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1. ABOUT ACWA

The Association of Children’s Welfare Agencies (ACWA) is the NSW peak body representing the
voice of non-government community organisations that deliver services to vulnerable children,
young people and their families.

Established in 1958, for more than 60 years we have worked with our members, partners,
government and non-government agencies, and other peak bodies, to bring about positive
systemic reform that will deliver better outcomes for children and young people, including those
living in out-of-home care.

ACWA supports its members by:

* Advocating for the rights, needs and interests of vulnerable children and young people.

* Providing strong sector leadership — gathering knowledge, examining new concepts and
promoting best practice.

* Providing flexible, affordable and tailored training and development through the Centre for
Community Welfare Training (CCWT).

ACWA's membership comprises the largest group of not-for-profit agencies delivering out-of-
home care services in NSW through the Permanency Support Program. Many of our members
deliver these services nationally and serve diverse communities. A full list of ACWAs membership
can be found on our website https://www.acwa.asn.au/our-members/.
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2. BACKGROUND AND PURPOSE

The provision of out-of-home care (OOHC) in New South Wales (NSW) involves delivering a
diverse range of supports and related activities to children and young people who cannot live
at home. These children and young people often have complex needs as a result their trauma
experience and dislocation from family.

OOHC in NSW is delivered either directly by the Department of Communities and Justice (DCJ)
or by non-government organisations, including Aboriginal community-controlled organisations
(ACCOs), funded to do so under the Permanency Support Program. OOHC providers operate
across NSW in metropolitan, regional and remote locations. The delivery of services to children
and young people in OOHC involves costs associated with labour, housing, transport, food and
other essential items, all of which are ever increasing along with a range of indirect costs such as
rising insurance premiums.

The Independent Regulatory and Pricing Tribunal (IPART) was asked by the Premier earlier this
year to review and make recommendations on the costs of providing OOHC and the funding
provided by the NSW Government to non-government providers to help the NSW Government
improve the performance and financial sustainability of the OOHC system. Shortly after the
IPART review was announced, ACWA established a project team and member agency advisory
group comprising 15 OOHC providers to guide our work in supporting the IPART evidence
gathering process. In addition, ACWA engaged actuaries PFS Consulting to work alongside ACWA
to inform the sector’s response to the review.

ACWA, in consultation with IPART, also established a subgroup of 8 OOHC providers who agreed
to assist in providing IPART with more in-depth information to better understand cost and pricing
issues. So far, the work of this subgroup has included preparing responses to detailed information
requests issued by IPART to supplement higher-level responses from a larger cohort of providers.
It was agreed with IPART that the information requests issued to OOHC providers would focus on
2022-23 year data as it was more readily accessible to providers at the time of year the requests
for information were issued. However, given the significant cost pressures being faced by OOHC
providers in 2023-24, ACWA also agreed to work with providers to prepare a paper examining the
nature of these cost pressures for IPART’s consideration, together with a series of case studies
evidencing the positive outcomes providers have been able to achieve for children and young
people, which ideally, will also deliver longer-term cost savings for the NSW economy.

This paper and the associated case studies have been prepared by ACWA and its members in
collaboration with PFS Consulting, drawing on the responses to detailed information requests,
consultations with OOHC providers and anonymised case information.

This paper should also be read in conjunction with the March 2023 submission prepared by
ACWA on the IPART Terms of Reference - a copy is available here - https://www.acwa.asn.au/
wp-content/uploads/2024/03/ACWA-submission-to-IPART-review-of-OOHC-cost-and-pricing-
7-March-2024.pdf.
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3. KEY FINDINGS

The operating environment of OOHC providers in NSW has been influenced significantly
by a range of economic pressures in recent times which have been more acutely felt
during the 2023-24 year and continue to be experienced. The most significant of these
cost pressures are described below:

Direct contract-related expenses

a. While rental costs rose by 7.3% in the 12 months to June 2024 Australia-wide, some
OOHC providers may see greater increases. One provider reported an 11% increase
for ITC with some properties experiencing nearly a doubling of rental costs. Further,
numerous OOHC providers have noted that the requirements stipulated in the PSP
reform have led many residential agencies to rent private dwellings which can be
both costly and, at times, unsuitable.

b. Transportation costs are steadily rising, with one provider citing a 25% increase in
their fuel costs for motor vehicles used in their OOHC activities.

Indirect contract-related expenses

a. Workers’ compensation insurance costs are growing and becoming unsustainable.
As an example, one provider reported a 50% surge in premiums, making the
insurance “almost unaffordable” and highlighting that costs have “increased
massively for agencies in the year 23/24 and are not adequately funded.”
Additionally, many agencies are struggling to obtain insurance coverage for claims
related to sexual abuse or other types of abuse, partly due to the National Redress
Scheme and an increase in civil claims.

b. There were also increases observed in other types of insurance products. Namely,
General Organisation and Public Liability insurance rose by approximately 19% and
28% respectively for one of the providers participating in the review of operational
costs.

c. Costs for repairs, maintenance and client damage increased significantly as well,
with one OOHC provider reporting a 63% rise in these expenses.

Care-specific activities

a. One provider states, “... expenditure associated with supporting parents and relative
kin with restoration related activities in conjunction with the family action plan for
change has also impacted operational costs. While investment in restoration related
activities is a crucial part of delivery of OOHC services, costs are amplified due to
cost-of-living pressures.”
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Systemic Factors

a. According to one OOHC provider, “Changes in the client profile for residential
care have created cost pressures for them.” For example, prior to the 2016 funding
reform, residential services had a mix of high-needs and medium-needs clients
that led to a good balance in the typical four-bedroom residential care home. Now,
under the PSP, an overly rigid CAT system means only those young people who
are identified as having high needs are placed in Intensive Therapeutic Care. This
increases the potential for conflict within the house and makes it more difficult to
place a new client in an existing house, due to the risk that doing so will impact
negatively on other clients.

b. The PSP compliance burden has become more costly in 2023-24 due to the
stringency with which it has been administered for complex needs and additional
carer support applications. The additional funding uncertainty and length of time to
put together applications has increased pressure on OOHC providers.
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4. GENERAL ECONOMIC ENVIRONMENT

General economic environment

Over the twelve months leading up to the June 2024 quarter, the Consumer Price Index (CPI)
across Australia increased by 3.8%.

Key components of the CPI that saw significant increases during this period include insurance,

health, housing, education, transport, food and utilities. These general economic trends provide
a backdrop for understanding broader cost pressures. More details related to publicly available

economic data and its wider implications are discussed in section 6.

Deeper insights into sector-specific cost pressures and trends are outlined in section 5, which
includes direct observations from OOHC providers who have shared case examples about the
day-to-day impact of cost pressures on the delivery of care to children and young people.
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5. SECTOR-SPECIFIC SOURCES OF
COST PRESSURE

Based on the FY2022-23 cost data provided by providers participating in the IPART review, the
chart below categorises areas of sector-specific cost pressure impacting out-of-home care
(OOHC) providers.

The three largest components of an OOHC provider’s operational costs are — wages and salaries,
direct contract-related costs and indirect contract administration costs.

* Wages and salaries: This includes staff-related expenditure such as employment costs,
carer allowances and overtime pay.

* Direct contract-related costs: This category covers expenses associated with rent and
related outgoings for properties housing CYP, healthcare and education costs for CYP, and
transportation and logistical costs necessary for client support.

¢ Indirect contract administration costs: This category encompasses expenses such as
insurance premiums, utilities, and other miscellaneous operational costs.

Cost categories as % of OOHC Expenditure

**includes”™
insurance
utilities
sundry expenses

Indirect Contract
Administration
Costs**

14%

Wages and Salaries
46%

*includes™

rent and related outgoings
healthcare expenses
education costs
transportation and fleet

Labour (Wages, salaries, and other staff-related expenses)
Skills Shortage, Recruitment, and Training

As evident in the figure above, one of the most significant cost drivers for OOHC providers

are wages and salaries (labour expenses). To effectively meet service requirements, adhere to
accreditation standards, and deliver high-quality care to children and young people, organisations
must attract, train and skill-up, and retain staff with specialised skills. This necessary investment
by OOHC providers leads to substantial expenses related to conducting carer assessments,
support for care placements, employment costs, and the increasing and ongoing need for
professional development and formal training.
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The costs in these areas are compounded by a growing skills shortage, particularly in relation to
the available resources which can be drawn from the community and personal service workers
pool. Analysis of 2023 data shows that these shortages have risen from 21% in 2022' to 24% of
occupations within this sector in 2023, with the scarcity being felt most acutely in health, care
and support roles.

This resource shortage makes staff recruitment increasingly difficult, with broader economic
pressures also potentially exacerbating the shortage of carers. This is because rising rents and
mortgage payments are placing a substantial strain on existing and potential carers, contributing
to the difficulty in filling these critical roles (this fact was also recognised in our sister peak body
AbSec’s? response to IPART’s consultation paper).

Additionally, the skills shortage impacts the employment costs for existing staff through increased
overtime pay to cover gaps, as seen by many providers. This shortage also requires more support
from human resources to manage rostering and other staffing-related tasks — once again, further
adding to operational costs.

Training requirements have added another layer of cost pressure. Some OOHC providers have
had to begin offering internal formal training to ensure their staff are suitably qualified. This
necessary training incurs additional costs that are not always covered by funding packages,
further straining financial resources.

Retention also remains a critical concern. Research from Jobs and Skills Australia® highlights that
child caregivers experience below-average retention rates, indicating high job mobility and a

low influx of new applicants per vacancy. To address these issues, OOHC providers are working
to make caregiving roles more attractive through improved remuneration and other supports.
However, these efforts result in increased overall carer payment costs, and increased employment
costs, including rising superannuation and workers’ compensation expenses, for those workers
who are delivering care in home-based settings.

Labour hire

In addition to directly employing carers and staff, OOHC providers (along with the Department
of Communities and Justice (DCJ)) often utilise labour hire arrangements. Specifically, some
Alternative Care Arrangements (ACAs) turn to for-profit labour hire firms as a provider of High-
Cost Emergency Arrangements (HCEA) for children and young people (CYP). As labour hire firms
typically charge an additional agency fee, this has resulted in higher overall costs for OOHC
providers throughout 2023-24.

The use of labour hire agencies has also become a necessary strategy for some providers facing
acute staffing shortages despite the higher costs involved. For instance, some OOHC providers
have little choice but to employ labour hire agency staff at times at rates of 25 to 30% above what
they would pay their own casual staff. Using labour hire arrangements also involves additional
recruitment fees that are not funded by DCJ.

! (Jobs and Skills Australia, 2023)
2 (Aboriginal Child and Family Secretariat.)
3 (Jobs and Skills Australia, 2023)
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On a related issue, ACWA has previously highlighted that one of the main challenges facing

the out-of-home care system stems from the unacceptable over-reliance on high cost ACAs
which involve unaccredited for-profit providers accommodating children who cannot be placed
appropriately in foster care or residential care in hotels/motels/caravan parks with 24-hour
staffing at substantial cost to this state, and importantly, to the wellbeing and sense of stability of
the children living in these situations.

The sector has called for an end to the use of these placements. At the same time, ACWA
members have highlighted the need for greater certainty of funding and flexibility in funding and
approval processes, to allow accredited not-for-profit providers to stand up a range of home
and residential-based care options, tailored to suit the needs of children who cannot live in
mainstream foster care placements, and to help reduce the reliance on ACAs.

Direct contract-related expenses

Skills Shortage, Recruitment, and Training

Rental accommodation and housing

Rental accommodation and acquiring housing are also significant cost drivers for providers of
residential OOHC. A core responsibility for these providers is to secure suitable housing for the
families and children and young people (CYP) in their care. Fluctuations in the availability and
affordability of rental properties substantially impacts OOHC providers’ operational costs. This
issue has been particularly pronounced with recent increases in rental prices. Rental costs rose
by 7.3% annually in the 12 months leading up to June 2024, marking one of the most significant
increases in over 15 years. In the Sydney metropolitan area, the rise was even steeper, with rental
prices climbing by 8.1% annually (see section 6 for further details on this issue).*

OOHC providers gave us examples of the surge in rental costs. For instance, Barnardos saw
increases that ranged from 6% to 70%. Allambi Care also reported an average increase of 11%

in rents for properties used for Intensive Therapeutic Care (ITC) and Therapeutic Supported
Independent Living (TSIL) placements, with some properties experiencing nearly a doubling of
rental costs. This challenge also affects young people in independent living situations, where high
rental prices can obstruct access to stable housing.

Additionally, some OOHC providers have noted that “the requirements stipulated in the PSP
reform have led many residential agencies to rent private dwellings, which can be both costly
and, at times, unsuitable.” The tight rental market also contributes to rent instability, leading to
frequent changes of residence for children and young people in care. This instability disrupts their
daily routines, education, social connections, and negatively impacts their overall wellbeing, at the
same time as placing further strain on the operational budgets of OOHC providers.

Healthcare

Annual increases in health costs and health insurance, driven by factors such as medical
advancements, significantly impact OOHC providers. This is because many of these providers
are responsible for covering various medical expenses for the children and young people in their
care, including GP visits, medications and specialist consultations. Children and young people in

4 (Australian Bureau of Statistics, 2023)
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OOHC often require counselling, therapy and mental health services to address trauma and other
complex needs. While securing access to allied health services is crucial to effectively supporting
each child and young person cared for by an agency, the funding allocated to OOHC providers

is sometimes insufficient to cover the unique and comprehensive needs of individual children

and young people. As a result, providers often bear additional costs which sit outside of their
allocated funding packages.

Barnardos, one of the largest OOHC providers in NSW specialising in home-based care,
highlighted the financial strain they face in situations where:

“Private health practitioners [are] engaged for children in need. [This is because] NSW
Health pathways programs can have invariably long wait times for essential services.
Sometimes health services are inaccessible due to service gaps especially in remote/
rural areas. To ensure timely and appropriate services to children in need, private health
practitioners are often engaged, and these expenses are not reimbursed.”

MacKillop Family Services highlighted their significant expenditure relating to clinical support

for children and young people in their care. They invest around $1.5 million to support children
and young people under their PSP contract by engaging principal practitioners and specialists to
improve health and wellbeing outcomes for children and young people, despite this expenditure
falling outside the scope of their funding envelope.

Education

Another core element of OOHC providers’ operations is facilitating access to education for
children and young people. Consequently, education expenses place significant cost pressures
on OOHC providers, as these expenses tend to rise annually due to the indexation of relevant
fees. According to the latest CPI data,® education, which includes primary, secondary, and tertiary
education, experienced one of its largest increases since 2012, growing by 5.6% over the 12
months to June 2024. This rise is attributed to higher fees for primary and secondary schools, as
well as increased costs for tertiary education following the indexation of higher education course
fees.

In addition to covering traditional educational costs, many OOHC providers also support children
and young people with diverse and complex educational needs. The expenses associated with
providing specialised education services and support for these children and young people can be
significantly higher and will continue to escalate over time.

Transportation and Logistics

Transportation is a crucial aspect of delivering an OOHC program. Children and young people
(and their caregivers) must travel to schools, medical appointments, therapy sessions, sporting
and cultural activities, and contact visits with family. It is also crucial for provider staff to regularly
travel to the homes where children and young people are living to check on their wellbeing and
provide carer support. Facilitating family contact is an essential part of caring for young people
and relies heavily on transport and logistics.

Cost Pressures in OOHC | PFS Consulting



The cost associated with transport is felt most acutely by those OOHC providers operating

in rural and remote locations, or where family contact requires travelling large distances. For
example, Southern Youth and Family Services (SYFS) which is based in the Wollongong area,
noted that one of their young people is from far west NSW and requires 1-2 staff to travel for a full
2-3 days to facilitate access visits.

The burden of transportation is compounded by rising transport costs. According to the
Australian Bureau of Statistics (ABS), transportation expenses have increased due to higher costs
for automotive fuel, motor vehicle repairs and spare parts. Allambi Care, for instance, reported

a 25% increase in fuel costs for motor vehicles used for their OOHC activities. Barnardos also
emphasised that petrol/fuel costs have [had one of the biggest] impacts on OOHC operating
expenses, particularly affecting case management that involves home visits over wide
geographical areas, such as Western NSW.

All providers in our sample group saw rises in both fuel and vehicle repair costs. On average,
MacKillop spends around $3,000 per annum to repair their vehicles due to damage inflicted by
children and young people (which also has a flow on effect to insurance premiums - discussed

in the next section). These rising transportation costs are creating a significant strain on OOHC
providers, adding to the already substantial financial pressures of managing the complex needs of
children and young people across dispersed locations.

Indirect contract-related expenses

Insurance
Workers compensation, Physical and Sexual abuse (PSA)

Insurance costs, particularly those related to workers’ compensation claims, represent a
significant financial burden on the OOHC sector. Safe Places for Children, a not-for-profit
organisation providing intensive therapeutic support and supervision to at-risk children and young
people, reported a notable increase in workers’ compensation claims over recent years. This rise
has substantially driven up the costs associated with workers’ compensation premiums.

Allambi Care saw their NSW premiums for workers compensation grow from 5.8% of declared
wages in 2022/23 to 6.9% in 2023/24. Meanwhile, MacKillop Family Services shared that in 2020,
their premiums were around 2% of wages, but in 2024, they rose to 6.2%. In absolute terms, this
meant an increase in annual premium costs worth $1.8 million. This was driven by more frequent
occasions of assault and stress undergone by workers in the ITC (residential care) space. SYFS
further underscores this issue, reporting a 50% surge in premiums, making the insurance “almost
unaffordable” and highlighting that costs have “increased massively for agencies in the year 23/24
and are not adequately funded.”

Additionally, SYFS noted that many agencies are struggling to obtain insurance coverage for
claims related to sexual abuse or other types of abuse, partly due to the National Redress Scheme
and an increase in civil claims. This has led agencies to implement stricter risk assessments,
impacting their financial stability and related ability to accept new referrals, thereby contributing
to higher vacancy rates in some parts of the sector.

5 (Australian Bureau of Statistics, 2024)
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General organisation and public liability insurance

Providers such as Allambi Care also experienced increases in the costs of their other insurance
policies. For example, their General Organisation and Public Liability insurance rose by
approximately 19% and 28% respectively.

Moreover, property and contents insurance costs continue to escalate. Vandalism and natural
perils, which damage properties, have driven up maintenance and insurance costs for residential
care providers. For MacKillop, overall insurance costs have increased by around 40% since 2020.

Other Expenses

In 2023-24, costs for repairs, maintenance, and client damage increased significantly, with one
OOHC provider reporting a 63% rise in these expenses. Another provider concurred, noting the
particularly substantial strain they feel from these expenses, which, for them, already average
$60,000 to $100,000 per home annually. The increase in these costs are largely unfunded.
Further, the same provider also highlighted pressures related to spending for preparing or
reinstating a house. These one-off activities cost them $180,000 on average. The costs to perform
these are rising, especially for ITC houses which require special additional features such as solid
core doors, toughened glass, etc.

Care-specific activities

In addition to the cost items listed above - which are likely to be similar across other caring
sectors, the OOHC sector also encounters distinct financial operating challenges linked to the
complex nature of the work involved in delivering the PSP program. While funding is allocated to
cover a number of specific activities under the PSP program, the intricate nature of performing
what are often very sensitive tasks well, will often lead to a shortfall in funding. This funding
shortfall can place a significant strain on the operating budgets of OOHC providers.

Restoration
In their response to IPART'’s consultation paper, Barnardos states:

“..costs associated with supporting parents and relative kin with restoration related
activities in conjunction with the family action plan for change has also impacted costs.
While investment in restoration related activities is a crucial part of delivery of OOHC
services, costs are amplified due to cost-of-living pressure.”

Caring for Aboriginal children and young people

As the peak organisation for Aboriginal children and families in NSW, AbSec recognises the
complex and resource-intensive nature of caring for Aboriginal children and young people in
OOHC. In round table discussions conducted by AbSec in its May 2024 workshop with ACCOs,
several cost-related issues were raised. Namely, it was noted at the workshop that providers
caring for Aboriginal children and young people face elevated administration and compliance
costs associated with interacting with DCJ on issues such as carer and family assessments and
intake procedures. These issues tend to be more complicated for OOHC providers when working
with extended Aboriginal family, kin, and community networks. Many providers, Aboriginal and
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non-Aboriginal alike, while recognising the importance of demonstrating these issues are being
managed well, regard the number and type of compliance steps and processes required by DCJ
to be overly burdensome.

Additionally, significant resources are needed to support the cultural connections of Aboriginal
children and young people. This entails considerable expenses for travel, fuel, accommodation,
meals, and extended stays to maintain ties with family, kin, and Country. It also requires funding to
ensure family members can participate without financial barriers to foster as much interaction as
possible between them and children and young people in care to build crucial relationships with
family, community/elders, and mentors who all play a central role in supporting the development
of the child’s sense of self and cultural identity. Moreover, cultural planning must be an ongoing
process rather than a one-time activity.

ACCOs in particular face higher costs related to upskilling their staff, mentoring Aboriginal
people with system knowledge, and lived experience, and training non-Aboriginal staff to provide
culturally safe and appropriate support. They invest additional time and resources in advocating
for families affected by systemic issues and in providing policy and program advice to DCJ,

the Office of the Children’s Guardian, and other entities. Non-Aboriginal OOHC providers who
are also caring for children and young people until they are transitioned, face additional cost
pressures to ensure their staff and carers are appropriately upskilled in ensuring that children
receive appropriate cultural support.

As well, the transition of Aboriginal children and young people to the care of Aboriginal agencies
from non-Aboriginal OOHC providers is an important priority which ACWA members are
committed to achieving. Having said this, there are additional resourcing costs associated with
giving effect to such a transfer which impact both ACCOs and non-Aboriginal providers alike, and
which are unfunded. In this regard, there are substantial costs for ACCOs which are being called
upon to quickly stand-up new agencies and expand the footprints of existing agencies; and there
are cost implications for non-Aboriginal providers who are working to strengthen relationships
with the ACCO sector and are preparing children and carers to transfer.

Cultural permanency, cultural planning, cultural connection

OOHC providers caring for children and young people from culturally and linguistically diverse
(CALD) backgrounds also face additional, resource-intensive requirements that compound
existing cost pressures. For example, for good reason, OOHC providers must develop tailored
cultural plans which require significant time and the expertise of staff specifically trained to work
with CALD clients. Furthermore, carers must undergo specialised training to build their cultural
competency and become culturally responsive practitioners in ways that can be translated across
a diverse range of cultural contexts.

Family Finding

Another essential activity, often associated with, but not limited to children from CALD and
Aboriginal and Torres Strait Islander backgrounds, is work involved in ‘family finding’. This process
involves extensive time and labour, as multiple assessments are conducted for each child,
particularly in complex cases. The iterative nature of family finding makes it highly resource-
intensive and, as such, vulnerable to the broader cost pressures observed across the sector.
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Legal Costs

Similar to other sector-specific activities with inherent complexities, the additional resourcing
required to support the preparation of evidence for Children’s Court proceedings, and when
necessary, appearances before the Children’s Court can also contribute to existing cost pressures
linked to the increased costs for labour. Changes in regulations or guidelines, combined with
increasing case complexity, often also lead to rising legal fees when OOHC providers are required
to access external legal advice when it’s considered necessary to advocate for the best interests
of a child. Costs associated with court work can add to the overall financial strain faced by
providers.

Changes to client profile

When evaluating the costs for OOHC providers, it is important to pay regard to the evolving client
profile in the OOHC system. SYFS has observed this shift within their organisation, noting that:

“Changes in the client profile for residential care have created cost pressures for our
agency. Some of these issues are a result of the 2016 residential care reform. Prior to

the reform, residential services had a mix of high-needs and medium-needs clients that
led to a good balance in the typical four-bedroom residential care home. Now under the
Permanency Support Program, an overly rigid CAT system means only those young people
who are identified as having high needs are placed in Intensive Therapeutic Care. This
increases the potential for conflict within the house and makes it more difficult to place a
new client in an existing house, due to the risk that doing so will impact negatively on other
clients.”

This shift in client profile has led to increased operational costs over successive years given
the need for OOHC providers to both adapt their service provision to remain responsive to the
increasing complexity of client need and the challenges arising from accommodating a more
complex mix of clients in homes.

Regulatory changes

Regulatory changes can also impose cost pressures on OOHC providers as they allocate
resources to comply with evolving standards. One provider noted that “administratively
burdensome costs related to child safety regulation are increasing, with no appreciable benefit to
children, particularly those in kinship care.”

Inefficiencies with complex and additional needs packages
Cost pressures for OOHC providers continue to be exacerbated by inefficiencies in the
overarching administration of the system outside of the direct control of service providers - for

example, burdensome processes involved in OOHC providers seeking funding to meet identified
additional Complex Needs and Additional Carer Support.
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In addition, providers experience further hardship resulting from delays in the approval process
for complex needs packages. These delays often exacerbate existing financial strains, such as the
cost of inflation, by postponing the receipt of necessary funds. In some cases, providers receive
only a partial amount of the requested funding, leading to cross-subsidisation or insufficient

support.
Safe Places for Children highlights this issue, stating:

“Delays in funding, typically ranging from four to six months after placement begins, place
significant cash flow pressures on our operations as we incur costs while awaiting payment.
These delays are attributed to the time required to issue Purchase Orders despite initial
pricing approvals. Our Accounts Receivables team faces additional administrative burdens
managing follow-ups and outstanding debts.”
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6. ECONOMIC MEASURES

To supplement the commentary in section 5 relating to the specific cost pressures experienced
by OOHC providers, in this section we present additional economic data and information to
help contextualise the sector-specific pressures being experienced within the wider economic
landscape. It is important to recognise that while the reported statistics align with some of the
trends identified in the previous section of this paper, cost pressures in the OOHC sector may
also differ from broader economic measures reported by the Australian Bureau of Statistics.
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Q 9
GENERAL OVERVIEW ' @
AUSTRALIAN INFLATION

Inflation in Australian capital cities

Over the 12 months leading up to the June 2024 quarter, the Australia-wide CPI rose by 3.8%.
This rise was measured as the weighted average percent change (%) observed among the eight (8)
capital cities in Australia as described in Table 1.

Table 1 Weighted average of CPI across eight capital cities in Australia

Jun Qtr. 2024 Mar Qtr. 2024 Jun Qtr. 2023 to
to Jun Qtr. 2024 Jun Qtr. 2024

Index number(a) (% change) (% change)
Sydney 139.1 1.0 3.8
Melbourne 138.4 0.7 3.7
Brisbane 140.6 1.0 3.4
Adelaide 139.9 1.3 4.5
Perth 137.6 2.1 4.6
Hobart 138.3 0.1 2.7
Darwin 133.6 0.9 3.0
Canberra 136.8 0.9 3.1
Weighted average of eight capital cities 138.8 1.0 3.8

Source: Australian Bureau of Statistics, Consumer Price Index, Australia June Quarter 2024
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The percentage change (%) experienced by Sydney, which covers a significant part of NSW, is
equal to the overall weighted average of the eight capital cities.

Some of the CPl components which saw material increases in the last 12-month period are:

insurance, health, housing, education, housing, food and transport.

Table 2: Components of CPI Weighted Average
Mar Qtr. 2024 Jun Qtr. 2023 to

Components to Jun Qtr. 2024 Jun Qtr. 2024
(% change) (% change)
All groups CPI 1.0 3.8
Food and non-alcoholic beverages 1.2 3.3
Alcohol and tobacco 1.5 6.8
Clothing and footwear 3.1 2.9
Housing 1.1 5.2
Furnishings, household equipment and services 0.8 -1.1
Health 1.5 5.7
Transport 0.9 4.6
Communication -0.8 1.4
Recreation and culture 0.5 0.9
Education 0.2 5.6
Insurance and financial services 1.2 6.4
CPI analytical series
All groups CPI, seasonally adjusted 1.0 3.8
Trimmed mean 0.8 3.9
Weighted median 0.8 4.1

Source: Australian Bureau of Statistics, Consumer Price Index, Australia June Quarter 2024

Housing continues to be a large contributor to aggregate inflation. This is driven by rental price
growth, which remains high due to low vacancy rates and tight rental markets. Overall, rental
prices rose 7.3% annually in Australia in the 12 months to June 2024, one of the strongest rises
in over 15 years. The increase experienced by Sydney was even higher than the overall average;
Sydney rental prices rose by 8.1% annually. These can be observed in figure 1.
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Figure 1: Rents, annual movement in Australia and three major cities

Rents, annual movement (%)

Rents, annual mosemnsent %)
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Another sector that showed material growth is insurance and financial services. This increase
was driven by Insurance prices, which rose 14% annually, the strongest growth in more than 20

years. Higher reinsurance, natural disaster, and claims costs continue to drive higher premiums for
house, home contents and motor vehicle insurance.

Figure 2: Rise in Insurance Premium Prices

Insurance, Australia. quarterly and annual movement (%)

Percentage change (%)
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Limitations of CPI

For practical reasons, the CPl measures price changes of items in the metropolitan areas of
Australia’s eight capital cities (where around two-thirds of Australian households live). It does not
measure price changes in regional, rural, or remote areas. (Reserve Bank of Australia, n.d.)

Further, while the ABS strives to calculate the published CPI in such a way that as much
information about goods and services is captured, certain items may fall outside this ‘typical
basket of goods.

Additionally, there are other measures that provide an alternative view of the economic
environment. An example would be the living cost indexes (LCls) published by the Australian
Bureau of Statistics (ABS.) This metric aims to capture cost-of-living inflation, which is the change
in spending by households required to maintain a given standard of living. Other indices that also
aim to provide economic insights are presented in the succeeding section.

Living Cost Indexes(LCI)

Living Cost Indexes (LCls) measures the price change of goods and services and its effect on
living expenses of selected household types.®

Across the five types of households according to ABS, the living cost index (LCI) rose between
+3.3 % and +6.5 % over the 12 months to the March 2024 quarter. Health, Insurance and financial
services and food and non-alcoholic beverages were some of the main contributors to the
quarterly rises across all LCls. The key drivers for these components were identical to those
described in the previous section.

While LCls provide an alternative view of the economic environment, its relevance in the

context of OOHC providers is limited, given that LCls mostly capture the purchasing power of a
household by considering disposable income. OOHC providers, on the other hand, have distinct
spending patterns compared to typical households and so LCls may not adequately reflect these
specialised costs, as they are designed for broader household types. Hence, while LCls offer
valuable insights into overall living expenses, they may not fully capture the nuanced challenges
faced by OOHC providers caring for CYP.

5 (Australian Bureau of Statistics, 2024)
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Wage Price Index (WPI)

According to the ABS, the Wage Price Index (WPI) measures changes in the price of labour,
unaffected by compositional shifts in the labour force, hours worked or employee characteristics.
The table on the following page shows that the seasonally adjusted WPI rose 0.8% during the last
March 2024 quarter and 4.1% over the year to March 2024.

Figure 3: Wage Price Index (WPI) Total hourly rates of pay excluding bonuses

Dec Qtr 2023 to Mar Qtr. 2023 to
Mar Qtr 2024 Mar Qtr. 2024
% Change(a) % Change(a)
Trend(b)
Australia 1.0 4.2
Private Sector 0.9 4.2
Public Sector 0.9 4.0
Seasonally Adjusted(c)
Australia 0.8 41
Private Sector 0.8 41
Public Sector 0.5 3.8
Original
Australia 0.6 41
Private Sector 0.6 41
Public Sector 0.5 3.7

The private sector (that is, non-government sector), which is the sector relevant to all OOHC
providers involved in this review, experienced a higher increase in WPI for the 12 months to March
2024 (i.e. 4.1% versus 3.8%.) This increase is broken down across the states and territories as

follows:

Annual change (%) Quarterly change (%)
NSW 4.2 0.6
VIC 3.6 0.6
QLD 4.6 0.7
SA 3.8 0.4
WA 4.2 0.6
TAS 4.9 1.6
NT 4.1 0.4
ACT 3.2 0.5
Australia 4.1 0.6

a. index series is original, total hourly rates of pay excluding bonuses.
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The annual percentage change (%) experienced by NSW, which is the area of interest for this
review, is greater than the total growth Australia-wide. While the seasonally adjusted overall WPI
was 4.1%, NSW’s reported annual change was 4.2%. The annual and quarterly movements are
further broken down by industry below.

Annual and quarterly movement - industries (a)

]
un

%

® Annual Change @ Quarterly Change
a. Index series is original, tozal hourly rates of pay excluding bonuses

Figure 4: Annual and quarterly WPl movements by industry

The health care and social assistance industry, which is the industry of interest for the purpose
of this review, recorded the highest wage growth through the year at 5.3%. This trend was also
observed in late 2023 where health care and social assistance was one of the industries with the
highest wage growth as of the September 2023 quarter. According to ABC News, this may be
because the industry is dominated by workers on awards (Janda & Ziffer, 2023).

When carers and other staff in the health care and social assistance industry have increases in
wages (either award or non-award), OOHC providers who engage or employ them are directly
impacted - higher wages mostly lead to higher labour costs.

Further information

If you have any questions about this paper, please do not hesitate to contact Julianna Demetrius,
ACWA Senior Consultant (julianna@acwa.asn.au).
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GLOSSARY OF TERMS

ABS Australian Bureau of Statistics

ACA Alternative Care Arrangements

ACCO Aboriginal Community-Controlled Organisations
ACWA Association of Children's Welfare Agencies
CALD Culturally and Linguistically Diverse

CPI Consumer Price Index

CYP Children or Young People

DCJ Department of Communities and Justice
FTE Full Time Equivalent

HCEA High-Cost Emergency Arrangements

IC Independent Care

ICA Independent Children’s Advocates

ICM Interim Care Model

IPA Individual Placement Arrangement

IPART Independent Pricing and Regulatory Tribunal
ITC Intensive Therapeutic Care

LCI Living Cost Index

NSwW New South Wales

OOHC Out-of-Home Care

PSA Physical and Sexual Abuse

PSP Permanency Support Program

SCHADS Social, Community, Home Care and Disability Services
SIL Supported Independent Living

STEP Short Term Emergency Placement

SYFS Southern Youth and Family Services

THBC Therapeutic Home-Based Care

TSIL Therapeutic Supported Independent Living
WPI Wage Price Index
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