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Synopsis
The respondent
Australian Disability
Enterprises employed
a total of 3,325
supported employees,
over 15% of the
supported workforce
nationally.

This paper seeks to identify a range of factors that will contribute to the
viability of an Australian Disability Enterprise. The findings were distilled
from interviews with a group of 10 ADE managers or CEOs, based on a
framework that identified a set of indicators of an ADE’s viability. These
major indicators included financial position, income and expenses, details
of employees, staff, management and board, business activities, and a
set of responses covering a more detailed range of topics. The indicators
considered to be of most interest are detailed under specific topic
headings in the paper. Key messages summarising the respondents’
views on these topics have also been identified.
The ADE sector is extremely heterogeneous, with this diversity apparent
in the size, location and nature of ADE operations. As a result caution
must be exercised in the use of generalisations about the sector, made
on observations of a limited sample of ADE participants. However, from a
synthesis of the responses received, a successful ADE would ideally be
an organisation that had a supported employee workforce above 20
employees with varying support requirements. The ADE would be
operating at a fully funded capacity, maximising its income stream from
the Government. It would engage in several business lines that returned
sufficient profit from a range of customers to ensure the organisation was
not unduly reliant on Government funding.
The ADE would offer goods or services that were logically costed to
ensure a suitable margin was gained after deducting the costs of
production. It would have a sound asset position, very little or no debt and
be able to meet its commitments as and when they fell due. It would have
a board that included people with a diverse range of commercial or
professional knowledge and a CEO or manager with a commercial
background. It would utilise high quality management information
systems and have in place sound business and financial planning
processes. A detailed commercial budget would be in place as well as a
set of key performance indicators.
The ADE would pay around or above the average pro rata wage rate to
its supported employees and provide multiple job options and
opportunities for career development. It would possess (or be working
towards) a QA accreditation in addition to its DES QA accreditation. The
ADE would also be able to build relationships with commercial partners,
be they customers or other ADEs.

The Australian Disability
Enterprises Sector
Australian Disability Enterprises (ADEs)
provide employment for 20,500 people with
severe disability who cannot sustain
employment in the open labour market. More
than 200 organisations funded by FaHCSIA
operate over 600 ADEs nationally. Three
quarters of supported employees have an
intellectual or learning disability.
ADEs are funded by the Australian
Government for the cost of providing
employment support and training for their
workforce. Funding levels for each employee
are determined by an assessment of their
support requirements. ADEs have significant
compliance responsibilities they must meet in
order to receive continued Government
funding. Above all they must be independently
certified as being compliant with a rigorous
Quality Assurance regime.

activities of ADEs are tailored to allow for the
skills and support needs of their employees.
Many of these work activities are labour
intensive and in most cases would be fully
mechanised in a mainstream business. ADEs
regard the provision of employment to people
with disability as their key mission and
consequently will not reduce the size of their
supported workforce, regardless of prevailing
economic conditions. Many ADEs consider
that their dual focus is the source of an
intrinsic tension in the purpose of their
operations.

Unique overhead costs
incurred by ADEs
Disability Enterprises incur unique overhead
costs that arise due to the needs of their
supported employees. For example, to the
extent that the number of employees with low
productivity required to produce a given output
is greater, so will the workspace required be
greater and consequently the rental costs, the
electricity costs, the cleaning costs, and so on.
Commercial enterprises are established to
respond to a market opportunity and recruit
labour to meet the required skills profile.
ADEs, by contrast, select and structure their
business to suit the skill profile of their
workforce.

What are the factors that
drive a successful ADE?
For the purposes of this paper, 10
organisations operating ADEs were
approached to participate in the evidence
collection exercise. The organisations were all
NDS members and were selected on the basis
of their meeting certain financial success
criteria1 and representing a cross section of
the sector.

The duality of focus
ADEs have a dual focus – they provide
employment for people with a disability and
operate a commercial business. The business
—–——————
1

The main initial criteria included ongoing profitability driven
by business activities and a sound asset position.
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Three organisations were based in a
metropolitan centre, five were based in a
regional area and two were based in both
metropolitan and regional areas. All the
organisations bar one operated multiple
business lines, ranging from a minimum of
four to a maximum of ten discrete business

activities. The organisations operated in
Queensland, New South Wales, Victoria and
South Australia.
Four social enterprises were approached to
participate in the exercise, but were excluded
as they had only been operating for several
years and were unable to demonstrate
ongoing profitability. It was felt that for the
purposes of this paper, inclusion of ADEs
would be more instructive. However, one of
the respondent organisations regarded its
employment service as a social enterprise,
while the remainder were disability services
that operated ADEs. However, the social
enterprise received funding from FaHCSIA,
had a specific employee target group (mental
illness) and operated a commercial cleaning
service as its sole business activity. It also
employed almost twice as many general
workers as its supported workforce. Of the
other nine Organisations, two solely operated
as an ADE, while the rest provided multiple
disability service programs.

Supported employee
workforce – an overview of
the respondent organisations
The respondent organisations employed a
total of 3,325 supported employees, over 15%
of the supported workforce nationally (but
representing only 5% of organisations
operating ADEs). This figure does not include
a further 127 supported employees in these
ADEs for which the organisation did not
receive FaHCSIA funding. No organisation
had unfilled supported employee vacancies
and three organisations employed above their
outlet capacity.
Five organisations employed between 20 to 60
supported employees, three employed
between 140 to 250 supported employees and
the remaining two employed over 800
supported employees.
The funding level ratios were as follows – six
organisations had 70% or above of their
supported workforce funded at DMI level four.
Four organisations had significantly lower
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levels of employees funded at DMI level four
including; 11%, 21% and 35%. One
organisation reported no level four funded
employees. Statistics on the ages of
supported employees varied significantly, with
an aged workforce considered to be an issue
of concern in four organisations. The largest
respondent organisation considered that 22%
of its workforce was not suited to employment,
but these employees could not be placed in
day programs in that State.
Regarding hours worked per week by
supported employees, in six organisations the
majority of supported employees worked full
time. Five of those organisations had the
largest number of supported employees. The
remaining four organisations had a lower
average hourly rate worked per week, ranging
from 14 to 22 hours.
For many ADEs, depending on the nature of
their business, access to sizable markets or
population centres is a key factor. However,
there are many examples throughout the ADE
sector of successful partnership arrangements
that enable an ADE to operate on a
sustainable basis. Six of the respondents had
at least one significant commercial partnership
in place with a major business organisation.
Four of those organisations were based in a
regional area, indicating that these types of
partnerships with commercial businesses can
alleviate the need to be proximate to large
population centres.
The respondents believed that ADEs should
ideally be of a critical mass or size – the
number of supported employees was
considered to be an important indicator. Eight
respondent organisations had at least 50
supported employees, while five had over 100
supported employees. Having this many
employees was viewed as providing several
major benefits. Notably, it ensures a significant
income stream in the form of government
funding. It is also indicative of a workforce that
can take on sufficient work and enable
engagement in several business lines, a factor
viewed as essential in spreading or minimising
risk. Greater size will also enable a more
diverse workforce, with a mixture of skills,

productivity and support requirements.

What other factors were
assessed?
In order to assess how successful an ADE is
in its operations, responses were sought from
the participant organisations on the following
topics:
Boards and corporate governance
practices
Sources of income
ADE business activities
The critical importance of sound
costing mechanisms
Supported employee wages
Financial position, capital
management and acquisition
Planning mechanisms and quality
management information systems
The benefits of additional Quality
Assurance accreditation
Skills and backgrounds of the CEO
and management
Ratios of support and other staffing
practices
Fundraising and marketing
Mergers with other ADEs
A summary of the responses and findings are
detailed under the relevant headings below.
Key messages are briefly identified and
summarised at the end of each topic.

Boards and corporate
governance practices
Respondents stressed the importance of a
diverse, experienced and competent board,
with an emphasis on professional
backgrounds and including a strong
commitment to the organisation’s mission.
Boards should also be comprised of a
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sufficient number of members; all but one
organisation had a board with 8 or more
members. Respondents cited
that a particular number of
board members will enable
sufficient diversity of opinion,
knowledge and skills and is
more likely to ensure a
critical mass at meetings
(quorum). Larger Boards (10
plus members) were viewed
as having a tendency to be
unworkable.
The general acumen and
experience of candidates is
seen as extremely important
and prevents an undue emphasis on
qualifications. Skills audits of Boards were
viewed by the respondents as a sound
practice and assisted in ensuring appropriate
Board composition.
Respondents indicated there was a common
use of finance subcommittees to ensure
delivery of accurate, informative reports and
ensure a high level of awareness of the
organisation’s financial situation. Board
reporting processes (to and from) were viewed
as being of critical importance. Boards should
meet at least monthly and receive relevant
financial information, including profit and loss
statements, asset position and performance
against budgets. Boards were uniformly
viewed by the respondents as the key
strategic decision making body in an
organisation and it is therefore imperative that
they are well informed.
Several respondents stressed the key
separation of strategic and operational
matters. The Board’s role was viewed as
strategic and the management’s role was
viewed as operational. Dysfunctional Boards
were viewed as more likely to blur this
distinction and attempt to have a “hands on”
role in operational matters, compromising the
role of the CEO and senior management.
Key Messages:
Board size: Smaller Boards may not

ensure a diversity of skills and opinion,
while larger Boards may be unwieldy.
A variety of skills and experience: Seen
as vital in ensuring informed performance
monitoring and decision making. Skills
audits are viewed as essential practice.
A commercial and strategic focus:
Knowledge of commercial practices is
seen as essential to performance
monitoring and management, while a
strategic focus ensures sound guidance
into the future.
The use of sound reporting processes:
Monthly reports examining profitability,
asset position and performance against
budget are essential.
A separation of strategic and
operational focus is essential: Boards
(strategic) and management (operational)
have very specific roles and should
adhere to them.

Sources of business income
The respondents all clearly indicated that
while Government funding was both essential
and appreciated, an organisation could be far
more autonomous the greater its level of
commercial income. Due to their significant
emphasis on running a commercial business,
most respondents were acutely aware of the
ratio of funding to their ADE’s level of
commercial income. Increasing business
income was also recognised as the only way
an ADE could grow in the current restricted
program funding environment.
Autonomy through profitability was a key
factor in enabling increased freedom to make
important business decisions. These decisions
could include diversification of commercial
operations, more flexibility in labour hiring
practices, capital acquisition practices and
more strategic decisions such as major asset
purchases.
The organisations operating other types of
disability services provided mixed messages
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about the adequacy of funding for these (state
funded) programs. However, shortfalls in
these funded programs were more easily dealt
with if an organisation was in a sound financial
position and with adequate infrastructure in
place.
Another key indicator included the ADE having
a diverse customer base and therefore
multiple business income sources. This
relationship building is considered absolutely
essential as a factor that guarantees
resilience. Respondents discussed two types
of diversity they regarded as important – a
diversity of customers and a diversity of
commercial activities.
The respondents all demonstrated that they
had a broad customer base and all indicated
that they had very deliberately sought to
spread their risk through this factor. Several
organisations had experienced significant
difficulties in the past due to over reliance on a
small number of customers and they were
determined not to allow such a situation to
arise again. Only one organisation considered
itself unduly reliant on a major customer (one
of its business lines had only one customer),
although that ADE also had eight other
significant customers. This organisation’s
major customer was a high profile producer of
one of the country’s most iconic brands and
had made a major contractual commitment to
its ADE partner.
All ADE respondents indicated that engaging
in several business activities was also a
sensible way to spread risk. Six organisations
engaged in at least four discrete business
activities, two engaged in five activities and
one organisation operated ten business
activities. The remaining organisation
operated one business line.
Key Messages:
Government funding is essential, but
over reliance on it is unwise: Increased
business profitability allowed growth,
organisational autonomy and more
freedom to make vital business and
strategic decisions.

A diverse customer base and multiple
business activities reduce risk levels:
Both factors are viewed as essential in
reducing risk through an over reliance on
a particular source of business income.

ADE Business activities
The respondent organisations engaged in a
variety of commercial activities, with some
commonalities evident. The most common
business activities were; packaging (six – four
provided food packaging), ground crews (five),
assembly/manufacturing (four), recycling
(four), timber (four) and cafes/catering/
hospitality (three). Other activities included
mail services and nurseries (two) and laundry,
printing, farming, cleaning, textiles, rag cutting,
car detailing, shop fitting and sign making.
The most common ADE business activities
nationally include packaging, ground crews,
cleaning or recycling and manufacturing. Mail
and document management and assembly are
also provided by a large number of ADEs.
The respondent
organisations had tended
to engage in certain
business activities on the
basis of income
generation and to a lesser
extent, on the quality of
the supported employee
outcome. Most
respondents stressed that
multiple business
activities ensured some
choice of employment
options for supported
employees, or allowed a
career path as employees gained experience
and developed their skills.
Nearly all the respondents indicated that they
engaged in business activities that would
continue to provide strong income flows for the
at least the medium term and generally longer.
Four organisations were involved in production
of goods bound for export markets, where
demand was anticipated to remain constant.
When pressed, most respondent organisations
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indicated that it was very difficult to anticipate
trends and that they did not feel it was
appropriate to take undue risks in predicting
what constituted an emerging business line.
Several respondents indicated that they had
moved out of the provision of certain business
activities, including ground crews, ironing,
farming and screen printing. The reason given
for ceasing these activities was that they did
not ensure a sufficient income stream,
involved undue risks with inventory (screen
printing) and involved expensive capital
outlays that could not be realistically
depreciated (ground crews). The respondents
noted that ceasing a particular business
activity involves significant structural
adjustment. This may include retrenchments,
redeployment of supported employees
(including reskilling), due diligence on
expansion of existing or new business lines
and capital outlays of various degrees of
scale.
Of those business activities considered
sustainable by the respondent organisations,
the following factors were evident:
Ability to provide a value added service
for a large company with high volumes of
production (e.g. timber production,
packaging)
“Capturing” certain activities on the basis
of long term deals with bodies such as
local councils (one organisation cited a
twenty year recycling services MOU)
Involvement in production of goods for
which there always be demand – food
was cited as an obvious example (food
packaging was a lucrative activity for four
organisations)
Activities for which significant mark ups on
products could be obtained – two
organisations cited their nursery
operations as examples
Most respondents stressed that multiple
business lines and income steams provided
the best insurance against downturns in
particular business activity or loss of a
customer.

Key Messages:
ADEs tend to engage in particular
business activities: Packaging, ground
crews, recycling, assembly and
manufacturing were among the most
common business activities and generally
matched those more popular ADE
business lines nationally.
More business lines enhance
employee choice and career paths:
Multiple business lines allowed ADEs to
offer a choice of work for supported
employees and could enhance
employment outcomes.
Features of sustainable business lines
included:
○

○
○

○

Value adding services for large
organisations – viewed as extremely
lucrative due to the high volume of
work.
Formal long term agreements –
essential to ensure certainty.
High demand for goods or services
– Involvement in the production cycle
of goods or services that will always
be in demand.
High mark ups – Another key
concept vital in guaranteeing
profitability.

The critical importance of sound
costing mechanisms
Respondents were adamant that as a
commercial concern they would not take on
jobs that did not guarantee a suitable rate of
return. They all indicated they used a specific
formula to measure a suitable rate of return on
the cost of performing a particular job. These
formulae were detailed and sought to
realistically factor in the unique overhead
costs of production faced by the ADE. Prices
sought by the ADE were designed to not only
cover the costs of production but allow an
additional return. Any offers of work that came
in below that rate were invariably rejected.
However, the concept of “what the market will
bear’ remained a key determinant in certain
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instances.
Ground Crew operations were seen as
particularly beholden to this rule, working as
they did in a saturated market with high
numbers of low cost operators. All respondent
ADEs offering ground crews indicated that
they had moved out of the domestic market
(households) and sought guaranteed work
through contracts negotiated with large
organisations. Several organisations had
ceased operating ground crews completely.
There is an evident cultural change in the way
the respondent ADEs obtain work and an
increasingly tough approach aimed at
ensuring realistic levels of business income.
The adoption of this cultural change by the
respondents varied significantly in length of
time. Several organisations had implemented
this approach for a significant period of time
(e.g. over a decade). Four organisations had
adopted this approach due to the more recent
employment of a new manager or CEO.
Most respondents expressed frustration at the
unrealistic rates of return (expressed in unit
price) that were frequently quoted by
competitor organisations (low cost operators
from overseas or other ADEs) in order to gain
work. It was frequently stated that many
competing ADEs continued to unrealistically
price work, harming that ADE’s bottom line
and entrenching a culture of low expectations
among existing and potential customers.
Respondents uniformly stated that they were
not in the business of making excuses based
on the limitations of their workforce, real or
perceived. As commercial businesses their
reputation was determined by their ability to
deliver “in full and on time”.
Key messages:
Use of highly accurate costing models:
Organisations had gone to great effort to
design and implement sound costing
models.
All costs of production factored plus a
margin: This was a uniform description of
the method used by most respondents.

They are a business first and obtain
custom on that basis: It was seen as
counter intuitive to identify any limitations
of a supported workforce. The emphasis
was on a professional business meeting
its customers’ requirements.
Frustration with low cost competitors:
There is increased frustration with
competitors within the ADE sector that
quote unrealistic prices for work. This
disadvantages both ADEs, compromises
the viability of the low cost ADE and
entrenches low expectations of the sector.

Supported Employee wages
Both the level of supported employee wages
and their method of determination has been a
source of ongoing controversy for many years.
The national average supported employee
hourly wage is $3.65. This is just under a
quarter (24.3%) of the national hourly
minimum wage of $15. As has been noted
frequently in debates about supported
employee wage rates, the vast majority of
supported employees are in receipt of the
disability service pension. A further significant
proportion of employees receive mobility
allowance. Many also receive other non-cash
benefits such as subsidised accommodation.
Further complicating the debate is the
presence of an effective marginal taxation rate
of 50% (on the DSP) once supported
employees begin earning above a minimum
weekly wage threshold of $73.
There are several factors that might explain
why an ADE could pay their supported
employees above that rate. Firstly, it might be
due to the fact that the supported employee is
assessed as operating at a higher than
average level of productivity and competency
in their work environment. Secondly, it might
be due to an ADE being able to return a
greater proportion of its profits to its
employees in the form of higher wages (that
is, above the employees’ assessed rates)
through engaging in more profitable business
activities.
Of the respondent organisations interviewed

page 8

for this exercise, seven paid wage rates near
or above the national hourly average wage
rate for supported employees. Six
organisations used the BSWAT, and two used
their own in house wage tool. Three
respondents using the BSWAT paid wages
significantly above the average rate ($4.84,
$5.26 and $12.45 per hour).
Of the four organisations paying higher wages,
all stated that these supported employees had
been highly trained, required lower levels of on
the job support and worked in business lines
that made a significant return. A further
correlation was noted between the DMI levels
of the employees and the wage rates they
received. Only one organisation paying higher
wage levels ($5.26 per hour) had a majority of
employees funded at level four (90%). The
other three organisations had DMI level four
ratios of 45%, 35% and zero.
Key Messages:
A correlation between employee
productivity, skills and higher wages:
These factors are a direct function of the
training and support provided by an ADE.
A correlation between the profitability
of business and higher wages: In the
absence of increased Government
funding or wage concessions, increased
profitability allows an ADE to utilise the
profits to pay higher wages to supported
employees.

Financial position, capital
management and acquisition
Respondents stressed the importance of a
strong balance sheet position – all of the
ADEs interviewed had extremely strong
balance sheets, supplemented by annual
profits. Asset positions included in most cases
significant fixed assets. Several organisations
indicated that they had worked diligently on
improving their balance sheet position in the
medium term (around five years), including
through strategic purchases of assets such as
land and buildings. The respondent
organisations had a total net asset value of
over $145 million.
Respondents stressed the importance of
sufficient liquidity. Any organisation aiming to
operate sustainably must be able to meet
financial commitments as and when they fall
due. This includes professional management
processes for debtors – three respondents
stressed that “debtors’ days” were rigorously
monitored. The organisations interviewed
indicated that they were highly liquid. Several
respondents were extremely cautious in their
approach to inventory management. Poor
management of inventory was regarded as a
potential trap both in terms of exposure to
significant losses and compromised liquidity.
In regards to capital replacement and
acquisition respondents stressed that a
realistic depreciation rate for capital assets is
essential. Some advocated building in a
“buffer” to finance additional acquisitions.
There was frequent use of a dedicated capital
replacement fund (obtaining a rate of return).
There was evidence of the utilisation of
innovative asset management strategies.
Several respondents demonstrated that they
will leverage assets to produce supplementary
income streams or obtain lower rates on debt
financing. Nearly all respondents interviewed
indicated a strong aversion to debt financing,
although several acknowledged that there
were occasions when it could not be avoided
but could nonetheless be prudently managed.
Nearly all respondents were debt free – only
one indicated that they had borrowings, which
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constituted 10% of cash reserves.
Respondents stressed that debt financing
would never be entertained until all other
avenues were exhausted, Several
respondents utilised fundraising solely to fund
capital acquisition, stating this was a logical
way to avoid borrowing or liquidating existing
assets. The role of Boards in monitoring
capital acquisition, management and debt
financing was seen as critical by all
respondents.
Key messages:
A uniformly strong financial position:
Includes a strong balance sheet,
significant net assets, profitability and no
or low debt.
Liquidity is imperative: ADEs must be
able to meet commitments as and when
they fall due and debtors must be
monitored.
Use of stringent capital depreciation
practices: Realistic depreciation of
capital is regarded as essential, best
practice behaviour.
Use of innovative asset management
strategies: These included leveraging of
assets to produce supplementary income
streams or allow reduced borrowing rates.

Planning mechanisms and quality
management information systems
Business and strategic planning was seen by
the respondents as a critical component of
operating an ADE. Respondents uniformly
indicated that they had planning mechanisms
in place, underpinned by a measurable key
performance indicator framework. All had
detailed budgets for their individual business
lines and all were reported against on a
monthly basis.
All respondents emphasised the importance of
high quality information management systems
coupled with regular reporting procedures.
Most respondents indicated that management

systems had been overhauled,
particularly following any
expansion in operations. It was
strongly agreed that
organisations will not be able to
maximise their efficiency if these
systems are not in place. Four
respondents stated that they
considered their information
management systems to be
“state of the art”.
There was also some evidence
of management information
systems being used by ADEs
that linked directly with customer
systems (three respondents). These
management systems were required by the
customer in order to ensure adherence to
relevant quality and delivery standards.
Key Messages:
Business and strategic planning is
essential: There was a uniform use of
planning mechanisms underpinned by
measurable KPIs.
Budgets are mandatory: Specifically,
business line budgets with monthly
reporting.
Comprehensive and high tech
information management systems are
essential: These help maximise the
organisation’s performance. Most systems
had been overhauled, some had reserve
capacity and others were seen as “state
of the art”.

The benefits of additional Quality
Assurance accreditation
Eight of the respondents had obtained Quality
Assurance accreditation other than the
Disability Services Standards QA
accreditation. Five had obtained HAACP
accreditation and five had obtained ISO
accreditation (9001 or 14001). Two
respondents had obtained either TGA or AQIS
accreditation.

page 10

These additional types of quality
accreditation had been obtained
for two important reasons.
Firstly, for the purpose of
engaging in certain business
activities that guaranteed a
steady income and secondly, as
evidence of the professionalism
of an organisation and its ability
to provide high quality goods and
services. All respondents noted
that while obtaining QA
accreditation was not an easy
process, the benefits gained far
outweighed the costs. As an
added bonus, additional returns
from gaining such accreditation were often
evident in the short term.
Key Messages:
Additional QA accreditation is
advantageous: It allows engagement in
lucrative business activities and identifies
the ADE as a professional business.
The benefits far outweigh the costs:
Definitely worth the effort, with additional
returns often realised in the short term.

Skills and backgrounds of the
CEO and management
This was a topic which stimulated some wide
ranging and varied opinions from the
respondents. Of the ten organisations, six of
the CEOs had what could be classed as
commercial backgrounds. Only two
organisations had ADE managers that did not
have specific commercial backgrounds; one
had a background in local government and
another was a ‘self-taught’ ADE manager who
now has 23 years’ experience. Of the four
respondent organisations with non-commercial
CEOs, three of the ADE managers had
business backgrounds. These were all
organisations that offered multiple disability
service types. Several CEO respondents
bluntly stated that people with a social welfare
background could not run an ADE to its full
potential. They emphasised that business
skills could not be easily picked up, but the

social welfare skills required could be.

rate of return.

The organisations tended to be administered
using a fairly standard staffing model – CEO,
ADE Manager, business manager and support
staff. Other staff could include administration
and payroll, accounts/finance, training and
only two respondents from the smaller
organisations indicated they employed
business development managers. Larger
organisations tended to employ more
administrative staff as well as having a more
extensive management structure.

Key Messages:

Key Messages:
CEO or Manager having a business
background is an advantage: A
business background tended to
predominate and many had decades of
service.
Staffing models reflect economies of
scale: Smaller organisations were run on
a lean ‘flatter’ staffing model and larger
organisations had more ability to employ
specialist administration, training and
management staff.

Ratios of support and other
staffing practices
The respondents reported a wide variance in
their ratios of support, ranging from one
support worker for two supported employees
(a high ratio) to one support worker to 25
supported employees (a low ratio). Only two
respondents reported a similar average
support ratio and they were markedly different
in size of their supported workforce.
There was a consensus that higher support
ratios were essential for more highly skilled
activities (this observation refers to business
units as a whole and not individual employee
support levels, as discussed above). Lower
support ratios are generally evident in less
skilled activities requiring less supervision, but
yielding a lower return. This was regarded by
the respondents as a key concept – higher
support ratios would only make economic
sense if that business activity produced a high
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A wide variance in support ratios is
evident: It is extremely difficult to suggest
an ‘ideal’ support ratio, as the ratio is
dependent on the work activity as much
as the employee’s support requirements.
A correlation between complexity of
work and higher support ratios: Some
more complex work activities required
higher support and appeared to correlate
with activities that realised a higher return.

Fundraising and Marketing
The respondent Organisations held fairly
divergent views about the role of fundraising.
Five organisations did not engage in
fundraising and another organisation did not
actively engage in fundraising but received
some unsolicited funds. Four organisations
actively engaged in fundraising, using different
methods and emphasis. The organisations
that engaged in fundraising were also the four
largest organisations.
Several respondents expressed strong views
as to why they did not engage in fundraising,
citing a mixed message of divergence from the
key mission and reluctance to incur costs by
engaging in this activity. Nonetheless, for the
organisations that did fundraise, it could
provide a lucrative income stream. Several of
the fundraising amounts were nominally
significant (anything up to $1.5 million), but
generally constituted a small proportion of that
organisation’s income (less than 5%). As a
rough rule of thumb, about 30% of funds
raised were absorbed by the costs of
engaging in the activity.
The respondent organisations also expressed
differing views on the utility of marketing
activities. Four organisations did not engage in
marketing; however one of those
organisations was currently committed to
developing a marketing strategy aimed solely
at raising the organisation’s profile. This
organisation regarded this marketing strategy

as essential to complementing any efforts
made to expand its customer base. The
amount budgeted for this campaign was
nominally significant, but represented a small
proportion of income (1.5%). The two largest
organisations had the largest marketing
budgets.
Lastly several respondents from the smaller
organisations indicated that they employed
business development managers (BDMs),
who filled a unique role
within the organisation.
They were utilised to
investigate potential
business opportunities
and were seen as
precluding the need to
engage in other forms of
marketing. It was also
considered simpler to
assess if the BDMs were
achieving tangible
objectives rather than
assessing the success of
a marketing campaign.
Key Messages:
Fundraising and marketing more likely
to be engaged in by larger ADEs: There
were several reasons given for this,
including viewing marketing as
unnecessary and fundraising being seen
as a diversion from the mission of the
organisation.
Fund raising incurred costs: Those
engaging in fundraising indicated that
around a third of funds raised were
absorbed by costs.
The nature of marketing strategies
varied widely: Some (generally smaller)
organisations engaged in informal and adhoc marketing, while the larger
organisations tended to utilise high profile
marketing that incurred nominally high
costs.

page 12

Mergers with other ADEs
All the respondents stated that they were
amenable to mergers with other ADEs where
due diligence suggested that such an
arrangement could succeed. Four
organisations had merged previously with
other ADEs and two had partaken in multiple
mergers.
Mergers were seen as providing particular
benefits to both organisations, including new
work opportunities for supported employees
and increased economies of scale and
efficiencies in operations. However, mergers
often lead to internal reorganisations including
a reduction in management and administration
staff in order to realise these operational
efficiency gains. There have also been
examples in the sector (but not among the
respondents) of mergers that have diverted
significant resources for ultimately little gain,
leaving both organisations effectively worse
off. Due diligence was emphasised by the
respondents as the most important factor in
determining whether or not to proceed with a
merger.
The organisation with the most experience in
mergers strongly stressed the advantages.
These included the value in having a larger
and more robust organisation involved in
service delivery. There were benefits in terms
of enhanced systems, greater access to
capital for necessary improvements (e.g.
safety), increased availability of expertise in
areas such as human resources and safety
and the potential for leveraging the
commercial and contractual capability of the
larger ADE.
Many regional centres and country towns do
not always have the commercial infrastructure
or diversity of opportunities that may be
available in capital cities or even larger
regional settings. Regional areas do not
always attract staff with the blend of business
and/or community-disability expertise or
experience often needed. Administrative and
compliance regimes may divert time and effort
for services with minimal resources and may

be alleviated through a merger with a larger
organisation.
Key Messages:
Mergers viewed as a sensible course
of action: Organisations were able to
provide multiple examples of successful
mergers but stressed due diligence as
paramount in determining if they proceed.
They were viewed as often having
benefits for both organisations.
Advantages of size and use of
enhanced systems: ADEs in rural and
regional areas may often allocate valuable
resources to non-core business that larger
organisations spend less on due to
economies of scale.
Mergers may improve outcomes in
regional and rural areas: Mergers may
often result in more employee choice and
improved employment options. Other
improved service delivery outcomes were
also evident.

The Disability Enterprises
Support Project 2008-09
The following problematic factors were evident
in the ADEs that sought assistance under the
Disability Enterprises Support Project. By and
large these factors were not of concern to the
organisations that were interviewed for the
paper.
Organisations seeking assistance were
almost all located in rural or regional
areas
Unrealistic costing and pricing models,
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poor internal information management
systems
Inaccurate DMI assessments
Inability to obtain capital or possessing
inadequate capital resources
Not operating at full outlet capacity
Reliance on too few customers
Unprofitability of business activities
Board problems or an unsupportive parent
organisation
Lack of coherent budgeting and planning
processes
Management recruitment issues
High support staff ratios
Large numbers of ageing/unproductive
supported employees

How can ADEs address
issues of financial hardship?
Many ADEs have traditionally sought
assistance from the Australian Government in
instances of financial hardship. Government
funding for the supported employment
program is capped at a particular level and
there is little funding available for additional
sector specific assistance (except the
Temporary Viability Fund). As a result there
has been an increasing emphasis on initiatives
driven from within the ADE sector to support
organisations that may be struggling with
financial viability issues.
These initiatives have included the Disability
Enterprises Support Project, an increased
emphasis on commercial partnerships,
mergers of organisations and the use of
mentoring arrangements. Organisations have
also been encouraged to investigate
alternative sources of finance, particularly for
capital acquisition. Mergers have been
discussed in detail above.

Cooperative arrangements
with other ADEs
Commercial partnerships within the sector
have been gathering momentum. There have
been some instructive lessons from the past,

but many ADEs are increasingly adopting a co
-operative approach to meeting commercial
opportunities. These arrangements have great
potential to assist some less viable ADEs to
obtain additional business.

Mentoring Arrangements
Mentoring has proven to be an extremely
useful low cost method to assist ADEs that
may be struggling with various operational
issues. Three of the respondent organisations
for this paper had a member of their
management staff who mentored an
organisation requesting assistance through
the Disability Enterprises Support Project. Of
the nine mentoring relationships established
through the project, six were considered to
have been of great value to the organisations
seeking assistance. These mentoring
relationships appear to have been
undervalued as an option, but are obviously
reliant on organisations in need of assistance
agreeing to engage with a mentor.
A formal sector mentoring program that
recruits and supports volunteer mentors and
links them with ADEs seeking mentoring
assistance would represent a sensible low
cost sector assistance option for FaHCSIA to
consider.

CONTACT INFORMATION
Ken Baker
Chief Executive
Paul Musso
Policy Adviser - Australian
Disability Enterprises
Ph 02 6283 3200
nds@nds.org.au

National Disability Services is the Australian peak body for non-government
disability services. Its purpose is to promote and advance services for people
with disability. Its Australia-wide membership includes around 700 nongovernment organisations, which support people with all forms of disability.

Addendum:
A selective review of the literature pertaining to the commercial viability of
ADEs and other Not For Profit Organisations including Social Enterprises
The literature reviewed included examination of locally produced material and some material from
overseas. Due to the lack of a significant amount of specific material on Australian Disability
Enterprises, material designed for use by Social Enterprises and Not For Profit Organisations
(NFPs) was utilised. The material from overseas included a specific focus on Social Enterprises.
The source list is contained at the end of this paper.
Most of the literature reviewed examined how ADEs, NFPs and Social Enterprises could ensure
that they were maximising their potential and demonstrating sustainability. These organisations
could achieve this goal through sound governance structures, stringent planning, financial
management and building sound relationships. There was a significant focus on corporate
governance and sound financial management practices. Other topics included the development
and establishment of an organisation, including initial research, strategy, structure, financing and
outcomes. Establishment and operation in a marketplace was the key goal, with ongoing
challenges and successes more evident once an organisation had commenced operating.
Lastly, there is a significant gap in recent literature specifically addressing the key topic of ADE
business viability. There has been no major work on this topic since the Business Services
Review in 2000. Some important research is being conducted at the moment through projects
associated with the Government’s Innovation Fund.

The concept of viability of a business
Generally speaking, the viability of a business is demonstrated by its long-term survival and its
ability to generate sustainable (ongoing) profits over a lengthy period of time. Profit is most
simply, the residual amount that remains after expenses have been deducted from income1.
Sustained net profitability enhances net asset position, enhancing ongoing viability.
Business viability is determined by an examination of a range of criteria 2 applicable to a
business’s operations. For ADEs, these could include:
Liquidity – Working capital, ability to meet short term liabilities as they fall due
Solvency – Debt to equity, or liabilities divided by total equity
Profitability – A measure of the regularity of successive surpluses
Economic dependency – A high proportion of government funding as a percentage of
operating revenue
Statutory compliance – Includes being appropriately registered and having met financial
reporting obligations
Other important criteria would include:
Governance – Composition and activities of the Board
Business planning – Includes objectives, market analysis and a SWOT analysis
Organisational chart – Demonstrates lines of authority, responsibilities and allocation of
functions
Policies and operational guidelines – Current policies, guidelines and QA procedures that
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ensure meeting of legal and business requirements
Accounting systems and processes – Use of commercial accounting software packages and
production of regular reconciled accounts
Budgeting – Comprehensive budget including forecasted profits for the next 12 months

A framework for assessing factors that enable financial viability
Best practice was considered a key concept in previous studies of the ADE sector. The Study by
Forsythe and McGough3 presented a synthesis of the Business Services Review report “A Viable
Future - strategic imperatives for Business Services” from 2000. The report’s key best practice
indicators covered the following topics:
Size, including employee size and revenue levels
Diversity of business activity
Board composition
Management tenure
Staff/supported employee ratio
Development of new products or services
Management focus on business matters
QA accreditation
Involvement in certain business lines
Receipt of other types government funding
All of the factors cited in the KPMG report above were examined in the paper above. Some of the
assertions made by KPMG retain their currency, whilst some now appear questionable.
KPMG also examined a series of ADE specific case studies4, focusing on:
Effecting organisational change
Sustaining performance – characteristics of a well-functioning organisation
Achieving commercial viability through a focus on good customer service
Using technology to improve commercial viability
Organisational change to achieve commercial growth in disability enterprises

Which business activity?
The types of business activities engaged by ADEs or Social Enterprises are numerous. However
within the ADE sector there are certain business activities that are engaged in at a greater
frequency. Some have been cited as being more conducive to financial viability, others have been
cited as being suitable for either start up or expansion into by existing organisations.
KPMG have cited ADEs engaged in packaging assembly and mailing as better performers and
those in woodworking, nurseries and laundries as poorer performers. Local Social Enterprises
operate a wide variety of business lines including cleaning, Cafes and food retailing, catering,
Concierge services and cooperatives.
Factors that might influence the choice of a particular business activity include low establishment
costs, potential for expansion, predictable revenue streams and the ability to quickly skill up the
workforce. Labour intensity of a work activity is also a key feature. Assessing if the demand for a
product or service is likely to fluctuate significantly is imperative as is an analysis of the level of

page 16

competition in a particular market.
Early studies on establishing Social Enterprises and their potential activities included industries
such as; “…housing, some areas of manufacturing, environmental services that include recycling,
regeneration and tourism, childcare and personal care services, and many areas of the arts and
information industries.”5 In recent times e-waste recycling has emerged as a potential ADE sector
wide commercial activity.
Other work in the area of Social Enterprise development has focused on the advantages of a
more integrated workforce. There is some important research being conducted at the moment
through the Innovation Fund on the acquisition of commercially viable enterprises by both Social
Enterprises and ADEs. This includes studies of the use of reverse integration to place a
supported workforce within an existing commercially sustainable business. This work is not in the
not in public domain, but FaHCSIA may be able to access the findings.

Addressing capital issues – formation and replacement
There are a number of recent published papers addressing the issues of capital formation and
provision (including replacement) aimed at the not for profit and the emerging social enterprise
sectors. These include how to best utilise finance and issues impacting on availability of capital
funding.

Board composition and corporate governance matters
A solid set of resources exists for not for profit organisations on the importance of sound
corporate governance and the importance of suitable composition of Boards. The resources
include handbooks (including a specific handbook for FaHCSIA Funded Organisations),
healthcheck guides and fact sheets.

Financial management
CPA Australia has published a specific handbook on this topic entitled Financial Management of
not for profit organisations, released in late 2009. Matrix on Board provides a specific not for profit
financial health check calculator among other resources aimed at not for profit organisations.
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