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Introduction
VCOSS welcomes this Inquiry into the Portability of Long Service Entitlements. Improving
portability of long service leave entitlements within the community services sector would benefit
sector employees. The sector itself could also benefit to the extent that a portable long service
leave scheme assisted organisations to attract and retain employees within the sector. However a
portable long service leave scheme is also likely to result in increased costs for community sector
organsiations. Any additional costs of imposing such a scheme must not be borne by the
community services sector, as this will result in reduced services for Victorians facing
disadvantage.
This Inquiry follows an attempt to establish a community services sector portable long service
scheme in 2010, when the Community Services Long Service Leave Bill was presented to the
Victorian Parliament. The Bill ultimately was not passed in Parliament. Its drafting had followed a
government-led consultation, research and modelling process that led to the proposal for a
compulsory community services long service leave scheme with a centralised model of
administration. At that time, there was widespread (but not universal) in-principle support for a
community sector portable long service leave scheme, provided it was one that would not result in
a net increase in costs (as this would lower service provision), and would be administratively
simple.
Since 2010, the environment in which community organisations operate has substantially changed.
In 2012, Fair Work Australia found employees under the Social, Community, Home Care and
Disability Services Industry (SCHADS) Award were paid at lower rates than similar employees in
other sectors, and granted community sector pay rises of between 19 and 43 per cent, between
2012 and 2020. There has been a greater emphasis on client-centred service provision, with
increased choice and control for clients, including the roll-out of the National Disability Insurance
Scheme. The community services sector has also grown substantially. This means that much of
the research and modelling undertaken prior to 2010 may now not be relevant.
This submission considers the objectives of a community sector portable long service leave
scheme, which organisations might be included in such a scheme, and the impacts of such a
scheme on community sector organisations.
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The objectives of a community sector
portable long service leave scheme
Community sector organisations have long been concerned about their ability to attract and retain
workers. The community sector workforce grew by 80 per cent across Australia between 2000 and
2014.1 VCOSS estimates that there are around 97,000 employees in sector in Victoria.2 There is
an expectation that the workforce will continue to grow significantly into the future.3 Alongside this
growth, turnover in the sector is relatively high, and length of service is relatively low. 4 Growth and
turnover limit the community sector’s ability to attract and retain a skilled workforce, which is vital to
the wellbeing of many people the sector supports.
At the time of the 2010 proposed portable long service leave scheme, it was widely accepted that
its purpose was to assist in attracting and retaining skilled and experienced employees. Early on in
the development of the scheme, then Premier John Brumby stated that the establishment of a
portable long service leave scheme was part of a range of measures aimed at strengthening the
sector and encouraging workforce retention.5 Employees in the community sector have traditionally
been underpaid relative to similar jobs in other sectors and portable long service leave was seen
as an additional low-cost benefit to employees.6
However, at the time there was little evidence presented that a portable long service scheme
would assist in attracting and retaining staff in the community services sector. While turnover within
organisations is relatively high, it is not known whether employees are remaining in or leaving the
community sector. This means it is unknown how many employees will substantially benefit from a
community sector portable long service leave scheme.
Factors believed to affect employee turnover rates are low pay and lack of career pathways within
organisations. The Fair Work Australia 2012 Equal Remuneration Order introduced award pay
rises, which are being progressively introduced over the years up to 2020. These pay increases
have meant community sector employees are less underpaid than previously. Many community
service organisations are also merging and growing, creating greater opportunities for career
advancement within these organisations. Research is needed to assess whether these factors
have reduced turnover within organisations and the sector as a whole.

1

Community Services & Health Industry Skills Council, 2015 Environmental Scan - Building a Healthy Future: Skills,
Planning and Enterprise, 2015, p.11.
2
VCOSS, Strengthening the State: A snapshot of Victorian Sector Charities, VCOSS, 2015, p14. Note: this figure relates
to charities registered with the Australian Charities and Not-for-profit Commission only.
3
Community Services & Health Industry Skills Council, op cit, p.11.
4
VCOSS & DHS, Community Sector Workforce Knowledgebase Project 2012, DHS, 2013, p.16.
5
PricewaterhouseCoopers, Community Services Sector Portable Long Service Leave, Department of Human Services,
May 2010, p.1.
6
PricewaterhouseCoopers, Community Services Sector Portable Long Service Leave, Department of Human Services,
May 2010, p.9.
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A portable long service leave scheme may be of benefit to community sector employees. Given the
lack of evidence that a portable long service scheme will meet the objective of attracting and
retaining employees in the sector, VCOSS suggests research be commissioned by the Victorian
government on how such schemes would affect the workforce, as part of determining whether to
implement a scheme for the community sector.
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Scope of a portable long service leave
scheme for the community sector
One of the most important issues regarding a community sector portable long service leave
scheme, is which type of community service organisations would be included in it. There are a
range of definitions applied at different times to the community sector. These can expand or
contract its perceived size, scope and purpose, depending on the concept of the sector used. For
the purposes of a community sector portable long service leave scheme, if a broad definition were
used and a broader range of organisations included, this would lead to lower administrative costs
per employee registered in the scheme. Using an activities-based approach would be a simple
means of identifying who was to be included and excluded from the scheme, provided the
classification of activities was an appropriate and meaningful one for the sector.
The 2010 Bill defined the community sector by activity and included:


training and employment support, or employment placement, for persons with a disability
or other persons who are vulnerable, disadvantaged or in crisis;



financial support or goods for the assistance of persons with a disability or other persons
who are vulnerable, disadvantaged or in crisis;



accommodation, or accommodation-related support services, for persons with a disability
or other persons who are vulnerable, disadvantaged or in crisis;



home care support services for persons with a disability or other persons who are
vulnerable, disadvantaged or in crisis;



other support services for persons with a disability or their carers or persons who are
vulnerable, disadvantaged or in crisis;



community legal services, community education and information services, or community
advocacy services;



community development services;



fundraising assistance for community groups; and



services providing assistance to particular cultural or linguistically diverse communities.

This definition was developed from the Australian Institute of Health and Welfare’s National
Classification of Community Services, the Australian Bureau of Statistics industry classification
and the service activity classifications adopted by Department of Human Services as part of its
funding processes. The definition focused on service activities rather than on services for specific
demographic groups. Unfortunately, at the time there was some confusion in the sector about
which organisations were to be included. This is partly because community sector organisations
did not necessarily identify with the activities listed and many did not easily fit these categories.
There are alternatives for defining the community services sector for the purposes of a portable
long service scheme. The building and construction industry scheme uses occupations to identify
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the building and construction employees who are eligible for portable long service leave. This
would be more difficult for the community sector, which is more diverse and can have less defined
occupations.
A better activities-based approach would be to use an organisation’s primary activity as reported
to the Australian Charities and Not-for-profit Commission (ACNC) in the Annual Information
Statements (AIS) (see Table 1). Provided the type of activities included in the scheme were clear,
using the reported primary activity has the advantage of using an organisation’s own reporting,
thus making it easier for organisations to identify whether they are included in the scheme.
Table 1: Types of community sector organisations by main activity
Main activity as
specified in the AIS

Types of organisations

Aged care activities

Residential aged care, meals on wheels, community care, hostels

Civic and advocacy activities

Peak and advocacy organisations for disability, women’s health, child
abuse and neglect, culturally and linguistically diverse groups

Economic, social and community
development

Neighbourhood houses, Aboriginal community controlled organisations,
youth services, men’s sheds

Emergency relief

Emergency relief services, neighbourhood houses

Employment and training

Adult education, youth services, Local Learning and Employment
Networks, neighbourhood houses, employment services

Housing activities

Community housing, housing co-operatives, housing support groups

Income support and maintenance Trusts/foundations/information and support centres
Law and legal activities

Community legal centres

Mental health and crisis
intervention

Mental health, crisis support, drug and alcohol services

Other education

Kindergartens, early childhood services, U3A

Other health service delivery

Community health, Aboriginal health cooperatives, women’s health
services

Social services

Family services, foster care, community support, sexual assault
services, disability services, services for culturally and linguistically
diverse communities, family violence services, GLBTI services

Table 1 encompasses the majority of the community services sector in Victoria. There are
organisations who are not registered with the ACNC, but which undertake the same activities. The
inclusion of these organisations in a community service portable long service leave scheme would
broaden the scope further. Other than primary activity undertaken, the only factors for inclusion
should be that organisations are not-for-profit and non-government.
VCOSS Inquiry into Portability of Long Service Leave Entitlements

6

In the lead-up to the tabling of the 2010 Bill, some community sector organisations felt the broad
scope of the proposed scheme did not reflect typical mobility patterns for their employees. These
organisations saw greater mobility between their own sub-group and other sectors, such as
government or for-profits. This may have become more significant as employees are increasingly
required to have minimum specialist qualifications. For example, educators working in a
kindergarten or childcare centre now require a minimum qualification of Certificate III in Early
Childhood Education and Care. This would suggest employees are more likely to move within a
sub-sector or to for-profit or government sectors offering similar services. However, there is little
evidence available on the movement of employees to, from and within the community sector.
Some sub-sectors of the community sector may prefer to limit portability within their sub-sector.
Indeed some sub-sectors have established portability of long service leave within their sub-sectors
through collective enterprise and other agreements. For example, community heath and
community legal centres have portability of long service leave within their respective sub-sectors.
However, this does not mean that these sub-sectors may not wish to join a community services
sector scheme. For example, the Neighbourhood Houses and Adult Community Education
Centres Collective Agreement, which includes portability of long service leave between
organisations under the agreement, has a clause that transfers portability across the whole
community sector if such a scheme develops.
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Effects of portable long service leave
entitlements on community sector
organisations
For community sector organisations, the greatest effect of a portable long service leave scheme
will be the increased costs they will bear as a result. Costs for long service leave are likely to rise
for organisations, as more employees become entitled to long service leave. There will be varying
establishment costs depending on the model used to operate the scheme. Further, an
administratively simple scheme (for organisations) may be more expensive to operate, but may
reduce administrative costs within organisations.
In developing the 2010 portable long service leave scheme, the sector sought an administratively
simple scheme for organisations. A number of options were canvassed for its operation and a
Central Fund Model was proposed. Under this model the management of long service leave
portability is centralised with a single fund manager. This could be by a statutory authority or
company limited by guarantee. Employers register their employees and pay a regular levy to that
fund manager, which manages funds and distributes employee entitlements.
The modelling undertaken to develop the 2010 proposal showed the Central Fund Model was the
least costly and easiest for community service organisations to implement. The Central Fund
Model is used by the Building and Construction Industry in Victoria and the community services
sector in the Australian Capital Territory.
While the simplest and cheapest model was proposed, administrative complexity became an issue
because most employees in the community services sector are on workplace or other agreements
where long service leave accruals are superior to those specified in the Victorian Long Service
Leave Act 1992. The proposed scheme in 2010 would have only managed the minimum
requirements of the Act, which would have led to a ‘doubling up’ of accruals, bookkeeping and
maintenance of accurate records by both the employer and the central fund manager. To ensure
administrative simplicity for organisations, the central fund should be able to manage long service
leave entitlements that are above the legislated minimum. However, this may incur an additional
cost to community sector organisations, as the cost of managing the scheme by the central fund
would increase.
The Central Fund Model operates by levying a proportion of the gross wage costs of an
organisation over the relevant period. For example, the ACT community services portable long
service leave scheme commenced with a levy of 1.67 per cent of ordinary wages of employees.
The levy may be partially offset as assets grow in a central fund and the earning on these assets
becomes higher. Increased earnings should result in the charges associated with a centralised
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scheme becoming lower over time. In April 2015, the ACT scheme lowered its fees to 1.6 per cent
of ordinary wages.
Modelling in 2009 indicated costs were likely to rise for most organisations if a portable long
service leave scheme was introduced, because more community sector employees would become
eligible for long service leave. There are two main factors that determine the additional cost of a
portable long service leave scheme for a particular organisation:
1. The rate of staff turnover within the organisation
The higher the rate of turnover, the greater will be the cost. Currently, a high turnover rate
produces a low cost for long service leave benefits, because relatively few employees become
eligible for long service leave. The higher the rate of turnover, the greater will be the difference
between the payments made to the central fund rate and the organisation’s current long
service leave costs.
2. The organisational practices of accruing for long service leave liabilities
If the employer currently delays establishing reserves for long service leave until employees
have a number of years' service, the cost impact will be greater than if the employer reserves
employees' full long service leave entitlements from commencement of the employees’ service.
Under a portable scheme, employers will have to commence payment to the fund manager
from the commencement of employment.
Unfortunately any additional costs borne by community organisations will result in a reduction in
service provision for people facing disadvantage in Victoria. This will be a threshold issue for many
employers, given that the benefits to organisations, if any, will take time to realise and that there
will be a net cost impact for organisations already stretched to provide services. Community
organisations already face rising costs associated with wages, salaries and other non-salary items
needed to operate. Costs have risen at a greater rate than the 2.0 per cent indexation rate applied
to Victorian government funding of community services over the 2012-15 period. Wages rose on
average 2.83 per cent per annum and non-wage components (prices) have risen on average 2.38
per cent per annum over this period. VCOSS calculates community service organisations overall
sustained a 2.63 per cent cut in real funding during the 2012-15 period, due to inadequate
indexation (including a failure to fully fund mandatory superannuation increases).
The Commonwealth Government’s funding indexation has also been inadequate, including being
zero in some instances. Further, the Commonwealth Government has made $1 billion worth of
cuts over four years to vital community services. These include $500 million from Aboriginal and
Torres Strait Islander services and programs. There is also likely to be further cuts of $600 million
over four years, with other foreshadowed cuts to health funding for chronic disease prevention,
alcohol and drug treatment and rural and remote health services.
These funding cuts are already leading to reduced services for the people in greatest need around
the country, such as those experiencing financial crisis or family breakdown, children at risk,
vulnerable young people, new mothers and babies, people facing eviction and homelessness,
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carers in need of respite, those struggling with drug and alcohol addictions, and those with mental
health problems.
If governments do not cover the additional costs of a portable long service leave scheme and
continue to apply an indexation rate that falls below the rate at which costs are increasing, funding
will continue to fall in real terms. Community organisations must then cut their operational
expenditure. An independent report found the community sector has already made significant
productivity gains, and that achieving further gains would be difficult because of the labourintensive, people-oriented nature of its services7. Cutting expenditure means people needing
support will receive a lower standard of care, or that fewer people will get the support they need.
The Victorian Government must cover any additional cost of the scheme for community
organisations which it funds. Further, the Commonwealth Government will need to ensure
community organisations it funds are able to maintain levels of service provision.

7

Allens Consulting, How many wheelchairs can you push at once?’ — Productivity in the community service organisation sector in
Victoria, Victorian Council of Social Service, 2008.
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Conclusion
In considering whether to introduce a portable long service leave scheme for the community
services sector, it is essential to consider whether a scheme would achieve its objective of
assisting the sector to attract and retain staff. This will require research regarding the movement of
community sector employees into, within and out of the sector.
In deciding whether to implement any recommendation for a community services sector portable
long service leave, the Victorian Government needs to consult widely with the community services
sector. The main issues needing resolution are:


Which organisations would be within the scope of the scheme and how would this be
determined?



What type of scheme would be effective while remaining simple for employers to administer
and manage?



How would any additional organisational costs resulting from the scheme be paid?

A skilled and experienced community sector workforce is vital to the wellbeing of many people
facing disadvantage. Further work is required to determine whether a portable long service leave
scheme would assist in attracting and maintaining the community sector workforce, and therefore
build the community sector’s ability to play its vital role of supporting people to overcome
disadvantage and build brighter futures.
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