 Loddon Shire Council  

 Macedon Ranges Shire Council  

 Mildura Rural City Council  

 Mount Alexander Shire Council  

 Swan Hill Rural City Council  
 
 

Key Points: 
 

 The Loddon Mallee Group of Councils (LMGC) has invested significantly to 
understand the impact of reform on our capacity to deliver home support services 
(aged care and disability). 

 The LMGC hold significant concerns for our communities’ access to affordable and 
high quality home support services in the current and emerging reform 
environment. 

 The reforms place an unfair and unequitable burden on regional and rural councils.  
 Strategies are required to proactively avoid and respond to thin markets. 

Government should use its market influence and pricing mechanisms to ensure 
that affordable and high quality home support services are delivered to regional 
and rural areas. 

 The rurality index (Modified Monash Model, ARIA Model and others) used by NDIA 
and CHSP do not reflect Victorian conditions.  

 Financial assistance should be provided to ease the burden of structural 
adjustments, particularly for small to medium Councils where ongoing viability and 
cost to council require transition out of service delivery arrangements.  

 Continued uncertainty is negatively impacting on current provision of quality home 
care with increasing pressure on workforce, reduced investment in innovation and 
lack of financial sustainability for regional and rural services. 

 The impact of local government’s withdrawal as a home support provider does not 
appear to be a primary consideration for either the Commonwealth government or 
National Disability Insurance Agency. 

 The LMGCs are together advocating for appropriate policy and funding 
mechanisms to ensure quality service delivery in our region and for services to our 
most vulnerable community members to be fair and equitable. 
 

 

  

CW.2 ATTACHMENT 
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Introduction 

 

This submission responds to the following matters in the Royal Commission’s Terms of 

Reference: 

c) The future challenges and opportunities for delivering accessible, affordable and high 

quality aged care services in Australia, including: 

(i) in the context of changing demographics and preferences, in particular people’s 

desire to remain living at home as they age; and 

(ii) In remote, rural and regional Australia. 

 

1. The impact of reform on Victorian local government providers of accessible, 

affordable and high quality home support services 

Since the early 1980’s Victorian Councils have extensively invested in and provided home 

support services that have enabled disabled and aging community members to remain living 

at home as long as possible. The investment and organisational commitment to aged care 

and disability support services has become emblematic of the relationship between local 

government and its community. Investment in the former HACC service was a means of 

expressing a strong commitment to the most vulnerable members of the community; 

including older people, people with a disability or mental illness and people at risk of 

homelessness. 

The current reform in the aged care and disability support sector reflects a comprehensive 
restructuring of the entire industry on a national scale. This will be intentionally disruptive to 
existing models and mechanisms of service delivery, and the role that local government 
plays in the delivery of home support services will need to be assessed. Local government 
withdrawal as a home support provider (and funder) does not appear to be a primary 
consideration for either the Commonwealth government or National Disability Insurance 
Agency. 

There are a significant number of concepts that have implications for all Victorian local 

councils providing home support service, including: 

 Competition policy 

 

There is a renewed interest in ‘competition policy’ as a driver of national productivity. 
It is likely that future government policy decisions will be based on market and 
competition principles meaning that the local government direct service role will face 
greater market exposure. Given the inherent cost structures and lack of competitive 
economies of scale it is difficult to see how councils can exist as a viable home 
support service provider across most program areas. 
 

 Competitive neutrality 

Local government must remove any inherent advantage gained through its public 

ownership, which may expose its relatively high cost structures and lack of 

economies of scale. 

 Monopoly market 
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The previous protected market conditions under the Home and Community Care 

(HACC) program system will be completely dismantled to facilitate open competition 

and improved efficiency. 

 Market efficiencies 

 

In most program areas the Commonwealth government is seeking to apply market 

economic principles to reduce costs of delivery, including reducing transaction costs 

through having fewer contracts and entering into those with larger organisations 

operating across vast geographic areas. The Commonwealth appear have an interest 

in moving towards larger contracts with a smaller number of large organisations and 

there is a medium-level of risk that it may not have an interest in maintaining 

individual agreements with Victorian councils after June 2022. 

 

 Consumer demand driven market 

Block-funded commissioned services may be progressively removed, however 

continued provision of accessible, affordable and high quality aged care services will 

require block funding to be retained in some areas to ensure viable and sustainable 

service provision. The application of the Monash Model to allocate funding will not 

support Victorian providers. 

 Competition 

 

CDC will mean that local government will need to compete with organisations with 

lower cost structures, broader integrated service offerings and economies of scale. 
To comply with Competitive Neutrality Principles councils have the option of adopting 

full cost recovery for services, corporatisation or commercialisation. Most councils do 

not deem any of these as practical within the current environment.  

 Competitive neutrality 

Given that councils may be required to restructure their operations to remove 

inherent operational subsidies, it is difficult to see how their operations could be 

viable and sustainable. There are, however, public interest test provisions that if met 

would allow local government to operate in a competitive market with subsidies in 

place. 

 Assessment 

Under the previous integrated HACC model the assessment function was a holistic 

review of the person in the context of their community and acted as the ‘tap’ that 

controlled service access, demand and supply. This integrated approach is being 

dismantled with a complete separation of functions and narrower focus on service 

intake. 

Critical participation factors  

There are a range of factors that will be critical in determining if local government will be able 
to invest and participate in home support service provision. These include: 

 Mandate to Operate 

It is understood that the Commonwealth will increasingly shift to demand-led and 

consumer-driven funding models using the most efficient providers possible. This 
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could mean that local councils might not have a mandate to operate. If a mandate is 

granted, it would likely be under a ‘competitive provider’ model, which would bring 

into play other legislative and market implications. Councils will also have an 

obligation to determine if they are best placed, or the most efficient means of 

providing services. 

 Policy settings 

Victorian local councils have been long-term contributors in supporting the viability of 

the integrated HACC service model. The current reforms provide an excellent 

opportunity for local government to completely review its policy in relation to services 

and support older people and people with a disability and to put in place transition 

plans to achieve its objectives. 

 Market / client segmentation 

There is emerging evidence that vulnerable members of the community are being 

negatively impacted by the current reforms and are having difficulty transitioning and 

maintaining contact with the new system. Councils could play an important role in 

assisting these individuals to access and maintain connection with the new programs 

at a local level. 

 Market conditions 

The current reforms are driving a very significant restructure within the not-for-profit 

and for-profit service provider sector. Wide-scale mergers and acquisitions are totally 

transforming the market landscape with very large entities operating across multiple 

states providing highly integrated service offerings tailored to respond to consumer-

driven funding mechanisms. It is difficult to see how local government might be able 

to compete on an equal footing with such organisations. However, concerns remain 

regarding the development of robust markets in rural or regional areas. A strategic 

approach to policy and funding is imperative to avoid system failure in areas known 

to be at high risk of thin markets. 

 Innovation 

There are a range of innovative responses emerging that will likely transform service 

delivery in the coming decades. These responses are occurring across the entire 

service landscape and will impact the efficiencies and effectiveness of services 

provided in the future. 

 Timing 

 
The timing of the reforms is a critical issue for councils, the fracturing of a previously 
integrated system is creating serious operational and administrative burdens for 
councils and significant demands on management and leadership. This includes: 

 the ambiguity regarding the post-2022 architecture of the CHSP means 
that it is difficult for councils to plan and invest in change; 

 uncertainty regarding the future viability of HACC-PYP is increasing. 

The aged care and disability reforms are underpinned by fundamental shift of 

accountabilities and responsibilities. The Commonwealth has clearly stated that it ‘will take 

full funding, policy, management and delivery responsibility for a consistent and unified aged 

care system covering basic home care through to residential care’. Victorian councils are not 
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a nominated actor, do not have a structural or programmatic responsibility and local 

government is not named as a program funding partner in legislation. 

It is critical that the policy deliberations and decisions over the next 12 to 18 months deliver 

clarity in terms of the future role and function of Victorian local government as home support 

providers, as well as identifying the core principles that will underpin future strategic planning 

and policy making in this important service and program space. 

2. CASE STUDY: Challenges associated with delivering accessible, affordable and 

high quality home support home care services to those who wish to remain at 

home and/or those living in remote, rural and regional Australia. 

2.1 Introduction to Victoria’s Loddon Mallee Region 

In 2017, the Loddon Mallee Region’s (LMR) population was approximately 332,000 people, 

of which, 20% (66,400 people) were 65 years and above (65+). All Loddon and Mallee local 

government areas have a higher proportion of the 65+ age group than the Victorian state 

average of 15.6%. The four municipalities of Buloke, Central Goldfields, Gannawarra and 

Loddon are all closer to 30%. Mt Alexander has 24.2%, Campaspe 22.9%, Mildura and 

Swan Hill each 19%, and Macedon Ranges and the City of Greater Bendigo 18% and 17% 

respectively. 

Each of the 10 LMGCs fund, manage and deliver a range of home support services 

including; 

 Meal and food services 

 Domestic assistance 

 Personal care 

 Home maintenance 

 Social support 

 Respite 

 Housing assistance 

 Sector Support and Development 

 Regional Assessment Services. 

Services delivered by Councils are funded through five main sources; Commonwealth Home 

Support Program (CHSP), Home and Community Care Program for Younger People 

(HACC-PYP), Victorian Regional Assessment Service (VRAS), direct client contributions 

towards the cost of services and direct Rate-payer Subsidy of Services. 

In 2016/17 the LMGCs delivered nearly 360,000 hours of home support services including; 

 136,800 hours of Home Support 

 33,408 hours of Respite 

 70,780 hours of personal care 

 25,990 hours of home maintenance 

 69,700 hours of social support 

 22,700 hours of assessment services 

140,600 delivered meals.  

The LMGCs currently employ approximately 140 FTE Community Support Workers. The 

workforce is primarily women, working in a part time capacity, with the average age being in 

the mid 50’s. Many of these workers have been employed for long periods of time by their 

respective councils.  
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Relevant characteristics of the Loddon Mallee Region include: 

 The region is home to Bendigo, one of Victoria’s largest and fastest growing regional 
cities, and Mildura, the major regional town in the north of the region, yet 84% of our 
regional townships have a population less than 3,000 people.  

 The low numbers of people per 100 square kilometres creates service sustainability 
issues across the region. The hollowing out of townships presents particular losses 
for older people, many of whom ‘age in place’ without access to appropriate services, 
including activities and opportunities for social connection.  

 Older people in the region have poorer health and wellbeing than Victorian average, 
in particular across indicators of obesity and chronic disease.  

 Nine out of the ten local government areas have relatively high levels of 
disadvantage, with three being in the four most disadvantaged areas in Victoria 
(SEIFA).  

 The region has higher than average unemployment and higher than average 
percentages of low income families and individuals.  

 

2.2 Challenges for delivering home support services 

The Loddon Mallee Group of Councils (LMGC) has invested significantly to understand the 

impact of reform on our capacity to deliver home support services. This work has confirmed 

that there is a disproportionate impact on the sustainability of services for the LMGCs 

compared to our metropolitan neighbours.  

Providers of home support services in the Loddon Mallee are facing specific challenges 

including; 

 For the Loddon Mallee region there is a very high risk of a ‘thin market’, that is, an 
insufficient number of service providers across aged and disability service areas and 
not enough trained workers to meet demand.  

o Very low density of participants per 100 square kilometres which impacts 

service sustainability for Councils wishing to continue service delivery 

o Very low density of participants in some areas which is not attractive to 

alternate providers and will impede the development of ‘market’ models 

o The reliance on the current workforce, many of whom are aging themselves, 

to deliver services in geographically isolated townships 

o Increased unit costs due to increased travel requirements (vehicle costs and 

time) 

 The inability of councils to deliver services at current set unit prices without 

subsidisation. 

 The risk of alternate providers operating in more densely populated areas and not 

servicing outlying areas leaving Council to deliver high cost services (both complex 

care and remote participants) further impeding financial viability 

 The rurality index (Modified Monash Model, ARIA Model and others) used by NDIA 

and CHSP not reflecting Victorian conditions. 

The additional costs incurred in sustaining rural and remote delivery of services are 

significant for the LMR, however no parts of Loddon and only small parts of the Mallee 

region are classified a ‘remote community’ under the Modified Monash Model. Providers are 

not eligible for the home care viability supplement or the NDIS special pricing to stimulate 

market supply.  



 

Page 7 of 9 
 

Accordingly, there is a disproportionate impact on the sustainability of services for the 

LMGCs compared to their metropolitan neighbours, and there is a very high risk of a ‘thin 

market’, that is, an insufficient number of service providers across aged and disability service 

areas. 

The LMGCs support the pursuit of service delivery that is high quality, equitable and 

financially sustainable. The principles of competition policy, competitive neutrality and 

consumer directed care are understood. The transition to such a model in the context of rural 

and regional areas requires specific consideration with regard to strategic planning and 

rollout. Without due consideration and action the LMGCs maintain that consumers in these 

areas will not benefit from the reforms with some potentially being denied access to services 

they currently receive.  

Within the next 12 months all LMG councils will be undertaking work to confirm the council 

position on: 

(a) its mandate, accountability and responsibility for aged care and disability 

services in the context of the aged care reforms; 

(b) its responsibility for continuity of services to the community including the 

role it might play in supporting delivery or providing a ‘safety net’; 

(c) the potential impact of National Competition Policy and Consumer 

Directed Care on current operations; 

(d) the increasing financial and operational burden of maintaining services to 

remote communities in the context of decreasing financial scale; and 

(e)  the very significant changes in aged and disability program design and 

funding mechanisms. 

Thin markets 

As noted above, within the Loddon Mallee Region there is a high risk of thin markets across 

many towns and outlying communities. The significant challenge of service delivery is 

illustrated by data that the lowest metropolitan region has 5,668 people aged over 65 per 

100 square kilometres and the two lowest rural regions in LMGC have relative densities of 

below 100 per 100 square kilometres. 

There is real risk that councils may be the only available service provider in high risk, high 

cost remote service delivery which will serve to amplify the current financial viability and 

sustainability issues faced by LMGCs. With the rollout of the NDIS there are examples 

where there are no registered service providers to deliver some service types nor is there 

availability of qualified or skilled staff to deliver services. This will only become more evident 

when reforms across other service types rollout.  

In some areas of the Loddon Mallee, Local Government is the sole service provider or one of 

few. If councils no longer have a mandate to operate in the reformed home support 

environment alternate service providers will need to be incentivised to establish in these 

areas. Until this occurs there will be a reduction, or at least no increase in independence or 

consumer choice and control.   

Service delivery cost 

The high cost of service delivery for LMGCs, due to embedded structure costs, scale of 

operations and enterprise agreement commitments , coupled with the higher cost associated 

with rural service delivery means that LMGCs are moderately to heavily subsidised. LMGCs 

do not consider options to meet the NCP as viable at this time.  
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It is anticipated that the unit cost of service delivery for the LMGCs will increase as program 

scale decreases. The impact of this is being seen within Councils that have not registered as 

NDIS providers and have seen a significant reduction in service demand for HACC-PYP.  

Service level impacts for Councils as reforms, including the introduction of the NDIS and 

continued uncertainty in the aged care sector, are beginning to become apparent. Some of 

the LMGCs are observing increased absenteeism, work cover claims and self-reported 

stress associated with employment uncertainty. Service managers have concerns about 

individuals health and wellbeing and have reported feeling disempowered to act given they 

themselves do not know the future outcomes.  

Impact on staff 

Recruitment and retention of staff is proving problematic with an increased reliance on 

temporary and casual contractual arrangements seen within some of the LMGCs. Given the 

majority of the Community Care workforce are women, at direct care level through to 

management, recruitment and retention issues must be considered through a gender equity 

lens. Continued uncertainty and in turn recruitment and retention issues are resulting in both 

small remaining workforces working very long hours to cover workforce gaps and in other 

areas as reduction in hours worked compared to previously, both which negatively impact 

individual employees.   

3 Next steps 

Each of the LMGCs has a 30 year history of delivering services to community with the 

primary purpose of supporting independence and sustained health and wellbeing. The 

LMGCs have strong connections with their local community, including those whom require 

high quality, safe and accessible supports to remain living at home.  

The LMGCs will be acting to advocate for fair and equitable service access for community, 

particularly our most marginalised and vulnerable. Given the high social contract Councils 

have with local communities there is a very high likelihood that if there is system failure 

communities will look to Councils resolve issues. 

LMGCs are now reassessing individual council policy and investment in the context of the 

shift in accountability, responsibility and authority to the Commonwealth. Each Council is 

considering the role they will play with some already ceasing service delivery and 

reimagining their role within advocacy, navigation, market stimulation and workforce 

development. 

The LMGCs are together advocating for appropriate policy and funding mechanisms to 

ensure services to our most vulnerable community members is fair and equitable.  

LMGCs request that the Royal Commission: 

1. Note the challenges for delivering accessible, affordable and high quality aged care 

services in Victoria.  

 

2. Consider the impact of local government’s potential withdrawal as a home support 

provider. 

 

3. Note that councils require a strategic position from the Commonwealth Government 

on how remote service delivery can be viably sustained in the context of the broader 

reforms, including: 
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(i) A policy and funding response to the unfair and inequitable burden placed on 

regional and rural councils in Victoria; 

(ii) Confirmation of timing associated with the introduction of proposed changes and 

new program conditions; and 

(iii) market influence and pricing mechanisms to ensure that accessible, affordable 

and high quality home support services are available. 

 

4. That clarity is urgently needed on transition and post-transition arrangements for the 

CHSP from the Commonwealth Government, including: 

(i) an explanation of how a market-model and client-directed-care might apply in the 

Loddon Mallee region;  

(ii) the mechanisms available to ensure program viability and continuity of service; 

and 

(iii) legal advice on the implications of National Competition 

 

5. That financial assistance be provided to ease the burden of structural adjustments, 

particularly for small to medium councils where ongoing viability and cost to council 

require transition out of service delivery arrangements. 

 

4 Conclusion  

The LMGCs recognise that reform within the Aged Care Sector is necessary to meet the 

needs of our growing elder population into the future. Ongoing, long term uncertainty is 

negatively impacting the current provision of home care and significant concerns are held 

regarding the bearing this has on the provision of high quality, safe and affordable home 

care services right now and into the future. System failures that do not support elders to 

remain living in their own homes contribute to a cascade of undesirable consequences for 

both residential and acute services as well as individual health outcomes.  

  

 


