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INTRODUCTION

LHMU welcomes this opportunity to present our 2010-11 Budget submission to the Federal
Government.

The LHMU represents the majority of direct care and support workers employed in the residential and
community aged care sector in WA, SA, ACT, NT and Qld. Whilst coverage and titles may change slightly
state by state the LHMU represents Enrolled Nurses, Carers/Patient Care Assistants/ Nursing Assistants
and all Cleaning, Catering and Laundry staff. With an ageing population and longer life expectancy the
importance of the work of our members is becoming more prominent and visible to the community as
families have to make the difficult arrangements for the care of their elderly loved ones.

The message that LHMU aged care members consistently state is that they are understaffed and
undervalued. There is current debate around the shortfall of registered nurses working in aged care.
This deserves the Government’s consideration however it should be considered in the context of the
issues faced by all workers in the aged care sector.

LHMU members, 75% of the aged care workforce, are engaged directly in assisting in the activities of
daily living of the frail aged. Their contribution towards the quality of care outcomes, and the dignity of
our aged, is immeasurable. This was summed up recently by Senator Helen Polley who, when speaking
from personal experience with her mother, said:

... I cannot speak highly enough of those people who are caring for her... So we’ve been very
blessed. And like | said, those people who work in the sector are very motivated, very caring
people that obviously because of the time it takes to deal with older people in terms of when
they need to be exercised and walked and some need to be fed, it all takes time. So we do need
to look at the ratio issue and we certainly have to look at pay parity for those working in the
industry as opposed to working in general health and acute care, because no one sector is more
important than the other.’

This submission is about the issues members consistently raise. They are:

Remuneration of aged care workers;
Indexation of subsidies;

Mandatory staff inductions; and

Staffing ratios in residential aged care facilities.
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EXECUTIVE SUMMARY

This submission is the result of comprehensive consultation with our members and continuous internal
research into aged care issues. As a stakeholder in the aged care sector this Union has particular
interest in the sector’s workforce issues. Since the introduction of the Aged Care Act 1997 there has
been a substantial number of enquiries, reviews, research and reports into the aged care industry
however the Government’s responses to the workforce issues that have been highlighted have
invariably been addressed by stop gap measures, such as the Conditional Adjustment Payment. LHMU
believes that the recommendations contained in this submission will go a long way towards addressing
the issues such as declining staff numbers and high staff turnover in a constructive and permanent
manner.

In summary our recommendations are:

Remuneration of the aged care workforce

1. The Federal Government set benchmarks of minimum rates of pay for aged care workers in
order to achieve wage parity with equivalent positions in the public health systems;

2. the benchmark rates of pay will be the equivalent to wages of similar classifications in the public
hospital sector (for the year 2010-11 be set at $25 per hour for enrolled nurses and $20 per hour
for Certificate Ill qualified personal carers);

3. the Federal Government make available additional, dedicated funding to aged care providers for
employees' wages; and

4. Wages funding be quarantined and only paid to those providers who demonstrate through
registered industrial agreements that the benchmark rates of pay are being paid to their
workers.

Indexation of Aged Care Subsidies

1. That the indexation method be reviewed as recommended by the Senate’s Standing Committee
on Finance and Public Administration in its Report on Residential and Community Aged Care in
Australia.

2. Asfrom 1 July 2010, and until such time as the indexation method is reviewed and revised, the
Consumer Price Index for the year ending 31 March be used to index the Federal Government’s
aged care subsidies currently indexed by the COPO Index.

Mandatory Staff Induction

1. Amendment of the aged care regulations and Principles requiring aged care providers in receipt
of Federal Government subsidies to ensure all new employees are required to attend inductions
before commencing employment in the industry.

2. That the LHMU, the aged care union, facilitate the component of inductions that relates to
wages and working conditions.



Minimum Staff to Resident Ratios

1. The Government commission and fund research into staff to resident ratios in residential aged
care facilities to determine:
e the staff to resident ratios currently operating in residential aged care facilities;
e the ratios required to achieve optimal quality of care outcomes; and
e the mechanisms, including quarantined funding for wages, best suited to implement
and obtain the optimal staffing ratios.



RENUMERATION OF THE AGED CARE WORKFORCE
The Issue

The Australian population is ageing. Treasury predicted in its second Intergenerational Report that the
85 years and older cohort of our population will quadruple in the next forty years to represent 5.6% of
the total population. It is estimated that by 2050 over 400,000 people will be residing in aged care
facilities. The prevalence of dementia and co-morbidity is also expected to rise dramatically, increasing
the demands placed upon the aged care workforce.

The residential and community aged care sectors are labour intensive industries. Achieving quality of
care outcomes now and into the future requires an adequate and stable workforce sufficiently skilled to
provide quality care. As noted elsewhere in this submission there is a significant, current shortage of
direct care workers in residential aged care. There is abundant literature which identifies key
contributing factors:

e the ageing of the aged care workforce - 60% aged over 40 years and 13.5% aged over 55 years;

e a high staff turnover rate of 25% p a; and

e alow retention rate, with only 28% of direct care workers remaining at the same place of
employment for more than 6 years".

It has been well documented that the major problem in attracting and retaining aged care workers is the
poor rates of pay. This was noted by the Productivity Commission when it said:

The reason most commonly cited by employers experiencing difficulties in attracting and
retaining staff in the aged care sector is the substantially lower remuneration of its employees
compared with similar employment settings".

This point was also made by the Senate Committee when it said:

The difficulties in retaining aged care staff in a context in which the sector is unable to match let
alone compete with the wages and conditions offered by other sectors was highlighted in
evidence".

There have been a number of Government incentives to assist aged care providers to pay more
competitive wages and to encourage participation in the aged care workforce. These include $211
million allocated over 4 years in the 2002-03 Budget, $877.8 million allocated over 4 years through the
Conditional Adjustment Payment (CAP) in the 2004-05 Budget, $21 million allocated over 4 years in
2004-05 Budget under the Support For Aged Care Workers program, $6.9 million allocated in the 2009-
10 Budget under the Bringing Nurses Back into the Workforce program, and $2 billion allocated through
a 4 year extension of the CAP in the 2009-10 Budget.

Despite these initiatives wage outcomes in the aged care sector have not improved relative to other
health care sectors and aged care workers remain amongst the lowest paid workers overall. The LHMU
concurs with The Productivity Commission’s finding that there are two main reasons for this:



First, the extra funding is broadly similar to funding increases in the acute care sector. Second,
there is no requirement on aged care providers to direct the extra funding towards paying
higher wages to their worker. (Emphasis added)’.

Whether aged care providers have the financial capacity to significantly raise wage rates without
additional Federal Government financial assistance is a moot point. The Government claims record
levels of funding for aged care, yet the overwhelming message from providers is that they are under
significant financial pressure and do not have the capacity to improve their workers’ conditions.
Regardless of the merits of the arguments aged care workers remain poorly paid. Past experience
informs us that this will continue to be so until such time as a mechanism is put in place to ensure that
funding flows through to wages. As was noted by Martin B. and King D.:

Pay is an important symbolic indicator of the value placed on work by employers and the
community. It is understandable that nurses should feel underpaid and undervalued when their
colleagues in acute settings earn significantly more. And PCs and CCWs who legitimately view
their work as of great social value feel slighted when they see their children earning similar
wages to themselves in check-outs at the local supermarket. Indeed, the symbolic value of
increased pay is likely to be substantial, and to have direct effects on job satisfaction and
commitment”.

The LHMU believes that the Federal Government must take the lead and act decisively on the issue of
delivering fair and attractive conditions to the aged care workforce by:
e setting benchmarks of minimum rates of pay for aged care workers attractive enough to be
competitive against other health care sectors and reduce turnover rates ; and
e providing dedicated funding to providers who meet those guidelines.

For the aged care sector to attract and retain direct care workers the rates of pay offered need to be
competitive against other health care sectors. Across Australia, LHMU members would need to be paid
in the order of $25 per hour for enrolled nurses and between $20 and $23 per hour for Certificate IlI
qualified personal carers to achieve parity with their colleagues employed in the public health system"".
Likewise cleaning, catering and laundry support workers’ wage rates would need to be increased
proportionate to care workers’ wage rates.

Recommendations

1. The Federal Government set benchmarks of minimum rates of pay for aged care workers in
order to achieve wage parity with equivalent positions in the public health systems;

2. the benchmark rates of pay will be the equivalent to wages of similar classifications in the public
hospital sector (for the year 2010-11 be set at $25 per hour for enrolled nurses and $20 per hour
for Certificate Il qualified personal carers);

3. the Federal Government make available additional, dedicated funding to aged care providers for
employees' wages; and

4. Wages funding be quarantined and only paid to those providers who demonstrate through
registered industrial agreements that the benchmark rates of pay are being paid to their
workers.



Cost

It is estimated that the cost of this initiative is $361.5 million for direct care workers (enrolled nurses
and personal carers). There is insufficient publically available data to be able to cost this initiative
insofar as it relates to aged care support workers.



INDEXATION OF AGED CARE FUNDING

The Issue

Basic residential care subsidies are indexed annually by the Commonwealth Own Purpose Outlays Index
(“COPO Index”). This index is calculated as the sum of 75% of the Fair Pay Commission’s increase to the
Federal Minimum Wage and 25% of the annual March CPI. Since the introduction of the Aged Care Act
in 1997 there have only been four years in which the COPO Index has been equal to or greater than the
CPI, as illustrated in the graph below:

7.00%

6.00%

5.00%

4.00% A —
\ /V\ ——COPO INDEX

0,
3.00% \ e CP| PERTH

2.00% - CPIAUST
1.00% -\/
0-00% 1 T T T T T T T T T T T
N 00 OO0 ©O o4 o MM & 1 O N 0 9
PP
c c < c c c < c c c < c c
=} > =] =} =} =} =] =} > =} =} =} =}
- - - - - - - - - - - - -

The compounding effect of not fully indexing the Federal Government’s funding levels, and the adverse
effect this has had on the residential aged care providers’ financial viability, have been well
documented, including in the Review of Pricing Arrangements in Residential Aged Care (Hogan Review),
The Productivity Commission’s Research Paper Trends in Aged Care Services: Some Implications,
Department of Health and Ageing’s enquiry into the Conditional Adjustment Payment, the Senate
Standing Committee on Finance and Public Administration’s Report on Residential and Community Aged
Care in Australia and in academic and industry research.

The Union believes this failure to fully index subsidies has resulted in sustained downward pressure on
the wage levels of direct care and support workers, to the extent that current wage levels are not
competitive against other health and community care sectors. Again this has been well documented in
the reports mentioned above and in the various submissions made to those enquiries.

In its 2009 general wage setting decision the Australian Fair Pay Commission decided not to increase the
Federal Minimum Wage. The Consumer Price Index for the year to June quarter 2009 was 1.5% and it is
anticipated that the CPl will come in at around 1.75% for the year to March quarter 2010. From these



figures it can therefore be anticipated that the COPO Index to be applied from 1 July 2010 will be around
0.44%. This means there will be virtually no real indexation applied to the Federal Government’s
financial contribution towards the cost of care of our frail aged in the 2010-2011 Budget. This illustrates
the point often made that the COPO Index methodology is flawed. The major component of the Index is
subject to the determination of the Federal Minimum Wage by Fair Work Australia, which may have
little bearing on the particular circumstances pertaining to the aged care industry.

The Union believes that the anticipated 2010-11 indexation of aged care subsidies by an index of 0.44%
or thereabouts will be woefully inadequate. This belief will be shared by the other stakeholders,
including employers.

There has been a number of alternative indexation formulas suggested based, for example, on the
Labour Price Index or average weekly ordinary full-time earning. In the longer term the Union supports
the Senate Committee’s recent recommendations, which are:

e an [independent]review of the indexation formula used for the aged care sector in order to
identify its adequacy in relation to costs faced by the sector and to identify modifications to the
formula if required; and

e consideration be given to an independent mechanism to continually assess the indexation
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formula™.
Recommendations

1. That the indexation method be reviewed as recommended by the Senate’s Standing
Committee on Finance and Public Administration in its Report on Residential and Community
Aged Care in Australia.

2. Asfrom 1 July 2010, and until such time as the indexation method is reviewed and revised,
the Consumer Price Index for the year ending 31 March be used to index the Federal
Government’s aged care subsidies currently indexed by the COPO Index.

Cost

It is estimated that using CPI as the index will result in an overall indexation cost of $165 million, of
which this measure will cost $123.5 million (2009-10 actual indexation cost = $148 million).



MANDATORY STAFF INDUCTIONS — NEW STAFF

The provision of inductions for new employees has, over recent years become standard practice across a
wide range of industries. Employers, including most State Governments, require employees to
participate in inductions before commencing employment to ensure that employees are fully aware of
all issues and legislation that relate to their employment.

Centrally organised induction training will ensure that new aged care employees acquire knowledge that
is often assumed or taken for granted by seasoned employees. Further it will ensure that training and
information requirements are consistent for all aged care workers regardless of employer.

LHMU believes that the Federal Government has a duty to provide all new aged care workers training
and information on their legal responsibilities, the regulations, OHS issues and their minimum
employment rights and conditions.

Once the applicable Aged Care Principles and Regulations are amended it is important that all aged care
workers are made aware of, and understand the implications of changes to the Principles and
regulations. This would go a long way in ensuring that all aged care workers understand and are fully
aware of the Principles and Regulations. This would also assist to prevent breaches of those legislative
instruments.

Finally, LHMU believes that it is vital that all aged care workers are educated about the industry
standards, minimum conditions of employment, minimum wages and employment rights in the aged
care industry. As the aged care Union, LHMU is in the best position to provide this information and as
such should be directly involved in inductions.

Recommendations

1. That the regulations be amended to ensure all new employees be required to attend inductions
before commencing employment in the industry.

2. That LHMU, the aged care Union, facilitate the component of inductions that relates to wages
and working conditions.



MINIMUM STAFF TO RESIDENT RATIOS IN RESIDENTIAL AGED CARE FACILITIES
The Issue

In order to qualify for accreditation providers of residential aged care facilities must continuously
comply with the expected outcomes set out in the Quality of Care Principles 1997. Outcome 1.6 of the
Principles requires that there are appropriately skilled and qualified staff sufficient to ensure that
services are delivered in accordance with these standards and the residential care service’s philosophy
and objectives™.

There is strong evidence that the quality of care is highly dependent upon adequate direct care staffing
levels. If staffing levels fall below minimum staffing levels then quality of care is compromised, causing
increased morbidity, reduced life expectancy, loss of mobility and increased mental and physical frailty
of residents.

LHMU members complain about under-staffing in residential aged care facilities. This is supported by
others. For example Ms Linda Sparrow of Aged Care Crisis, a consumer advocacy group, recently stated
on ABC Radio’s The National Interest program of 29 May 2009:

Nothing is going to change in aged care until there’s a mandated staff-resident ratio, and we
asked Minister Elliot to really bite the bullet on this. We find that particularly in the evening and
night shifts, we have really low staff resident ratios very often. We hear as low as one carer on
for 100 at night*.

As noted in this Union’s submission to the Senate Standing Committee on Finance and Public
Administration there has been a steady decrease in the relative size of the residential aged care
workforce:

The National Institute of Labour Studies’ October 2008 report Who Cares for Older Australians. A
Picture of the Residential and Community Aged Care Workforce, 2007 (“NILS Report”) reveals a
reduction in the size of the workforce relative to the number and dependency levels of residents.
Between 2003 and 2007 the number of aged care places increased by 12.5%, the number of
residents requiring high care increased 4.5% to 70% yet the full-time equivalent of direct care
employees only increased by 11.9%.

Although Outcome 1.6 requires appropriately skilled and qualified staff sufficient to deliver quality care
there are no mandated staff to resident ratios and there has been little research undertaken in Australia
to determine appropriate staffing levels. Most States in the USA have mandated minimum staff to
resident ratios. The Congressional Report Appropriateness of Minimum Nurse Staffing Ratios in Nursing
Homes Phase Il Final Report concluded that:

Strong evidence supports the relationship between increases in nurse staffing ratios and
avoidance of critical quality of care problems. Above identified nurse staffing thresholds,
however, increased staffing does not result in improved quality. Depending on the nursing home
population, these thresholds range between 2.4 — 2.8, 1.15 — 1.30, and 0.55 - 0.75 hrs/resident
day for nurse aides, licensed staff (RNs and LPNs combined), and Registered Nurses, respectively.
Although no significant quality improvements are observed for staffing levels above these



thresholds, ‘qua/ity is improved with incremental increases in staffing up to and including these
thresholds”.

By applying the minimum staffing levels noted above to the Australian situation (and based on data
extracted from the NILS Report and the Australian Institute of Health and Welfare’s Residential aged
care in Australia 2007-08: A statistical overview™), there emerges a picture of significant under-staffing
of residential aged care facilities:

MINIMUM HOURS PER  ACTUALHOURS MINIMUM

OCCUPIED DAY PER OCCUPIED FTE FTE
CLASSIFICATION REQUIRED DAY REQUIRED ACTUALFTE SHORTFALL
Registered Nurses 0.55 0.46 15,803 13,247 2,556
Enrolled Nurses 0.60 0.34 17,240 9,856 7,384
Personal Carers 2.40 1.76 68,959 50,542 18,417
3.55 2.56 102,002 73,645 28,357

LHMU recognizes that determining appropriate staffing ratios is complex and must take account of
various factors including the staff skill mix, resident case mix, the facility’s built environment, time of
day, and location of the facility. There is sufficient overseas evidence supporting the proposition that
quality of care outcomes are significantly compromised if staffing ratios fall below critical levels however
there is a dearth of Australian research into what are the staffing ratios currently applying in residential
aged care facilities and the minimum staffing levels that are necessary to achieve acceptable quality of
care outcomes.

Recommendation

1. The Government commission and fund research into staff to resident ratios in residential
aged care facilities to determine:
e the staff to resident ratios currently operating in residential aged care facilities;
e the ratios required to achieve optimal quality of care outcomes; and
e the mechanisms, including quarantined funding for wages, best suited to implement
and obtain the optimal staffing ratios.
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