











SNAPSHOT

5 MAJOR CAUSES OF FINANCIAL FUNDING SUSTAINABILITY RISK

Governments’ pricing not recognising and
meeting the true cost of service delivery

Indexation not meeting annual cost increases,
weaken real income base year-on-year

Ry

;.; Workforce competition reducing service
() output and capacity to generate funding

Cost increases in emerging cost categories, such as
technology and compliance-related insurance and training

Limited reserves and unstable philanthropic contributions
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5 MAJOR IMPACTS OF INAPPROPRIATE FUNDING

Hidden service shrinkage impacting the quality and
access to services for Australia's most vulnerable

Organisational capacity to invest for service innovation,
training and planning almost non-existent

Governments pay more because of cost shifting to
more expensive services including crisis and primary
health care services

Risk of service volatility and market failure of large-scale
publicly funded service sectors

Increased service gap prospectively more
expensive to close
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Across 21 sustainability indicators,
18 reflected financial vulnerability



Case Study 1 NORTHERN TERRITORY

OVERVIEW

A major charity operating across the Northern Territory and
the APY Lands, providing housing, disability, counselling, and
emergency services in Darwin, Alice Springs, and remote
regions. Serving Aboriginal communities and people
experiencing crisis, the organisation operates with limited
reserves and no infrastructure funding, balancing high need
against tight contractual constraints.

90% of income sources from government funding
Travel and vehicle costs up 147 % (2022-24)
Indexation averaged 2.8% against cost growth exceeding 10%

Staff housing costs account for up to 20% of total regional program budgets

KEY FINDINGS

Funding models fail to capture the true cost of remote delivery, particularly housing and logistics.
Chronic under-indexation and reliance on cross-subsidies undermine sustainability.
IT and compliance costs continue to rise without funding recognition.

Workforce shortages persist due to housing and regional isolation pressures.

POLICY IMPLICATIONS
> -MOTE S for housing, travel and infrastructure.
Transition from competitive tendering to COMMIS:!

S YSTEMS to support compliance and reporting.

) the additional social value of locally governed organisations.



Case Study 2 VICTORIA

£ £ You can't cut your way to growth.”

OVERVIEW

A large human services organisation operating across
metropolitan, regional, and remote Victoria. Delivering
housing, youth, mental health, and family support services,
the organisation has consolidated operations to remain
viable amid rising costs, unpredictable state grants, and
workforce fatigue.

Total revenue $557M in 2024 (up 6.6% since 2022)
Government funding dependency 73-78% of total income

Total costs grew 10.7% (2022-23), while indexation average 3%

Compliance costs increased 57%, reaching $655,000 in 2023

KEY FINDINGS

State funding volatility and short-term tenders restrict long-term planning.
Rising compliance and administrative costs divert resources from services.
Workforce turnover and fatigue threaten service quality and stability.

Strategic consolidation has improved efficiency but reduced agility.

POLICY IMPLICATIONS
FUND FOR CAPACITY, not just cost - include overheads, training and compliance.

ESTABLISH MULTI-YEAR, ALIGNED COMMISSIONING CYCLES across jurisdictions.

SUPPORT DIGITAL INFRASTRUCTURE INVESTMENT to enhance accountability and productivity.

RECOGNISE THE STRUCTURAL COST of part-time and gendered workforce patterns.



Case Study 3 WESTERN AUSTRALIA

£ L \Vere not growing - we're surviving.”
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OVERVIEW

A regional not-for-profit based in Geraldton, Western
Australia, providing family counselling, homelessness relief,
and community support services across rural and remote
areas. With limited diversification and heavy dependence
on government funding, the organisation faces sustained
financial pressure as costs rise faster than income.
Operating in a high-cost, low-margin environment, every
increase in labour or compliance costs directly affects
service reach and quality.

Total revenue grew 8% (FY2021-22 - FY2023-24), while total costs rose 22 %
Cash reserves declined from 101% to -2.3%, shifting from a $466,000 surplus to a $T|3,000 loss

over 70% of revenue comes from Commonwealth grants, with one grant making up 50% of income

Staff costs reached 70% of total expenditure, exceeding sector benchmarks

Cash flow margin fell from 64% o 5170, reducing flexibility and financial resilience

KEY FINDINGS

Rising labour, compliance, and travel costs outpaced indexation, eroding margins.

Financial dependency on a single Commonwealth grant increases exposure of funding risk.
Declining cash flow and liquidity restrict operational flexibility and growth capacity.
Regional workforce shortages drive higher wage offers, intensifying competition for staff.

Recruitment, training, and travel spending have been reduced to contain losses, risking service quality.

POLICY IMPLICATIONS

INTRODUCE INDEXATION TIED TO COMPOSITE COST DRIVERS
- wages, superannuation, and insurance - not CPl alone.

PROVIDE DIVERSIFICATION AND TRANSITION SUPPORT for
small regional providers to reduce single-grant risk.

RECOGNISE HIGHER WAGE AND TRAVEL COSTS in rural pricing
formulas to sustain workforce stability.

ENABLE INFRASTRUCTURE AND IT CO-FUNDING to reduce
maintenance and compliance burdens.

SUPPORT REGIONAL WORKFORCE ATTRACTION STRATEGIES,
including housing, relocation, and training incentives.



Case Study 4 QUEENSLAND

£ £ You can't keep absorbing the cost
and expect the mission to hold”
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OVERVIEW

A major faith-based community service organisation
operating across Queensland, providing aged care,
disability, housing, and family support programs. The
organisation has experienced sustained financial pressure
amid falling revenue, workforce shortages, and tightening
regulatory obligations. Despite strong governance and a
commitment to person-centred care, margins have eroded
due to insufficient indexation and escalating compliance
and staffing costs. The organisation remains mission-driven
but increasingly reliant on cost containment and
restructuring to maintain service continuity.

- $7.3M operation deficit in FY2024 (down from -$113,000 in FY2022)
Net assets declined by $13M since FY2021 to $31.3M

Agency workforce costs increased by 125% in Fy2024

Digital infrastructure investment decreased by 36% since FY2022

KEY FINDINGS

Persistent underfunding and weak indexation have eroded financial resilience.

Workforce shortages and rising award wages have increased reliance on costly agency staff.
Compliance and reporting requirements have grown faster than available overhead funding.
Digital infrastructure investment has lagged, constraining efficiency and service insight.

Demand for services continue to grow, but program pricing and policy settings remain static.

POLICY IMPLICATIONS
FUND TO REFLECT TRUE DELIVERY COSTS, stabilising service quality and enable reinvestment in standards.

INVEST IN WORKFORCE SUSTAINABILITY, NOT SUBSTITUTION to improve continuity of care, strengthen
organisational culture, and reduce escalating temporary labour costs.

RESOURCE DIGITAL AND COMPLIANCE INFRASTRUCTURE to improve accountability, reduce duplication,
and free frontline capacity for service.

INTRODUCE TRANSITIONAL SUPPORT IN REFORM CYCLES to safeguard workforce stability and minimise
disruption to vulnerable clients.

RECOGNISE LIMITS TO DIVERSIFICATION preserving continuity and quality of life outcomes.



Case Study 5 NEW SOUTH WALES

£ L \\Vere keeping our head above
water that's all”
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OVERVIEW

A regional social services organisation operating across
western New South Wales, delivering homelessness,
domestic and family violence, and financial counselling
programs. The organisation faces acute workforce
shortages, short-term funding cycles, and rising service
delivery costs across vast geographic areas. Despite strong
community trust and an embedded local workforce, limited
indexation and ongoing reform cycles have left the
organisation stable but static, sustaining essential services
through discipline and commitment rather than growth or
necessary reinvestment.

Administrative costs increased by 27% since FY2022-23
99% of total revenue came from government funding

Donations decreased by 75% in FY2023-24

Travel and outreach costs increased by 78% since FY2022-23

KEY FINDINGS

Short-term and contribution-based funding cycles prevent long-term planning and investment.
Rising costs of regional delivery, travel, and compliance erode already thin operating margins.

Locally recruited workforce builds cultural trust and service continuity but increases training and
supervision costs.

Administrative and reporting requirements have intensified, reducing frontline capacity.

Despite service demand growth, alternative income sources remain unviable in the regional economy.

POLICY IMPLICATIONS
FUND FOR CONTINUITY AND CAPABILITY, NOT JUST OUTPUTS

RECOGNISE REGIONAL COST INEQUITIES including the higher cost of outreach, fuel, travel and dispersed
service delivery:.

STABILISE CONTRACTING ARRANGEMENTS to improve certainty, retention and strategic planning.
SUPPORT LOCAL WORKFORCE PIPELINES to sustain service quality and regional employment pathways.
ALIGN GOVERNANCE AND REPORTING REQUIREMENTS WITH ORGANISATIONAL SCALE AND CAPACITY

ACKNOWLEDGE STRUCTURAL RELIANCE ON GOVERNMENT FUNDING to address the need for ongoing,
reliable public funding to maintain service equity.
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Case Study 6 AUSTRALIAN CAPITAL TERRITORY

£ L \\Vere being asked to do
more with less - again”

OVERVIEW

Operating across the ACT and regional NSW, the
organisation provides aged care, disability, family violence,
housing, and mental health services. Despite strong
governance and prudent financial management, sustained
cost transfer from government to providers has created an
environment of operational strain  and workforce
compression.

90% of revenue derived from government contracts
Workforce costs increased by 14% (2021-24)

Insurance and compliance costs rose 400% and 600/0, respectively

Organisation reduced staffing FTEs while maintaining client coverage across 8 service regions

KEY FINDINGS

Indexation fails to reflect wage and superannuation growth.
Market consolidation in aged care and disability erodes diversity and quality.
Compliance duplication diverts resources from frontline delivery.

Leadership reports rising “‘compliance fatigue” and workforce burnout.

POLICY IMPLICATIONS
CLOSE THE UNFUNDED WAGE GAP through realistic, transparent indexation.

PROTECT DIVERSITY IN SERVICE MARKETS by supporting mid-sized community providers.
ADOPT RISK-BASED COMPLIANCE FRAMEWORKS to reduce duplication.

INVEST JOINTLY IN WORKFORCE DEVELOPMENT AND SHARED DIGITAL INFRASTRUCTURE.
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Case Study 7 WOLLONGONG

£ € It's a system that rewards
compliance more than care”

OVERVIEW

A regional not-for-profit delivering counselling, aged care,
disability, housing, and emergency relief across the lllawarra,
Shoalhaven, Macarthur, and Southern Highlands. Operating
in a post-COVID environment of housing stress and
administrative reform, the organisation faces mounting
compliance complexity and growing service demand.

Administrative costs up 72% (2021-24) due to reporting reforms
Workforce is 82% women and 70% part-time, doubling supervision costs

Waiting times for counselling and housing support increased by 30% since 2022

IT and compliance expenses now account for over 10% of total costs

KEY FINDINGS

Administrative duplication consumes staff time and restricts responsiveness.
Unit pricing and static indexation fail to reflect the true cost of care.
Gendered workforce structure amplifies hidden costs and compliance load.

Service triage and waitlists have become structural features of demand management.

POLICY IMPLICATIONS
STREAMLINE REPORTING FRAMEWORKS to reduce administrative duplication.

RECALIBRATE PRICING MODELS to reflect the true cost of complex care.
EMBED GENDER AND PART-TIME LOADINGS within workforce funding policy.

CREATE MATCHED-CAPITAL PROGRAMS to support innovation and diversification while
preserving mission integrity.

-
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POLICY REFORM FRAMEWORK

To ensure sustainable and effective delivery of social services across
Australia, governments should take coordinated steps to modernise
funding, contracting, and oversight frameworks in line with the
realities evidenced across the case studies.

PROPOSED POLICY ACTIONS - AT A GLANCE

— R o _— v
FUN R THE FULL ST OF DELI\ Y

Ensure contracts reflect the real cost of services, workforce, housing,
technology, and compliance, to maintain quality and sustainability.

@)

. CREATE A SOCIAL SERVICES COST INDEX
Develop an ABS-led index that aligns annual indexation with actual
cost movements across the sector.

. PROVIDE TRANSITIONAL CAPITAL FUNDING
Support providers to meet new policy or regulatory costs without
disrupting frontline delivery.

. STRENGTHEN DATA AND TRANSPARENCY
Build shared data systems to track commmunity need, service gaps,
and funding impacts.

. COORDINATE SECTOR CAPABILITY BUILDING
Implement the National Not-for-profit Blueprint through joint
leadership to develop skills, governance, and digital capacity.

. ENHANCE GOVERNMENT NOT FOR PROFIT LITERACY
Embed delivery knowledge and partnership culture across
government to modernise funding and co-steward outcomes.

LE\Vith reform, financial security will
improve, organisations can deliver
higher quality services and Australian
communities will reap the benefits”
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CATHOLIC SOCIAL SERVICES AUSTRALIA

Catholic Social Services Australia (CSSA) advocates for the Church's social service
ministry. It is the peak body for Catholic social service providers. CSSA is committed to
advocating for compassionate socio-economic policies that uplift the lives of
vulnerable people in our society. They are the conduit for enduring social change.

UWA PUBLIC POLICY INSTITUTE

The UWA Public Policy Institute (UWA PPI) exists to proactively shape Western
Australian and Australian policy landscapes, bridging research, expertise, and
community insight to inform meaningdul change. The UWA PPl aims to act as a
conduit between researchers and thought leaders, policymakers, and Australian
communities, to ensure that practical and evidence-based policy is implemented.

THE CENTRE FOR PUBLIC VALUE UWA
AND THE UWA PUBLIC POLICY INSTITUTE

The Centre for Public Value UWA (CPV) has recently merged with the UWA PPl as a
research subsidiary, strengthening UWA PPI's capacity to influence and inform public
policy at state and national levels. As part of the UWA PPI, the CPV's research will now

contribute directly to the Institute's broader mission of connecting academic insight with

policymakers and communities to drive meaningful, evidence-informed change.

Professor David Gilchrist is Research Director at the UWA
Public Policy Institute, Foundation Director of the Centre for
Public Value at the University of Western Australia’s Business
School and is a professor of accounting at that institution. He
has received funding from governments, peak bodies and
individual  organisations for various research projects
predominantly related to the Not-for-profit human services
sector, Not-for-profit accounting and financial reporting,
sustainability and outcomes reporting, and policy and practice
related to these areas. He has been a director of several human
services organisations over past years and is currently a director
of a policy-focused charity in the education area.

Ben Perks is the Senior Policy and Engagement Officer at the
UWA Public Policy Institute and Senior Research Fellow at the
Centre for Public Value in The University of Western Australia
Business School. His research interests include not-for-profit
sustainability, economics of human services and welfare,
government systems change, economic mobility, inequality
and poverty, and social program evaluation. Ben has previously
worked in policy development for the Department of Social
Services, contributing to major initiatives including the
Not-for-profit Sector Development Blueprint and the
Community Sector Grants Engagement Framework.
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