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MentalHealth
Victoria

25 June 2026

Dear Premier Allan, Treasurer Symes and Minister Stitt,

Urgent: Victorian Government must fund Fair Work Commission SCHADS Award wage
increase for community mental health services

We write on behalf of our Associate community mental health organisations across the state to
call on the Victorian Government to fund the full cost of increased wages arising from recent
Fair Work Commission (FWC) decisions affecting workers under the Social, Community, Home
Care and Disability Services (SCHADS) Award, effective from 1 July 2026.

This presents an immediate funding threat for services that Victorians depend on.
What the decisions mean for providers

On 2 June 2026, the Fair Work Commission determined a 4.75% national wage increase
effective from the first full pay period on or after 1 July 2026, covering workers under the
SCHADS Award. This follows the Commission's separate finding of systemic gender-based
undervaluation in the same Award.

Together, these decisions represent the most significant wage reform in the community services
sector in years.

To be clear, MHV strongly supports these outcomes for workers. But the vast majority of our
Associates are not-for-profit service providers operating under fixed government contracts. They
cannot pass increased costs on to Victorians accessing their services. When Award obligations
rise and funding does not, Victorians simply miss out. Organisations are forced to reduce
services, cut jobs or pare down critical service improvement efforts.

Wages represent 70-t0-80% of total operating costs for most community mental health
organisations. Increasing these costs could jeopardise the overall viability of Victorian services
and programs.

A move that would follow precedent

There is precedent for government to act to avoid market failure. At the national level, when the
FWC delivered its Aged Care Work Value decision in 2024, the Commonwealth Government
committed funding to cover the resulting cost increase for aged care providers; precisely
because providers cannot absorb wage increases that arise from national industrial decisions.
The same logic applies here.



The Victorian community mental health workforce cannot afford attrition

The wage increase further stretches a sector under strain. 73% of sector respondents to MHV’s
State of the Sector survey reported understaffed workplaces. Without a corresponding uplift in
provider funding, the FWC’s decision to correct worker undervaluation will widen the current
workforce gap in a predominantly female workforce.

The health care and social assistance industry (which includes most community services)
employs around 604,200 people in Victoria. 76% of these employees are women.

This issue strikes at the heart of gender equality in our state.

In 2024, Victoria became the first jurisdiction in Australia to legislate gender responsive
budgeting. The FWC’s gender undervaluation decision is a significant step toward pay equity
for a predominantly female workforce. Failing to fund it through provider contracts would
undermine that commitment in practice. Women across Victoria will carry the cost of
government inaction.

Our ask
We ask the Victorian Government to:

1. Fully fund implementation of the 4.75% increase from the SCHADS Annual Wage
Review: Issue a clear public commitment that Victorian Government-funded community
mental health service contracts will be varied or supplemented to meet the full cost of
the 4.75% Annual Wage Review increase from 1 July 2026. This should also cover the
administrative costs of implementation.

2. Develop a gender undervaluation funding response: Engage with MHV, VCOSS,
and other relevant peak bodies to develop a funded implementation pathway for the
gender undervaluation decision. This should include the proposed transitional
Schedule E increase from 1 October 2026 and the broader proposed classification
restructure to from 1 October 2027.

3. Establish a mechanism for ongoing alignment: Commit to a longer-term approach
that ensures provider funding keeps pace with all relevant Award obligations as a
standard approach to grant and contract management, not a crisis response.

This letter is co-signed by the MHV Associates listed below. We welcome the opportunity to
meet with you to discuss this further.

Sincerely,

He-

Phillipa Thomas
Chief Executive Officer
Mental Health Victoria
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