	
	


	
	



3
Drivers of future demand
	Key points

	· The number of people aged 85 and over is projected to more than quadruple (from 0.4 to 1.8 million) between 2010 and 2050. This is expected to drive a major increase in the demand for aged care services over the next 40 years.
· The demographic impact of increased longevity will permanently raise the proportion of the population aged 85 years and older. There will also be a temporary bulge in demand as the baby boomer generation reaches this age.
· While age-specific rates of disability may have been declining slowly, the limited available evidence suggests that any effect this has on lowering the demand for care is out‑weighed by the longevity effect as the rate of disability rises with age.

· Longevity also brings shifting patterns of disease — increasing demand for complex chronic care associated with dementia, diabetes and other co-morbidities, as well as geriatric and palliative care.

· The population needing aged care services will be increasingly diverse — there will be a relative rise in the share of:
· older people who want culturally and linguistically appropriate aged care services, including migrants from non-English speaking backgrounds
· Aboriginal and Torres Strait Islander people who also require culturally and linguistically appropriate aged care services in urban, rural and remote areas
· older people as a proportion of the population living in regional and rural areas.

· There is growing consumer demand for higher quality services, and for control and choice.

· Older people want to age at home, and there is growing interest in retirement-specific living options that offer integrated (and potentially more efficient) modes of delivering community care. 

· Demand for formal aged care services also depends on:
· the relative availability of informal carers, which is expected to decline, thus adding to the demand for residential aged care
· information and assistive technology and the suitability of the home and local environment in enabling people to meet their own needs for longer 
· policy settings in other areas, such as providing alternatives to hospitalisation for frail older people who do not have acute care needs

· the quality of the care on offer and the cost of the services to the individual
· the capacity to pay — while a significant proportion of Australia’s future older population will have higher incomes and wealth; many will continue to be financially vulnerable and thus heavily reliant on government support.

	


A growing number of reviews and assessments point to significant changes in both the level and composition of demand for aged care services over the next 40 years. These changes have far-reaching implications for Australia’s aged care system. 
The demand for aged care services depends on the number of older people needing care and support. However, care needs are not homogenous and the nature and location of aged care services demanded will depend on the physical and mental health of older people, their capacity and willingness to pay, their preferences, and the availability of informal carers. These factors, and policy settings that can affect them, are summarised in figure 
3.1. 
Figure 3.
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Factors affecting the extent and type of aged care service demand
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This chapter examines: how population ageing affects the demand for aged care (section 3.1); the growing diversity of aged care needs (section 3.2); trends in the availability of informal carers (section 3.3); the effects of price and wealth on demand (section 3.4); and concludes with calculating the trends in demand (section 3.5).
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Population ageing and demand for aged care

The need for aged care services expands rapidly after people reach the age of 85 years. Over the next 40 years the 85 years plus age cohort is projected to increase from about 0.4 to just over 1.8 million (table 
3.1). This reflects the rapid population growth during the baby boom period (1947 to 1964). It also is a result of increases in longevity, with the life expectancy at 65 rising from 83 for women and 79 for men in 1983 to 86 for women and 83 for men in 2001-02. By 2012 it is expected to rise to 89 for women and 86 for men (Department of Health and Ageing (DoHA), sub. 482, p. 31). 

Over the next 40 years there will be a progression toward a higher proportion of much older people as a share of the population. There will also be a bulge in the demand for aged care over the period 2030 to 2050.
Table 3.
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Projected size of selected age cohorts and their share of total population

	
	2010
	2020
	2030
	2040
	2050

	0–64
	19 241 000
	21 487 000
	23 584 000
	25 645 000
	27 744.000

	 
	86.51%
	83.63%
	80.68%
	78.72%
	77.38%

	70+
	2 092 000
	2 950 000
	4 143 000
	5 286 000
	6 232 000

	
	9.41%
	11.48%
	14.17%
	16.22%
	17.38%

	85+
	 365 000
	532 000
	 802 000
	1 319 000
	1 815 000

	
	1.64%
	2.07%
	2.75%
	4.05%
	5.06%

	100+
	4 000
	 7 000
	 14 000
	 24 000
	 50 000

	
	0.02%
	0.03%
	0.05%
	0.07%
	0.14%


Source: Data provided by Treasury. Treasury projections are published on page 10 of Australian Government 2010d.
There is little that governments can do to change the age profile of the population over this period. The effect of higher fertility rates is very small in the short-run, takes many years to work through, and is not readily influenced by government policies. Migration has been a moderating factor on the overall demographic profile but it has not prevented, and even at the relatively high present levels will not prevent, significant ageing of the population (PC 2005b, 2006). After all, migrants also age and for migration policies to permanently reduce ageing pressure there would need to be progressively larger immigrant intakes of younger cohorts.
The effect of longevity on population disability rates is unclear
As people age, the likelihood of experiencing a disability rises. Increases in longevity will see rising rates of disability in the over 65 years population unless offset by improvements in health and interventions that lower the age-specific disability rates. The net effect on the overall level of disability in Australia’s older population is an empirical question. While the evidence is patchy, it appears that over the last decade the longevity effect has outweighed the decline in age-specific disability rates (Hogan 2004b; PC 2005b). Credible projections of future trends need to take account of the health of the population and prospective medical advances.
Overall, international evidence indicates that the number of disability-free years of older people increase along with life expectancy. However, the international evidence on the net effects of longevity on disability rates is mixed (OECD 2007). Rising incomes, levels of education, and living conditions are linked to improvements in health and the functional status of older people (Cutler, Landrum and Stewart 2006; OECD 2007, p. 53; Redfoot and Pandya 2002). But changing lifestyles, notably obesity and associated diabetes, have added new risks. 

The rate of disability grows most rapidly after the age of 85. This is reflected in self‑reported assessments of the need for assistance with daily living. For example, the 2006 Census reported that, on Census night, 44 per cent of women and 32 per cent of men over the age of 80 years required assistance with daily living. For those aged over 90 years, the share was 72 per cent for women and 56 per cent for men (Gibson 2010, p. 21).
The Australian Bureau of Statistics (ABS) Survey of Disability, Ageing and Carers (SDAC) collects self-assessed information on the ability of people to undertake core activities (self-care, mobility or communication). The survey also records disabilities in non-core areas (such as breathing difficulties that limit exercise, or difficulty using public transport). Figure 
3.2 shows how, for the 2009 SDAC survey (ABS 2010b), the severity and extent of disability rises with age. The rapid increase in severe or profound limitations for the 85 years and over age group is apparent, as is the much higher rates of disability for women compared to men.
Figure 3.
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Proportion with core activity limitation or other disability, by age and sex, 2009 
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Data source: ABS (2010b), table 2.
The use of services by each age group provides another indicator of the level of age-related disability. The Australian Institute of Health and Welfare (AIHW) reports the usage of Home and Community Care (HACC), Community Aged Care Package (CACP), Extended Aged Care at Home (EACH) and Extended Aged Care at Home Dementia (EACH-D) packages and residential aged care per thousand people in the relevant age groups (table 
3.2). However, the supply of services has a considerable influence over these numbers and, to the extent that there are unmet needs, these estimates will understate the level and nature of demand arising from age-related disability. This issue is discussed later in this chapter.
Assessing trends in disability is difficult. Both the Census and the SDAC collect self-assessed, rather than clinically assessed, disability ratings. Perceptions of disability may diverge from more objective clinical assessments over time (Waidmann and Manton 2000, p. 7). In this regard, Donald et al. (2010) found that while (clinically assessed) age-adjusted disability rates among older people had declined over a 10-year period, self-rated health had not changed at all.

Table 3.
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Use of formal aged care services

Per 1000 persons in each age cohort

	
	65–74
	75–84
	85+

	HACC (2004-05)
	102.5
	278.5
	474.9

	
Domestic assistance
	27.3
	86.9
	154.2

	 
Meals
	15.1
	58.9
	136.0

	 
Transport
	16.0
	50.4
	81.7

	 
Nursing
	21.1
	54.8
	109.4

	 
Personal care
	6.7
	22.5
	58.7

	CACP (2006)a
	3.2
	13.7
	35.8

	EACH and EACH-D (2006)
	0.3
	0.9
	1.9

	Permanent residential (2006)
	9.1
	53.2
	235.2

	 
RCS1-4 (high)
	6.5
	36.7
	158.7

	 
RCS5-8 (low)
	2.6
	16.4
	76.5


a(CACP recipients can also access HACC services.

Source: AIHW (2007a, tables 36.1 37.1, 38.1, 40.1, A41.1, A43.1).

This inquiry uses SDAC surveys from 1998, 2003 and 2009. For the population as a whole there was a statistically significant decline in the self-reported rates of disability between 2003 and 2009. However, for the older age groups, only women in the 80–84 years group reported a statistically lower rate of disability in 2009 than in 2003, with the rate of severe and profound disability falling from 35.7 to 28 per cent (ABS 2010b). Comparing the three surveys (2009, 2003 and 1998) this is the only change that is statistically significant (ABS 2004, table 3), suggesting that firm trends have yet to emerge for the older age groups. 
A more detailed analysis of trends is provided by DoHA. It decomposed the change in first time admission rates to residential care in the decade to 2007-08 into the effect due to changes in the population age structure (increased numbers) and that due to the changing age-specific rates of entry. For both women and men the analysis found that the positive population ageing effect on residential care entry (0.59 and 0.52 respectively) just outweighed the negative effect due to a decline in age-specific entry rates (-0.44 and -0.29 respectively) (DoHA, sub. 482, p. 34). Part of the decline in age-specific entry rates is due to the higher share of older people living with a disability who are able to remain in their own homes, so a broader analysis of all formal care is needed to give a clearer picture of the overall effect.
Previous studies have assumed that, for Australia, age-specific disability rates will decline on average by 0.25 per cent annually (Hogan 2004b; PC 2003, 2005b). Such work, in concert with sensitivity analyses, has highlighted that even relatively modest reductions in disability rates among the aged should have a significant effect on the demand for aged care (Australian Government 2010d, p. 145).
The nature of disability may be changing

A consequence of increasing longevity is that the pattern of diseases that people experience changes. Improvements in lifestyles and better disease management have reduced the prevalence of many debilitating diseases. However, offsetting these gains is the marked increase in the prevalence of chronic disease as more people live to older ages.
There has been a gradual reduction in some health risk factors through increased public education (healthy lifestyles and diets) and advancements in disease management (including diagnostic, pharmaceutical, surgical and other technological innovations). For example, the prevalence of cardiovascular diseases, cancers and injuries among people aged 85 years and over is projected to fall further in the coming decades (figure 
3.3).
The increase in obesity bucks this more general trend, and brings with it a greater risk of diabetes. Insofar as survival rates for people with diabetes increase, there will be an increased risk of them developing other non-fatal, but disabling, conditions including renal failure and vision loss (Begg et al. 2007, p. 8).

The growth in the ‘Other’ category in figure 
3.3 largely reflects the increasing prevalence of many of age-related conditions among older Australians, including extreme frailty. With improved lifestyle choices and medical interventions, more older people are surviving major diseases that have been previously associated with high mortality, but are left to manage chronic conditions.
Even if disease prevalence rates for those aged over 85 remain unchanged, the growth in the share of the population over the age of 85 will result in a rise in the population prevalence of age-related diseases. 
Figure 3.
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Projected percentage change in disability (PYLD) prevalence rates since 2003 for selected major causes in people aged 85 years and over, Australia, 2013 to 2033a
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a Prevalent years lived with disability (PYLD).
Data source: Pers. comm. Theo Vos, School of Population Health, The University of Queensland, 22 June 2010.
A rising share of the population requiring aged care will have dementia

The 2009 SDAC estimates that, based on self-assessment, just over 108 000 Australians suffer from dementia (including Alzheimer’s disease) (see box 
3.1). Self-reported data may well understate the number. Based on international evidence on clinical diagnosis rates, Access Economics estimated that there were around 257 000 people with dementia in Australia in 2010 (1.2 per cent of the total population) (Access Economics 2010a). People with dementia are much more likely to be in residential care, with AIHW reporting that, in 2008-09, over 104 400 people living in Australian Government subsidised aged care facilities (53 per cent of residents) were appraised with an ACFI as having a diagnosis of dementia (AIHW 2011).
With the ageing of the population the burden of dementia will rise as the prevalence of dementia rises with age. Low rates of dementia are reported at the ages 70 to 75 years (3.5 and 3.3 per cent respectively for men and women), rising to 21.1 and 24.4 per cent for men and women aged 85 to 89 years, and 37.2 and 47.3 per cent for men and women aged 95 years and over (Access Economics 2010a, based on international studies). While considerably below these rates, the SDAC data shows the same age-related rise with the 2009 rates for dementia estimated as 1.2 per cent of the 70-74 years age group, 2.6 per cent for 75-79 years, 6 per cent for 80 to 84 years and 14 per cent for 85 years plus. 
Do not delete this return as it gives space between the box and what precedes it.
	Box 3.
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What is dementia?

	Dementia describes a collection of symptoms that are caused by disorders affecting the brain. It is not one specific disease. Dementia affects thinking, behaviour and the ability to perform everyday tasks. Brain function is affected enough to interfere with the person’s normal social or working life.

Most people with dementia are older, but it is important to remember that not all older people get dementia. It is not a normal part of ageing. Dementia can happen to anybody, but it is more common after the age of 65 years. People in their 40s and 50s can also have dementia.

There are many different forms of dementia and each has its own causes. The most common types of dementia are: Alzheimer's disease, Vascular dementia, Parkinson's disease, Dementia with Lewy bodies, Fronto Temporal Lobar Degeneration (FTLD), Huntington's disease, Alcohol-related dementia (Korsakoff's syndrome) and Creutzfeldt-Jacob disease.

At present there is no prevention or cure for most forms of dementia. However, some medications have been found to reduce some symptoms. Support is vital for people with dementia and the help of families, friends and carers can make a positive difference to managing the condition.

	Source: Alzheimer’s Australia (2010).

	

	


Although the rates of dementia rise rapidly at older ages, dementia can occur in younger people. AIHW (2011) reported that 2 per cent of people with dementia in residential care are aged under 65 years. As the expertise for dealing with people with dementia lies mainly within the aged care system, the growth in younger people with dementia should also be taken into account in estimating future demand for services.
The SDAC data suggests a trend decline in dementia prevalence rates for the population aged 70 years and over, falling from 5.55 per cent of people aged over 70 years in 1998, to 5.30 per cent in 2003, and to 4.91 per cent in 2009. While a small sample, the decline is most pronounced in the SDAC data for the 85 years plus age group with the prevalence rate falling from 22 in 1998 to 18 in 2003 and 14 per cent in 2009 (see appendix H). However, this is self-reported data, and further evidence is required before any robust conclusions on trends are possible. Better evidence on trends is important for making projections of future demand, as dementia has major cost implications as the ability of people to care for themselves, and for informal carers to provide safe and effective care, declines as the disease progresses.
Based on the international prevalence rates, Access Economics (2010a) projected that with the rise in longevity the number of people with dementia will increase to around 981 000 by 2050 (2.8 per cent of the population). The projected increase in the prevalence of dementia will have a substantial impact on the demand for complex and costly care services. It is already one of the major reasons for entry into residential aged care as advanced dementia patients require high levels of care, with facility design being important in assisting to manage difficult behaviours such as wandering and agitation. 
Other sources of disability that may change the pattern of demand

As discussed above, the rise in obesity in Australia has seen a growth in obesity related diseases, notably diabetes. This increase is reflected in the SDAC data, which shows a strong rise in the prevalence of diabetes. In 2009, age groups from 70 years up to the 85 years plus group reported a diabetes prevalence rate of 16 per cent (appendix H). Older people who suffer from diabetes are more likely to suffer from a range of associated problems, including endocrine, nutritional and metabolic disorders, the prevalence of which has risen strongly since 1998 (appendix H).
One consequence of the changing disease prevalence is a growing demand for palliative care in aged care settings, including private homes (NHHRC 2009, p. 6; WHO 2004). Traditionally, hospitals have provided most palliative care services, typically to people with acute conditions. This is in part because the course of such illnesses is more predictable. Although there is a perception that palliative care is provided only in the last few weeks of life and by specialised services, the World Health Organization (WHO) (2004, p. 14) argues that palliative care may be needed over many years and needs to allow for an unpredictable time of death. More recently, the National Health and Hospitals Reform Commission (NHHRC) (2009) recommended (nos. 55-56) strengthening access to specialist palliative care services in residential and community care settings.

3.
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A growing diversity of aged care needs
Aged care services must be tailored to the needs and preferences of the ageing population. The nature of a disability is one major determinant of the type of services required, but so too are cultural and linguistic differences, and preferences for the location of services. 

The Aged Care Act 1997 defines special needs groups for the purpose of promoting diversity in choice. To the extent that these groups can be identified with specific service requirements this distinction is useful in projecting the trends in demand. This raises two issues; first, the extent to which people in these groups have needs that require services that differ from, or are additional to, the ‘mainstream’ services; and second, the growth in the groups requiring such services relative to the growth of the groups requiring mainstream services. Moreover, the types of services being regarded as mainstream is also becoming more diverse, with a relative growth in demand for community-based care, services that support social connectedness, and wellness more generally. 

This section looks at the main sources of likely changes in the mix of services that will be demanded in the future. 
Older people from culturally and linguistically diverse backgrounds
The number of older Australians from culturally and linguistically diverse (CALD) backgrounds is projected to increase substantially in the coming decades. The number of people who have migrated from non-English speaking backgrounds is expected to grow broadly in-line with the overall increase in the older population. Over the next 15 years this cohort is projected to grow by a further 43 per cent to around 940 000 in 2026. However, the diversity of this group is expected to increase, as different immigrant communities move into older age cohorts at different times (figure 
3.4). Reflecting post-war immigration patterns, the number of older people with European backgrounds will stabilise or decline, while those with an Asian background will increase.
Victoria is projected to have the most diverse older population with around 28 per cent of people aged 65 years and over coming from non-English speaking migrant backgrounds. This is followed by New South Wales with 26 per cent. At the other end of the spectrum are Queensland (10 per cent) and Tasmania (6 per cent) (Gibson et al. 2001, p. xx). Although the vast majority of these people live in metropolitan areas, the CALD population is also widely dispersed across rural areas with particular ethnic concentrations in some rural towns (Howe et al. 2006, p. 2).

Figure 3.
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Projected numbers of older immigrants by selected countries

	[image: image9.emf]0

20

40

60

80

100

120

Italy Greece

Viet Nam

China

Germany

Philippines

Netherlands

India

Lebanon

Poland

People aged 65 years and over ('000)

1996 2011 2026




Data source: Gibson et al. (2001, pp. 4–5).

Different culture and language can add other dimensions to the provision of aged care (Howe et al. 2006, p. 26). Services may need to be tailored to enable older people to maintain continuity with life patterns established at younger ages. Mainstream services can provide appropriate care by employing staff that speak the language and understand the cultures of the people in their care (Anna Howe, sub. 355). Ethno-specific agencies can provide services where warranted by the population density. 

Older people from non-English speaking backgrounds also display a preference for receiving care in the home (DutchCare, sub. 128, Ethnic Communities’ Council of Victoria, sub. 169). This is reflected in their significantly lower use of residential aged care, for example, for the 85 years and over age group, the use rate of residential aged care per 1000 people for non-English speaking migrants was 184, compared with 238 for English speaking migrants and 248 for Australian-born people. By contrast older immigrants from non-English speaking countries tend to be over represented in community care (AIHW 2007a, table 43.1, p. 147).
Providing linguistically appropriate care to CALD people with dementia is particularly important as they often experience language reversion and forget their acquired English due to a cognitive impairment (Hogan 2004b). Access Economics (2005), in projections undertaken for Alzheimer’s Australia, estimated that, by 2050, 6.4 per cent of people with dementia would speak a European language at home, 3.8 per cent an Asian language, and just under 1 per cent a Middle Eastern language. 

Indigenous peoples

Indigenous people also need culturally and linguistically appropriate care. Older people are unde- represented in the Indigenous population. In 2006, only 1 per cent of Indigenous people were aged 75 or over, compared with 6.3 per cent of the non-Indigenous population (SCRGSP 2010a). This reflects the lower life expectancy for Indigenous people, which was 72.8 for females and 67.1 for males in 2006. Strong population growth over the last 60 years should see Australia’s older Indigenous population grow more rapidly than Australia’s total older population, more so if significant improvements are made in life expectancy. An increase in life expectancy at birth by five years would see the older Indigenous population (aged 55 years and over) more than double by 2021, from around 40 000 in 2006 to over 85 000 (ABS 2009c). 

Age-related rates of disability are higher for Indigenous people, with 20 per cent aged 55 years and over reporting a need for assistance with a core activity compared with 12 per cent for the same cohort of non-indigenous Australians (2006 Census data reported in SCRGSP 2010a). Indigenous people also experience a higher rate of dementia, although they are less likely to receive a diagnosis or to access services (Henry Brodaty, sub. 45, p. 3). This has led to the Government setting an age threshold of 50 for Indigenous Australians to access the aged care system. However, some have questioned whether aged care services are an appropriate response to the health problems of Indigenous people in the 50–69 years age group (Anna Howe, sub. 355, p. 18).
Challenges relating to cultural appropriateness, geographical isolation, English-language proficiency, and greater needs for assistance confront many older Indigenous people as well as the providers delivering care services to them. In 2006, only around half of all Indigenous people aged 55 years and older lived in urban areas, with 23 per cent living in outer regional areas and 26 per cent in remote and very remote areas (ABS 2008b). Indigenous people, particularly those in remote areas, are also a more mobile population than the non-Indigenous population, which makes the provision of care more difficult (Prout 2008). Moreover, one-third of Indigenous people aged 45 years and older who lived in a very remote area did not speak English well or at all (ABS 2010c). While many of the people who provide care in these locations are likely to speak the same language, there is potential for the overlay of formal aged care services to undermine the social norms about responsibility for caring for older family members.
People living in rural and remote areas

While ‘ageing in place’ usually refers to being able to remain in one’s own home, or to receiving progressively more complex services in residential care, for those people living in rural and remote areas it also means being able to access formal care services in or near where they live. On current trends, the population in rural areas (including small towns) is ageing more rapidly than the population in major urban and regional centres. While, overall, the rural population is declining by an average of 0.8 per cent per year, primarily as a result of the emigration of people aged less than 45 years to urban areas, the number of older people in rural areas is rising. This is despite a significant migration of older people from rural to regional areas, and is a result of increasing longevity combined with a ‘humped’ age profile that means a growing share of the rural population is entering these older age groups. The Bureau of Rural Science (BRS) reported in 2008 that the size of the older (75 years plus) rural population had been growing at over 3 per cent per year for around a decade (figure 
3.5).

Figure 3.
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Average annual rural population growth, by age group, 1996–2006a
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a(Major urban centre (100 000 people and over including capital cities), regional centre (1000 to 100 000 people), small town 200 to 1000 people, rural area (less than 200 people).

Data source: BRS (2008, p. 3).
Older people in rural and remote areas are likely to have a greater need for aged care services than those living in urban areas for a number of reasons. First, the health of older people in rural and remote areas is generally poorer than in metropolitan areas, even after allowing for the significantly lower health status of many Indigenous people who make up the greater proportion of the population in remote areas (NRHA and ACSA 2004, p. 3). Poorer health contributes to premature ageing later in life. 
A second factor is that many rural areas are characterised by a substantially higher proportion of older single men. In 2006, the ratio of males to females aged 65 years and over was 1.2 in rural areas compared to a population average of 0.8 (BRS 2008; ABS 2007b). Community care options tend to be less viable without the availability of informal care and women tend to provide the majority of such care.
Finally, as discussed, older people are making up a much greater share of the local population. This raises concerns about the provision of not just informal care, but also the sustainability of the workforce in general, and the health and aged care workforce more specifically, in regional and remote areas.
Veterans

The Department of Veterans’ Affairs (DVA) client population — veterans and their widows/widowers and dependents with gold and white cards — make up a sizeable minority of aged care recipients. DVA income recipients represent around 10 per cent of the population aged over 65 years and 27 per cent of the population aged over 85. It is estimated that, in 2006, DVA recipients made up 17 per cent of permanent residents of aged care services, 9 per cent of HACC clients, and 14 per cent of CACP recipients in 2002 (AIHW 2007a, p. 153). This is in addition to those who receive veterans’ home care and DVA community nursing.
While the DVA client population is currently trending downwards (figure 
3.6), after 2020 there is expected to be a resurgence in demand by veterans for aged care as the Vietnam veterans move into their 80s (figure 
3.7).
From a clinical perspective, veterans are a distinct population in so far as the prevalence of particular health conditions, and how they acquired them, differ markedly from the broader population (AIHW 2008a, p. 98). The nature and severity of hazards faced in military service can have long term physical and mental health consequences, which may also vary with their time of service. For example, the rate of alcohol and non-medical drug abuse is higher in the veteran community as a result of post-traumatic stress disorder and other military exposures (SSCFPA 2009, p. 89). In addition, the higher rate and pattern of mental health conditions among veterans differs from the rest of the population (AIHW 2008a, p. 100).
Figure 3.
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DVA projection: eligible population and numbers requiring residential aged carea
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a Treatment population comprise veterans, their dependents and war widows/widowers.

Data source: Repatriation Commission, sub. DR 754.

Figure 3.
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Age profile of veterans by armed conflict
	[image: image12.emf]0

5

10

15

20

25

30

Under 55 55-59 60-64 65-69 70-74 75-79 80-84 85-89 90 or

over

Age

'000's of pensioners

Second World War Korea and Malayan Forces Vietnam Other




Data source: DVA Pensioner Summary December 2010.
Other groups that have different aged care needs
There are a range of other groups who may require services that differ to mainstream services.
Homeless older people

The 2006 Census and other sources identified around 18 000 homeless people aged over 55 years whose accommodation situation was below the minimum community standard of a small self-contained flat (Chamberlain and MacKenzie 2008). However, others have suggested that over the course of a year, the prevalence of homelessness could be three to five times that experienced on any one night (Wright and Devine 1995). 

Homeless older Australians, who are typically financially and socially disadvantaged, often find it very difficult to access mainstream aged care service. In many instances, homeless older people are reluctant to seek out services or to assert their right to care, which may be in part, as Lippman (2009, p. 6) suggests, because they do not recognise that they require care and support. 
The trend in homelessness for older people is not known, and will largely depend upon policies other than aged care. 
People with a disability

Increased access to quality health care, better living conditions, and enhanced social support and participation have led to improved life expectancy for people with a disability (Futures Alliance, sub. 44, p. 1). The trend toward more people with an early onset disability reaching retirement age is expected to continue in the future.
People with early onset disability, such as intellectual disability, also experience the ageing process at an earlier age than the general population (AIHW 2000), and their needs are frequently more complex (Futures Alliance, sub. 44, p. 3). They are also more likely to have had disjointed work histories and therefore their access to funds via superannuation is often limited or absent (Futures Alliance, sub. 44, p. 3). Many, including the most disabled, will already be in receipt of disability support.
People caring for those with a disability

Carers of people with a disability are likely to have special needs if they experience age associated frailty while at the same time retaining responsibility for caring. The physical demands of caring may require carers to seek an assisted living place sooner than they otherwise would have done. But it is quite likely that they will want to be able to accommodate the person they are caring for as well as themselves. This has implications for the type of accommodation these carers will demand as they age. The 2009 SDAC survey found that of the mothers and fathers who were the primary carer for their disabled child, 6.5 per cent were aged over 70 years (see appendix H).
Frail aged couples
The increase in the number of frail aged couples who may wish to remain together in care is yet another dimension of the type of demand that is likely to grow in the future. Increasing longevity, the narrowing gap in life expectancy between the sexes, and the likelihood that some older people will require residential care simply because their frail partner or spouse is no longer able to appropriately care for them, are likely to place additional demands on residential care for more flexible accommodation arrangements for couples. The 2009 SDAC survey found that of the primary carers for a disabled spouse or partner, some 32 per cent were aged over 70 years, and 10.6 per cent were over 80 years of age. Almost 12 000 people over the age of 85 were primary carers for their spouse or partner in 2009 (appendix H).
Gay, lesbian, bisexual, transgender and intersex people
Gay, lesbian, bisexual, transgender and intersex (GLBTI) people can also want services tailored to their specific needs. Like others who may experience discrimination in mainstream services, or who have particular health, cultural or social needs, aged care services for GLBTI people need to be flexible and appropriate (GLBTI Retirement Association, sub. 57).
Growing expectations that preferences will be accommodated 
Older people typically express a strong desire to preserve their sense of self, to maintain their independence, retain control and exercise choice, and to make provision for their security in an uncertain future later in life (for example, Boldy et al. 2009; Leeson et al. 2003; Tanner 2001). Baby boomers seemingly have higher expectations of being able to exercise greater control over their own lives and, more particularly, of being more involved in tailoring aged care services to meet their individual needs and preferences (Quine and Carter 2006). This view is reflected in many submissions such as by Uniting Care Community Options:

With the changing demographics of our communities there is an expectation that models of service will reflect the expectations and requirements of those needing or desiring services, and most importantly that services will reflect needs — rather than dictating what a client can receive or is eligible for. (sub. 152, p. 6)

These expectations will have considerable consequences, not just for the type of aged care services demanded but also for the way they are delivered. Consumer choice involves care recipients being able to choose between services that are differentiated to some degree, such as by:

· the location, type and quality of accommodation in which the care services are provided (including private homes, retirement villages, assisted living environments and residential aged care facilities)

· the options available to pay for accommodation and for care services (periodic or lump sum, ex ante or ex post)

· choice over a ‘menu of service’ options for the approved standard of care which providers offer to care recipients to meet their specific needs and preferences (such as cultural alignment and languages spoken, choice of carer, or timing of service delivery), as well as the option to purchase additional services at their own expense.

A preference to remain at home as long as possible
As older people are less able to care for themselves, the majority prefer to remain, and be cared for, in their own home (Just Better Care, sub. 131). 
Living at home supports a person’s independence and can sustain the comfort of memories, as well as provide other opportunities which may not be as available in more institutional settings, such continuing with established social activities, gardening, caring for pets, and enjoying flexibility in daily routines and choice of food. 
The extent to which the home has an aged-friendly design and location, assistive technologies (such as alarm buttons), and support services will affect the capacity of an older person to remain at home. Retirement villages are often designed with these features to accommodate the desire to age in place. Over the period 1999 to 2010, the market penetration in the retirement living sector has more than doubled from 2.3 per cent to around 5.3 per cent of people aged 65 or over (RVA 2010). For those aged 75 or over, the market penetration rate is around 10 per cent (RVA, sub. 424).
The proportion of older people needing care who are able to remain at home rather than in residential care will depend in large part on the availability of informal carers. It will also depend on the levels of care services available in the community to support these carers. However, it should be noted that as needs progress there will be a point where care becomes more expensive, and less efficacious, to provide at home (Howe et al. 2006). 
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Trends in the availability of informal carers
Social and demographic factors are reducing the ratio of informal carers relative to those needing care

Social and demographic trends suggest that in future there are likely to be fewer informal carers relative to the growing older population. The number of people aged over 70 years relative to those of traditional working age (15–64) is projected to double, from 14 per cent in 2010 to 28 per cent by 2050, while the number of people of working age relative to those over the age of 65 will fall from 5 per cent to 2.7 per cent over the same period (chapter 6). While an extension of the traditional working age (or an increase in labour force participation) can partially offset the effects on the labour force, this could serve to reduce the availability of informal carers if they are less able to combine their caring role with working. Looking forward, there are a number of factors that are likely to have differing impacts on the availability of carers (AIHW 2004a; NATSEM 2004; PC 2005b).

The primary source of informal carers is spouses/partners or other family members (particularly daughters). However, their availability relative to the growing number of older people with a need for assistance is expected to decline over time because of lower marriage rates, smaller family sizes and the increasing age of first-time mothers (ABS 2005, 2006, 2007a). It is worth noting that the current population over 80 years of age actually have a higher pool of carers because they are the parents of the baby boom generation (Gibson 2010). But the availability of carers also depends on co-location and the willingness and ability to provide care. 

The increasing prevalence of single person households (due to increased rates of separation and divorce and the decision of more people not to marry) is also likely to reduce the availability of informal carers. Currently, 44 per cent of persons aged 65 years or older live by themselves (ABS 2005). 
There are several factors working to offset this trend. An increasing number of partners are living longer, which could increase the availability of informal carers. According to the 2003 SDAC, partners comprise 34 per cent of all informal carers (ABS 2004). This rose to 45 per cent in the 2009 SDAC survey (ABS 2010b). In addition, the narrowing of the gap between male and female life expectancy is expected to reduce the relative need for formal care of widows and widowers.

The ability and willingness to provide informal care may also be declining 
Increasing female workforce participation may compound the anticipated shortage of informal carers. That said, much of the increase in female labour force participation in Australia over the past 20 years can be attributed to the growth in part-time employment, which may be more compatible with performing a caring role. The proportion of women working part-time has increased from 37.6 to 45.2 per cent between 1986 and 2006 (ABS 2007c). The Household, Income and Labour Dynamics in Australia (HILDA) 2007 survey found that 1 per cent of women aged 15–64 and 3.7 per cent of women aged 55–64 who work part-time gave caring for disabled or elderly relatives as their reason for doing so. However, there is a consistent 10 percentage point gap in labour force participation between women and men aged 20–34 and 45–54 who are carers compared with those who are not carers (AMP.NATSEM 2006). Further, the trend towards greater flexibility in employment arrangements for some occupations may increase the capacity of some workers to provide informal care.

The willingness of family members, especially children, to provide informal care appears to be declining. Some analysts of social trends point to a society that is becoming more fragmented with a diminishing sense of obligation and responsibility to family — suggesting that the availability of informal carers may decline in coming years (for example, Ganong and Coleman 1999). Others, such as Ozanne (2007), have highlighted the diversity and complexity of family forms and underlying values. Allied to this, de Vaus (1996), drawing on data from the Australian Family Values Survey conducted in 1995, noted that there is considerable variation in the extent to which people accept family obligations. In de Vaus’s view, the survey results:

… did not support the model of a society in which a sense of responsibility and obligation to older family members had been destroyed by rampant individualism. Nor was there evidence of generational self-interest. However, the acceptance of responsibilities and obligations to care and support elderly parents was by no means universal, unequivocal or without qualification. (1996, p. 20)

Interestingly, de Vaus also observed that:

There appears to be a hierarchy of obligations. The more the obligation has a direct impact on people’s lives the more reluctant they are to accept responsibility. (1996, p. 19)
Moreover, it appears that baby boomers are expressing a greater reluctance to be cared for by their children than the current and previous generations of older Australians. Research by the Australian Housing and Urban Research Institute (AHURI) found: ‘the question of agreeing to mutual living arrangements with the children, be it in the form of co-habitation or the “granny flat” option, was met with quite animated articulations of disdain and dismissal’ (AHURI 2005, p. 82). The study did find that the idea of living with adult children and their families was more likely to be acceptable for people from migrant backgrounds.
The adequacy of support provided to informal carers can be a significant factor in influencing their willingness and capacity to undertake and maintain a caring role. Given the high personal costs that informal carers sometimes experience, programs that enhance access to information, financial support, respite, flexible workplace arrangements, training and assistive technologies can play an important role in encouraging and ensuring that informal care services continue to be provided.

Effects on demand for formal care 

Several analysts have used various approaches to explore the future availability of informal carers and, regardless of which metrics are used, they all concluded that the relative supply is expected to decline. Representative of this research is NATSEM (2004, p. 30), which projected that the supply of informal carers could rise by 60 per cent between 2001 and 2031, while on current trends demand would rise by 160 per cent.

To the extent that community care is predicated on the availability of an informal carer, the anticipated shortage of carers will reduce the sustainability of some community care programs and increase the demand for residential care. Anecdotal evidence suggests that the absence of an informal carer is the single most common trigger for an older person moving into residential care. For example, the report for the Community Care Coalition observed that ‘several carers noted that their role as an informal carer is not suitably recognised as imperative to clients’ ability to live independently at home’ (Allen Consulting 2007, p. viii).

This issue is also reflected in the AIHW’s assessment in its submission to the House of Representatives Inquiry into better support for carers:
… if the 1981 patterns of use of institutionalised care had been maintained until 1996, then an additional 80 700 people would have been living in health and welfare institutions in 1996, or 38 per cent more than were actually according to the 1996 Census. (AIHW 2009d, p.5)
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The influence of price and wealth on demand
In a free market the price of services, along with people’s capacity to pay and their preferences, determine the demand for the service. Many aged care services are heavily subsidised by government, in part to reduce the need for more expensive publicly-funded services, but in the main to ensure that older Australians receive adequate care. For such services, price signals are dampened by free provision or the need for the client to only make a small co-contribution. Wealthier older Australians have the resources to make a greater contribution to the cost of their aged care, and to purchase services beyond those subsidised by government. Hence future demand for publicly-funded services will depend on the policy choices about co-contributions to the cost of care, what services are covered by the aged care system, eligibility for care, and how these interact with older Australian’s wealth and their sensitivity to prices. The demand for aged care services will also depend on the policy stance in other areas such as acute care hospitals and preventative and wellness programs.
The effect of price on the demand for aged care services

Demand for some aged care services has been managed through the use of means- tested co-contributions. While for some programs these are set by government, for others providers can set co-payments based on their assessment of the consumer’s capacity to pay (HACC, charges for extra services, accommodation bonds). 
The exposure to a charge for service can affect demand, but the extent of the impact is quite uncertain, and likely to vary with the nature of the service (see appendix E). Hogan reported that:

At the lower end, some studies indicate that demand is relatively inelastic with respect to price, with demand decreasing by only 0.16 per cent for every 1.0 per cent increase in the price of care. At the higher end, some studies have found much greater price elasticity of demand, with demand decreasing by 2.3 per cent for every 1.0 per cent increase in the price of care. This considerable difference in predicted elasticity is mainly due to the highly subsidised nature of residential services. This high level of subsidisation distorts demand because the benefit individuals receive is leveraged by the subsidy and this leverage dilutes the influence of price on demand. (2004b, p. 94)
The capacity of older Australians to pay for aged care
The baby boomer cohort has, on average, higher levels of income and wealth than previous generations. Wealth and income is not, however, evenly distributed across this cohort. Those with significant income and/or assets will be able to make significant contributions to the aged care services they may need or want in the future. But some will be totally reliant on publicly subsidised care. These factors have important implications for the design of the aged care system.
Older Australians account for a growing share of household wealth

The distribution of wealth has been shifting towards older Australians since the mid-1980s and this trend is expected to continue over the next few decades. Indeed, older people in the future are likely to have significantly more wealth in real terms (that is, adjusted for the effects of inflation) than previous older cohorts (table 
3.3). Kelly (2002) estimated that the share of Australia’s total household net wealth for those aged 65 and over could increase from around 22 to 47 per cent between 2000 and 2030, while their share of the population is projected to grow from 12 per cent to around 19 per cent over the same period. 
Table 3.
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Projected average family wealth by asset and age

Share of family wealth by asset class
	
	
Cash depositsa
	

Shares
	
Equity in own home
	Equity in rental property
	
Super-annuation
	
Total net worth

	
	%
	%
	%
	%
	%
	In 2000 $

	Year 2000
	
	
	
	
	
	

	65–69
	20
	7
	56
	5
	12
	270 000

	70–74
	22
	6
	63
	5
	4
	221 800

	75+
	17
	4
	75
	4
	1
	139 500

	Year 2030
	
	
	
	
	
	

	65–69
	31
	8
	43
	3
	14
	811 400

	70–74
	32
	6
	53
	5
	4
	691 300

	75+
	33
	4
	56
	7
	1
	622 700


a Cash deposits also includes annuities, allocated pensions and managed funds.

Source: Kelly (2002, pp. 21–22).
As Table 3.3 shows, equity in the home is a major source of wealth for all ages, but a greater share for older ages. This is expected as people draw on their assets during their retirement years, and will draw on the more liquid assets before accessing their home equity. The family home does, however, remain the main savings vehicle for most households. The ABS’ Survey of Income and Housing 2007-08 shows that the mean value of the household residence by the age of the reference person. For those aged 65 years and over the mean value was over $400 000 (figure 
3.8). 
Figure 3.
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Mean and median values of household residence by age

2007-08
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Data source: ABS (2009d) Expanded Confidential Unit Record File (CURF).
But the average masks major differences in capacity to pay
Beyond the overall picture of increased affluence there lies considerable diversity in wealth among older Australians. For example, it is estimated that the average personal net worth of the wealthiest one-quarter of baby boomers (born between 1945 and 1964) is $910 400, while the least wealthy one-quarter of baby boomers have an average personal net worth of $68 300. This means that the poorest one- quarter of baby boomers possess 4.4 per cent of the group’s net worth while the wealthiest one-quarter enjoy 60 per cent of the boomers’ $1 648 billion net worth (AMP.NATSEM 2007, p. 18).
Given that few recent retirees need aged care, it is the wealth of the older age groups that largely determines the capacity to pay for aged care. People save during their working years and run down their assets in retirement, so peak wealth is likely to be at the point of retirement. The structure of the Age Pension assets test may encourage people to run down their assets other than their principal residence in order to qualify for a part pension, and there is some evidence to suggest that this is occurring (Bradbury 2010). 

The HILDA survey data provides some indication of the distribution of assets for individuals over the age of 65 (table 
3.4). In general, for this cohort, wealth declines with age, but to a lesser extent than might be expected if people are drawing down their wealth to meet their living expenses. The data suggests that, apart from those in the lowest deciles, people have some financial capacity to contribute to the cost of their aged care services.
Table 3.
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Identified individual wealth including apportioned equitiesa
In 2006 dollars

	Decile
	65+
	75+
	80+

	10th
	4 500
	5 200
	6 000

	20th
	82 634
	44 000
	32 220

	30th
	149 404
	130 350
	122 637

	40th
	200 003
	180 000
	185 515

	50th
	252 900
	221 860
	220 430

	60th
	314 800
	280 000
	272 300

	70th
	411 760
	352 358
	344 120

	80th
	610 160
	500 750
	518 602

	90th
	1006 450
	790 881
	765 450

	Max
	15 373 196
	5 084 977
	4 697 560


a Composed of the number of dollars a person has in both individual and joint bank accounts, the dollar value of an individual’s superannuation assets, the dollar value of any apportioned equity an individual holds in any residential dwellings and the dollar value of any apportioned investments an individual holds in shares, managed funds and property trusts. 

Source: HILDA (2010) Release 8.0.
Figure 
3.9 draws on the HILDA data to identify the trends in the real wealth of people aged 85 years or over. This includes an individual’s equity in their family home. The relatively small size of the sample and the absence from the data of those people living in residential care means that conclusions about a rising value of assets for the 85 years and over age group are only tentative. 
Figure 3.
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Assets of people aged 85+

For 2002 and 2006
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Data source: HILDA Waves B and F.
The effects of other policy areas on the demand for aged care
Changes to policy settings in other social policy areas can also affect the demand for aged care. In terms of capacity to pay, the structure of the Age Pension assets test affects the incentives to save to meet the uncertain costs of aged care. The distortions in the aged care system arising from the exclusion of the home (and accommodation bond) in the social security assets test is analysed in chapter 7. Policy changes in this area have implications for savings and the willingness to use home equity to pay for additional care.
Health policy that affects the burden of disease will have implications for care needs, while building codes and planning and zoning can influence the availability of housing that allows older people to remain independent in their own home. There are also some more direct policies that affect the availability of alternatives to the aged care system.
Changes in the provision of ‘aged care’ beds in acute care hospitals

There is evidence that ‘acute care’ beds are being used to meet ‘aged care’ needs. The NHHRC estimated that almost 20 per cent of older patients in public hospitals would receive more appropriate care outside an acute hospital (NHHRC 2009, p. 54). In its view, the reasons older patients receive inappropriate care include lack of appropriate post-acute care services, delays in the discharge process, delays in diagnostic tests, and delays in medical and other specialised consultations.

The National Health and Hospitals Network recently estimated that 340 000 people were unnecessarily admitted or readmitted to the acute hospital system due to a lack of palliative or sub-acute services such as rehabilitation, geriatric and psychogeriatric care. Moreover, 31 per cent of transfers from residential aged care facilities to acute hospitals are potentially avoidable (Australian Government 2010a). 
The NHHRC proposed, and the Council of Australian Governments (COAG) (2010a) has agreed to, reforms to the hospital system that aim to reduce the extent to which hospitals provide care to older people that could be provided more appropriately in the individuals’ homes or in residential care (chapters 9 and 10). These reforms are expected to provide more appropriate care for the older patients as well as reduce the overall cost to government.
Wellness and preventative programs

Advances in treatment, prevention and cure in the future may mitigate the disabling consequences of diseases that cause dementia and reduce obesity and its consequences. Public health programs can play a role. For example, some forms of cancer and coronary heart disease have fallen as a result of reduced rates of smoking and improvements in diet, as well as through screening programs and early interventions such as the use of statins (DoHA 2003). There is also growing recognition of the scope to reduce the incidence of disabilities for older people through preventative and wellness interventions. 

These developments can result in a relative decline in demand for aged care services. In some cases, however, this may not reduce pressures on overall government expenditure. On the contrary, increased spending on health care is a precondition for lower disability (OECD 2006). However, there may be a range of other interventions targeted at older people that are cost effective for government to provide. 
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Calculating the trends in demand

The 2010 Intergenerational Report projected that Australian Government spending on aged care as a proportion of Gross Domestic Product (GDP) could increase from 0.8 per cent in 2009-10 to around 1.8 per cent by 2050 (Australian Government 2010a, p. 57). Such estimates depend not just on the number of older Australians needing aged care services but also on the scope of publicly supported services, eligibility criteria, co-contributions, and the costs of the services provided. 
Working out the impacts of all the various factors on demand is complex. Figure 
3.10 sets out the data required to make robust projections of demand. Demand needs to be differentiated by type of service, location, level of co-contributions, and potentially different ‘lifestyle’ quality aspects. The first column in the figure lists the main sources of data available to inform demand projections. Much of this data is collected by DoHA, and is available only in a relatively aggregate form. 
Unmet demand

Access to aged care services is currently managed by an eligibility assessment process and by control over the supply of services through planning ratios. These ratios allow the Government to manage its fiscal exposure through the rationing of residential bed licences and community care. As discussed in chapter 2, from July 2011 the planning ratios provide for 113 allocated aged care places per 1000 people aged 70 or over, comprising 88 for residential care and 25 for community care packages. The planning ratio for residential places has declined from 100 in 1985, while community care packages have taken up a rising share of places since they were introduced in 1992. These numbers do not include HACC services.

Planning ratios do not necessarily reflect the level of demand. If demand exceeds supply the ratios are binding, while if there is excess supply the ratios are irrelevant and could be removed. The evidence suggests that there may be considerable unmet demand. For example, Access Economics (2010a) cite the 2003 SDAC to estimate that 678,800 people requiring assistance either had their needs partly met, or not met at all, or 18.1 per cent of people requiring assistance. The 2009 SDAC data suggests that overall the share of people whose needs were being fully met has not changed significantly since 2003. There was, however, a significant decline in the share of people with a disability whose needs are not met at all, from 3 per cent in 2003 to 1 per cent in 2009. The 2009 survey reported that 53 per cent of people with a profound core activity limitation stated that their needs were fully met, while this was lower at 32 per cent for those with a mild core activity limitation (ABS 2011). However, this self-assessment of needs and the extent to which they are being met depends on what the individual’s views are, and may over or underestimate the unmet level of need. 

Figure 3.
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Data needed to make projections for the demand for various services
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Another way of defining unmet demand is the gap between those wanting services under current arrangements and the services they receive. While data is available on the number of services received there is no reliable data available on those who would like, but cannot receive, these services. 

The over-subscription of services is another indicator of excess demand. In community care the evidence suggests a shortage of places — the 2008-09 funding application rounds for community care packages were oversubscribed, with the (then) Minister Justine Elliot reporting that the ‘… aged care sector has sought 27,039 community care places for the 2,784 places on offer’ (Elliot 2009). However, this would not pick up those who do not apply for the services, nor those who already access services through HACC, but would prefer CACP which also has different co-contribution rates.

Moreover, there are other factors that might affect the take up of available services. In 2009 fewer bed licences were taken up than were made available, and some bed licences have been handed back. Industry representatives have argued that this reflects difficulties in raising capital to invest in new high care beds under current funding arrangements rather than a shortfall in demand (Cam Ansell and Jim Toohey, sub. 464, p. 3).

Other indicators of whether demand is fully met are the usage rates of available services. There are reports of unusually high vacancy rates being experienced by some residential care providers (for example, Anglican Care, sub. 49; Fronditha Care, sub. 436; Cook Care, sub. 442). But this decline in occupancy rates has not affected all services, as DoHA noted in its submission: 
It is still the case that two in five aged care homes are operating with occupancy rates above 98 per cent. (sub. 482, p. 55)

Estimates of unmet demand are essential for estimating the cost of implementing the proposed reforms. One way of approximating demand is to use the number of people approved by Aged Care Assessment Teams (ACATs), however this would only be relevant for the more intensive services that require prior ACAT assessment. This approach is not without problems (see box 
3.2), but while the ACAT approval data is an imperfect measure of demand for aged care, it is the best basis available to the Commission, and it is likely to provide an indication of the order of magnitude of demand.
Data supplied by DoHA clearly shows that in each year between 2006 and 2009 there was a substantial difference between the number of people approved for more intensive care for the first time in their lives and the number entering such care for the first time (table 
3.5). However, this difference between approvals and entry into care has narrowed. In 2006, for every 100 people admitted into care for the first time, another 105 were approved for care for the first time in their life. By 2009, this number had fallen so that for every 100 people admitted into care for the first time, only 53 more people were approved for care for the first time. 

Do not delete this return as it gives space between the box and what precedes it.
	Box 3.
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Estimating unmet demand

	To obtain an approximate indication of the magnitude of unmet demand, the Commission has compared the number of people who are approved for care by an ACAT team for the first time in their lives to the number of people who enter care for the first time. The information provided on approval for care and entry into care are from different datasets, and there is currently no basis for identifying which individuals have entered care. 

As many people approved for care by an ACAT team are already receiving HACC services, a proportion of unmet demand would actually be ‘inadequately met demand’ rather than ‘completely unmet demand’. However, there will also be people who need HACC services who do not currently receive them.

There are a number of problems with this approach:

· the ACAT assessment process is often the first point of contact and information that people receive about the aged care system and their emerging care needs — as such, it does not necessarily reflect what services a person wants to access as opposed to their assessed need

· people only learn about the amount they are expected to pay for aged care after they have been assessed — so approved care does not necessarily reflect the type or quantity of services a person is willing to pay for (based on current subsidy arrangements)

· people’s circumstances and conditions change over time — their condition can improve, deteriorate or they may die. ACAT assessments may take the potential for increased need into account, but that need may not eventuate

· the widely reported wait times both to receive an ACAT assessment and to enter care may discourage people from being assessed for care.

The interaction of these factors means it is uncertain if the number of approvals for aged care services understates or overstates the demand for aged care services. 

	Source: Appendix E.

	

	


Table 3.

 SEQ Table \* ARABIC 5
First lifetime approval or entry into aged carea

	
	First lifetime ACAT approval
	First lifetime admission
	Difference between approved and admitted

	
	
‘000 people
	
‘000 people
	
‘000 people
	% of first lifetime admissions

	2006
	134
	66
	70
	105

	2007
	123
	69
	57
	82

	2008
	117
	72
	48
	67

	2009
	108
	72
	38
	52

	Average
	121
	70
	53
	76


a(First lifetime approval is the number of people who were approved for any of respite care, CACP, EACH, EACH-D or permanent residential care in a given year — but only if they have never been approved by the same ACAT team for any of these services before. There may be some double counting if people had previously been approved for care by an ACAT team in another region. First lifetime entry into care is the number of people who enter respite care, CACP, EACH, EACH-D or permanent residential care in a year who have never used any of those services before.

Source: DoHA Aged Care Data Warehouse, supplied by DoHA on 24 September (admissions) and 10 November (approvals) 2010.

The gap between approvals and entry for care has narrowed each year both because more people are accessing care for the first time and less people are being approved for care for the first time. However, most of this change is because of the reduced number of first lifetime approvals. It is not clear why the first time approvals have declined, but it is possible that reduced access to assessment has been a contributing factor. At least one ACAT team has indicated that only approving people with more urgent care needs, with the result being shorter waiting times for those approved (Stevens et al. 2010), and at least one aged care provider has noted that some ACAT teams withhold approving people for care until places are available (Blue Care, sub. 254, p. 58).

The comparison between first lifetime approval and entry into care has only been presented for four years, based on DoHA advice that data on approvals in earlier years were incomplete.

Future demand for aged care services
The growth in the population of older Australians, increases in longevity and with it some age-related conditions (notably dementia), and growing diversity in the types of services that are needed and wanted, all point to considerable growth in the demand for aged care services.
Access Economics (2011) provides some estimates of the shortfall in supply relative to demand if the current over 70 years planning ratios were continued. Its 85+ scenario takes into account the change in the demographic profile of the 70+ population and hence a higher need for services in this 70 years and over age cohort in the future.
Deficits in aged care supply will first start to emerge in 2012 as the demand for aged care driven by the increasing number of people aged 85 and over begins to outstrip the planned growth in supply under current policy. Specifically, if there were no changes to current policy, the projected deficit in aged care supply under the 85+ scenario would reach almost 280,000 places and packages across Australia by 2050. (Access Economics 2011, p.5).
The projections of future demand used to estimate the public and private costs of the aged care system under the proposals set out in this report are provided in appendix E. 
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