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The costs of the NDIS

Do not delete this return as it gives space between the box and what precedes it.
	Key points

	· The initial cost of the National Disability Insurance Scheme (NDIS) would be very modest, reflecting the Commission’s recommendation that the scheme be gradually rolled out over several years following intensive work on implementation by a high level taskforce.

· The Commission estimates that, after gradual implementation of the scheme, its net cost would be around $6.5 billion in 2018-19.

· The annual gross cost of the NDIS in 2018-19 is estimated at $13.6 billion, comprising $11.8 billion in care and support (accommodation support, attendant care, day programs, respite, therapy and other supports), $580 million in aids and appliances, $120 million in home modifications, $80 million in transport and other costs (including tier 1 and tier 2 functions, disability support organisations, assessors and local area co-ordinators).

· The direct offset to this gross cost in 2018-19 is estimated at $7.1 billion. This takes into account the current spending on people aged less than 65 years (comprising spending from the National Disability Agreement, Home and Community Care, residential and community aged care, aids and appliance schemes, transport taxi subsidy schemes and psychiatric disability community supports). 

· The annual cost of the scheme in 2011-12, 2012-13 and 2013-14 is estimated to be $10 million, $50 million and 550 million respectively, with service delivery commencing in 2014-15 at a net cost of $890 million. The net costs then increase over time to $6.5 billion in 2018-19.

· When the NDIS matures (say in 2050), the net cost is estimated to be $4.4 billion. There will be savings in care and support through early interventions and community capacity building (for example, more people with a disability able to live in the community with intensive supports rather than in supported accommodation). A further offset is when the National Injury Insurance Scheme matures.

· A variety of data sources were used to derive the NDIS cost estimate, including the 2009 Survey of Disability, Ageing and Carers.

· There are uncertainties about the cost estimates because of the nature and quality of the data. Data uncertainties are common in designing new insurance products and schemes. Similar data uncertainties were faced by the NSW Government when it agreed to implement the Lifetime Care and Support Scheme.

· An estimated 411 000 people in 2018-19 under the age of 65 years would access NDIS-funded, individualised supports (tier 3 of the scheme). Of these, approximately:

· 329 000 would have significantly reduced functioning in self care, mobility, communication and/or self-management.

· 82 000 people would be supported by early intervention.
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Introduction

This chapter discusses the costs of the National Disability Insurance Scheme (NDIS). The cost estimates take into account who the NDIS is for (chapter 3) and the types and level of formal supports required (chapter 5). Specifically, this chapter outlines:

· the data available to undertake the costing 

· the estimated number of people in 2018-19 who would access NDIS-funded, individualised supports (tier 3 of the NDIS)

· the cost of the NDIS in 2018-19, considering the types and levels of support for people in tier 3

· the 2018-19 offsets to the gross cost of the NDIS — that is, current government funding of people likely to be in tier 3 of the NDIS

· variations to the base case (scenario analysis)

· annual costs from 2011-12 to 2018-19 as the scheme builds up to its full operating level and annual costs when the NDIS is a mature scheme (say 2050).

A ‘bottoms-up’ method is used to estimate scheme costs. It divides eligible people into groups with similar support needs and estimates the average per person cost of support in each group. By multiplying the average per person cost by the estimated number of people in each group, an estimate of the annual cost for each group is obtained. The total scheme cost is then the sum of the cost of each group.

There are three sources of uncertainty in the costings, the: 

· estimated number of people likely to be in tier 3

· appropriate nature and level of supports (including wage rates) to assign to people in tier 3.

· average per person costs of these supports.

As no data source contains the exact information required to cost the NDIS, a range of data sources are used. The main data source used to estimate the number of people in tier 3 is the 2009 ABS Survey of Disability, Ageing and Carers (SDAC) Confidentialised Unit Record File (CURF) and Master Unit Record File (MURF).

The 2009 SDAC CURF was not available for the draft report. The CURF has allowed more detailed modelling to be undertaken for the final report and some changes to the cost estimates. Further, people with significant and enduring psychiatric disability were more comprehensively included in tier 3.

The 2018-19 costs presented assume that the scheme is fully operational. The scheme is expected to be fully operation in 2018-19 with a gradual implementation phase from 2011-12 to 2018-19. The annual costs from 2011-12 to 2018-19 are discussed in section 6.6. 
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Data 

Accurate cost estimates for the NDIS could be prepared if a longitudinal database existed that included information on individuals functional support needs, health conditions and use of formal and informal support. The current absence of such a database hampers the ability to prepare cost estimates of the NDIS. Greater investment in such data management and reporting would assist in preparing more accurate cost assessments in the future (as recommended in chapter 12).
The 2009 SDAC (progressively released from December 2010) is the most up-to-date information on the level of disability within the Australian population. Specifically, the 2009 SDAC includes:

· demographic and socioeconomic wellbeing information on people with disabilities and their carers

· detailed information on activity limitations (for example, self-care, mobility and communication)

· information on main disabling conditions and the functional support needs associated with these main disabling conditions.

The sample size of the 2009 SDAC was increased to almost double that of the 2003 SDAC to improve the quality of the estimates at both national and state and territory levels. The 2003 SDAC was approximately a one in 400 household sample. Despite the increase in the sample size of 2009 SDAC, considerable uncertainty remains due to the small number of people with some less common disabilities. Where relevant, the relative standard errors of estimates are included.

The 2003 SDAC (adjusted for the population in 2009) and underlying information from the burden of disease data on the prevalence of certain health conditions were used to further understand the possible range of people likely to be included in tier 3 of the NDIS (section 16.3). However, these sources were not used to estimate the number of people with significant and enduring psychiatric disability. Extensive modelling has already been undertaken by the Australian Government on the size of this group and this modelling was used in the analysis.

A variety of sources were analysed to estimate average per person costs for different types of supports and severity levels, including:

· information on the unit costs of disability supports provided under the National Disability Agreement — specifically, accommodation support, community support, community access and respite

· information on the annual cost of attendant care, supported accommodation, equipment, home modifications and transport of people in the:

· NSW Lifetime Care and Support Scheme

· serious injury division of the New Zealand Accident Compensation Corporation 

· major injury division of the Victorian Transport Accident Corporation 

· the Multiple Sclerosis Longitudinal Study

· taxi subsidy schemes in NSW and Victoria for people with disabilities

· a number of community mental health programs including the NSW Housing and Accommodation Support Initiative (HASI) and the Victorian home-based outreach initiative.

The estimated average per person costs are set out in section 16.4.
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Estimated number of people in tier 3

Numbers of people in tier 3 by age group and criterion

As outlined in chapter 3, a person in need of tier 3 support would have to meet at least one of the following conditions:

· have significantly reduced functioning in self-care, communication, mobility or self-management
 and require significant ongoing support. For example, this would include people who need support in toileting, significant support for mobility and/or communication or supports in self-management and planning to live successfully in the community (such as those with intellectual disabilities or those with significant and enduring psychiatric disability), and/or

· be in an early intervention group. This would encompass people for whom there was good evidence that the intervention would be safe, significantly improve outcomes and would be cost-effective. It would mainly comprise two groups. One group would be those for whom there was a reasonable potential for early interventions that would improve their level of functioning (as in autism, acquired brain injury and sensory impairments). The other would be those with newly diagnosed degenerative diseases, such as multiple sclerosis and Parkinson’s disease, for whom early intervention would enhance their lives. For instance, assisting in retaining bladder control can assist people with worsening multiple sclerosis.
The interaction of the NDIS with other government support schemes is also discussed in chapter 3. The Commission recommends that memoranda of understanding be established with relevant agencies (including those responsible for aged care, health, acute mental health, education, housing, transport and palliative care services) so that people access the most suitable supports and expertise. Further, the Commission proposes that upon reaching the pension age (and at any time thereafter), the person with the disability could elect to stay with the NDIS or move to the aged care system (but would be funded by the Australian Government). Hence, only people aged less that 65 years were included in the analysis (appendix C).

A combination of functional support need and main disabling condition was used to estimate the number of people in tier 3 (table 
16.1). A more detailed breakdown of the main disabling conditions included is provided in appendix H.

It is important to note that, while a combination of functional support need and main disabling conditions was used to proxy tier 3, it is not proposed that any person be excluded on the basis of condition. However, it is likely that people with certain conditions (such as cancer and other chronic health conditions) will have their needs best met by another system (such as the health and the palliative care system). Hence, in proxying the tier 3 population it assumed that people with certain conditions were most likely in or most likely out and hence either included or excluded. For example, people with cancer most likely will not need care and support for a prolonged period of time (say more than five years) and hence people with cancer were excluded from the costings. People with acquired brain injury, more often than not, will need ongoing care and support and hence were included in the costings. In practice it is unlikely that 100 per cent of people with an acquired brain injury need ongoing long-term care and support and 0 per cent of people with cancer require ongoing long-term care and support.

Table 16.
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Parameters used to estimate the number of people in tier 3

	Criterion
	Functional support need
	Health conditions included
	Health conditions excluded

	Significant limitations with self-care, communication, mobility and self-management – core activity component


	A person needs assistance with at least one core activity at least once a day


	Intellectual disability, congenital malformations, deformations and chromosomal abnormalities

Nervous system disorders (including multiple sclerosis, cerebral palsy and Parkinson’s disease)

Sensory conditions (including hearing, vision and speech)

Musculoskeletal disorders (including arthritis and back problems)

Injury (including head injury and amputations)

Autism and autism related disorders (including Rett’s syndrome and Asperger’s syndrome)

Dementia and Alzheimer’s disease

Stroke

People with significant and enduring mental health condition
	Respiratory conditions (including asthma and emphysema)

Diseases of the digestive system

Diseases of the skin and subcutaneous tissue

Diseases of the genitourinary system

Neoplasms (including breast cancer and prostate cancer)

Diseases of the blood and blood forming organs (including haemophilia)

Diabetes

Obesity

Mental health conditions which are not significant and enduring

Diseases of the circulatory system

	Significant limitations with self-care, communication, mobility and self-management – 

self-management component

(Note: this excludes people already captured in the core activity component)


	People with a profound, severe, moderate or mild core activity limitation 

People with a disability who are not restricted in core activities but have schooling/

employment restrictions
	Intellectual disability, congenital malformations, deformations and chromosomal abnormalities
	All that were excluded from the ‘significant limitations with self-care, communication, mobility and self-management – core activity component’

Nervous system disorders

Autism and autism related disorders

Acquired brain injury

Stroke

Paralysis

Dementia and Alzheimer’s disease


(Continued next page)

Table 16.1
(continued)
	Criterion
	Functional support need
	Health conditions included
	Health conditions excluded

	Early intervention (not already captured in ‘significant limitations with self-care, communication, mobility and self-management’ — both the core activity component and the self-management component)


	People with a profound, severe, moderate or mild core activity limitation 

People with a disability who are not restricted in core activities but have schooling/ employment restrictions
	Nervous system disorders (including multiple sclerosis, cerebral palsy and Parkinson’s disease)

Autism and autism related disorders (including Rett’s syndrome and Asperger’s syndrome)

Acquired brain injury

Stroke

Paralysis

Dementia and Alzheimer’s disease
	All that were excluded from the ‘significant limitations with self-care, communication, mobility and self-management’ group

Mental health conditions which are not significant and enduring

Musculoskeletal disorders


Discussions with clinicians assisted in understanding which health conditions are most likely to require long-term care and support. Clinicians informed the Commission that respiratory conditions (such as chronic obstructive pulmonary disease and asthma), cancers, diabetes (without associated blindness or amputation) and cardiovascular conditions (except stroke) do not require long-term care and support outside of the health system in the vast majority of cases. Clinicians also informed the Commission that certain conditions are likely to result in ongoing care and support such as intellectual disability, degenerative neurological conditions, spinal cord injury and acquired brain injury.

A further consideration in the costing was the adequacy of the 2009 SDAC in identifying people who need assistance daily with self-management. It was not easy to ascertain which particular questions best identified self-management. Self-management tends to be associated with health conditions such as intellectual disability, acquired brain injury and psychiatric disability. 

Intellectual disability was used to proxy the self-management group (who do not have daily needs with core activities). People with acquired brain injury (who do not have daily needs with core activities) were included in the early intervention group and people with a significant and enduring psychiatric disability were not estimated using the 2009 SDAC.

Different levels of functional support need were used for different criteria:

· People requiring at least daily assistance with core activities (self-care, communication and mobility) was used to estimate people in the core activity component of the significant reduced functioning group.

· The ABS functional definition of people with a disability
 was used to estimate the self-management component of the significantly reduced functioning (along with a main disabling condition of intellectual disability). This broader definition was used as there are no direct questions on self-management in the 2009 SDAC.

· The ABS functional definition of people with a disability was also used to estimate the number of people who may require early intervention. The early intervention group was assumed to include people who are likely to require ongoing low-level support, as well as people who need episodic support. For example, an early intervention for behavioural support may be time-limited, whereas an early intervention for a person with multiple sclerosis may be ongoing. In the latter case, the person with multiple sclerosis may not be at a stage where they require daily support. However, low-level support would assist with managing the condition in the immediate future.

It is estimated that 411 250 people (or 2.2 per cent of the population under the age of 65 years) would be in tier 3 of the NDIS in 2009 (table 
16.2). Of these, 329 510 people would have significantly reduced functioning:

· 222 310 require daily assistance with core activities

· 50 320 with self-management limitations (but not daily needs with core activities)

· 56 880 with significant and enduring psychiatric disability.

In addition to those with significantly reduced functioning, a further 81 740 would receive early intervention support.

Consultations with experts who have previously examined the prevalence of enduring psychiatric disability for the Australian Government suggest that around 0.4 per cent of the adult population (or 12 per cent of those adults with severe mental disorders) would have ‘severe, persistent and complex’ psychiatric needs (around 57 000 people). This closely approximates the criteria for identifying people likely to require individualised supports under tier 3 of the NDIS. These are individual who:

· have a severe and enduring mental illness (usually psychosis) 

· have significant impairments in social, personal and occupational functioning that require intensive, ongoing support

· require extensive health and community supports to maintain their lives outside of institutional care. 
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Estimated number of people in tier 3a
	Criteria
	0–14 years
	14–49 years
	50–64 years
	Total 

	2009 SDAC
	
	
	
	

	Significantly reduced functioning
	
	
	
	

	People with daily needs in self-care, communication and/or mobility
	77 320

(8.2%)
	80 490

(6.7%)
	64 500

(6.8%)
	222 310

(4.3%)

	People with self-management limitations (without daily needs in core activities)
	23 850

(16.8%)
	20 900

(19.8%)
	5 570

(27.8%)
	50 320

(12.1%)

	Psychiatric disabilityb
	
	56 880
	56 880

	Early intervention
	19 790

(17.5%)
	38 480

(13.1%)
	23 470

(13.6%)
	81 740

(8.0%)

	Total tier 3
	120 960
	196 750
	93 540
	411 250

	Total population
	4 145 000
	10 838 000
	3 883 000
	18 866 000

	% of total population
	2.9
	1.8
	2.4
	2.2


a Relative standard errors of estimate in brackets where available. b The specific age breakdown for psychiatric disability was not provided beyond 15–64 years.
Sources: Commission calculations based on ABS (unpublished); unpublished research for psychiatric disability.

As a means of independently verifying that the projected tier 3 use is a reasonable approximation, the same criteria were applied to the 2003 SDAC CURF (to the extent possible given data limitations — the significant and enduring psychiatric disability numbers were not compared). The estimates were adjusted to reflect the population and demographic profile of Australians in 2009 using ABS population estimates (ABS 2008d). The aggregate estimates of the number of people eligible for tier 3 in the proposed NDIS are very similar (345 460 in the 2003 SDAC compared with 354 370 in the 2009 SDAC — table 
16.3). However, there are differences in the estimates by different criteria and ages. In particular, the estimates based on the two datasets diverge in terms of the self-management group (without daily needs with core activities) and for the 50–64 year age group. This may reflect overlapping classifications and co-morbidity. Nevertheless, the similarities of the aggregates suggest reasonable reliability of the overall estimate of the number of people in tier 3.
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2009 and 2003 SDAC tier 3 comparison

	Criteria
	0–14 years
	14–49 years
	50–64 years
	Total 

	2009 SDAC
	
	
	
	

	People with daily needs in self-care, communication and/or mobility
	77 320
	80 490
	64 500
	222 310

	People with self-management limitations (without daily needs in core activities)
	23 850
	20 900
	5 570
	50 320

	Early intervention
	19 790
	38 480
	23 470
	81 740

	Total tier 3
	120 960
	139 870
	93 540
	354 370

	Total population
	4 145 000
	10 838 000
	3 883 000
	18 866 000

	% of total population
	2.9
	1.3
	2.4
	1.9

	2003 SDAC converted to 2009 estimates

	People with daily needs in self-care, communication and/or mobility
	82 520
	72 370
	55 230
	210 120

	People with self-management limitations (without daily needs in core activities)
	27 220
	39 460
	6 130
	72 810

	Early intervention
	11 740
	31 630
	19 150
	62 520

	Total tier 3
	121 490
	143 450
	80 520
	345 460

	Total population
	4 145 000
	10 838 000
	3 883 000
	18 866 000

	% of total population
	2.9
	1.3
	2.1
	1.8


Source: Commission calculations based on ABS (2004, 2008d, unpublished).

Epidemiological data compared with 2009 SDAC data

In order to further test the robustness of the results, the estimates were checked against the 2003 Australian Burden of Disease (BoD) data (Begg et al. 2007) which included estimates of the prevalence of health conditions (table 16.4). 

The BoD study analyses levels of death and disability from a comprehensive set of diseases, injuries and risks, which are combined to form an estimate of the total health ‘burden’. The classification of diseases is based on the International Classification of Disease — Version 10. The BoD study includes an extensive review of available data and literature, and has information on the incidence, prevalence, duration and relative risk of mortality for major diseases by age and sex.

However, while these data may present a more accurate estimate of the number of people with each health condition than the 2009 SDAC, they do not include any information on functional limitations for each condition, or on co-morbidity. This means that while useful as a cross-check, the BoD data cannot itself be used to cost the NDIS.

In order to make consistent comparisons between the BoD and 2009 SDAC, it was necessary to include all people in the 2009 SDAC aged under 65 years who reported having a condition — not just those with or who have functional support need. As such, the 2009 SDAC data in table 16.4 is higher than those in tables 16.2 and 16.3.
Table 16.
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Comparison of 2009 SDAC and BoD dataa
	Condition
	2009 SDAC
	BoD (adjusted to 2009 population)
	Ratio of BoD estimate to 2009 SDAC estimate 
(%)

	Intellectual disability
	206 720
	249 100
	121

	Schizophrenia
	51 770
	82 030
	158

	Multiple sclerosis
	20 530
	12 570
	61

	Dementia
	4 100
	9 570
	233

	Epilepsy
	89 480
	46 430
	52

	Parkinson’s disease
	4 210
	5 780
	137

	Cerebral palsy
	21 810
	40 080
	184

	Stroke
	113 240
	71 380
	63

	Autism/Asperger’s
	56 700
	75 260
	133


a Totals are not comparable because BoD counts multiple health conditions for individuals.
Sources: ABS (2008d, 2010d); AIHW (Begg et al. 2007 unpublished data).

There are differences between the BoD data and the 2009 SDAC data, with the latter providing lower estimates. The main reason for this is that random variations are likely to be high in the 2009 SDAC due to the small sample size. 

The literature review undertaken for the BoD study indicates that the incidence of intellectual disability is approximately 16.3 per 1000 live births. This is based on data from the Western Australia IDEA (Intellectual Disability Exploring Answers) database 1983–1996. However, not everyone with intellectual disability is likely to require assistance with activities of daily living and instrumental activities of daily living. Hence, the 249 100 presented in the table is likely to overstate the number of people with intellectual disability needing to access tier 3 supports. The cost implications of the alternative estimates are explored in section 16.5.

Severity hierarchy within tier 3

People within tier 3 have varying levels of need. Hence people were divided into different groups based on the frequency with which they indicated that they needed assistance with activities of daily living. The severity hierarchies were created for people:

· who need at least daily assistance with at least one core activity

· who require assistance with self-management (but who do not have a daily need with core activities)

· in the early intervention group (but who do not need daily assistance with core activities).

People who need at least daily assistance with at least one core activity

In the 2009 SDAC people report on the frequency with which they need assistance with the core activities of self-care, mobility and communication. People needing daily assistance report one of the following frequencies:

· more than six times a day

· three to five times a day

· twice a day

· once a day

Some examples include a person who needs assistance with:

· self-care more than six times a day, mobility more than six times a day and communication more than six times a day (person 1)

· self-care three to five times a day but does not need daily assistance with either mobility or communication (person 2)

· mobility once a day but does not need daily assistance with self-care or communication (person 3).

Overall, there are multiple combinations of frequencies and core activities (around 111). Hence, a scoring system was devised for grouping purpose, based on the sum of daily care needs across the self care, mobility and communication domains. The scoring system is as follows:

· more than six times a day: a score of 8

· three to five times a day: a score of 4

· twice a day: a score of 2

· once a day: a score of 1.

In the above examples, person 1 would score 24, person 2 would score 4 and person 3 would score 1.

The distribution of scores within this group is skewed (figure 
16.1) — only a few people need very high-level support and several people need low-level support.

Figure 16.
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Distribution of severity — daily needs group
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Data source: Commission calculations based on ABS (2010d, unpublished).

To understand the reasonableness of the above model, comparisons with current disability service provision were made. Current National Disability Agreement/Home and Community Care (HACC) service provision for people under the age of 65 years in 2007-08 was as follows
:

· 6 500 people in residential aged care and a further 2 100 people receiving community aged care

· 15 700 people were in either group homes, large or small residences

· 17 060 people received in-home support, the attendant care program, alternative family placement or more than one hour per day of HACC support

· 28 940 people received community access

· 19 950 people received respite

· 73 040 people received community support

· 160 920 people received less than one hour per day of HACC support (commonly an hour or two per fortnight) or meals or transport only.

The model used to cost tier 3 does not replicate current service provision but some reasonableness checks are possible:

· 25 490 people scored between 16 and 24 of which 15 880 were aged between 15–64 years. Considering there are 15 700 supported accommodation places at present and a further 6 500 people in residential aged care this number does not seem high enough. 

· 24 310 people scored between 9 and 15 and a further 9 600 people aged 0 to 14 years scored between 16 and 24. These scores are likely to represent intensive support in the community (such as in-home support) — about double the current stock of intensive support in the community.

· 172 500 people scored between a 1 and 8 and this is likely to represent the lower intensive community supports such as community access, respite and community support — about 41 per cent higher than the current stock of these places.

· A large number of people also received a small amount of HACC assistance — it is likely that these people will receive more support under the tier 3 arrangement — packages more in line with the current respite/community support packages.

In conclusion it appears that the projected assumed levels of support do not include enough supported accommodation but includes a large amount of intensive community support. An adjustment is made in the costing to effectively count some intensive community support places as supported accommodation places. This will allow the stock of supported accommodation to increase by 12 000 places if required. This is a 25 per cent increase in the current stock (including people in residential aged care). The 25 per cent was derived from consultations with state disability systems on waiting lists for supported accommodation. The 25 per cent
 estimate is based on two jurisdictions that could provide data (other jurisdictions were unable to provide waiting list data due to inadequacies in their information systems).

It is plausible that in the long-run with appropriate community capacity building and daily supports the model will more resemble reality with more people with a disability having the skills to remain in the community. If this is not the case, more supported accommodation places would need to be funded by the NDIS based on reasonable need.

People with significant and enduring psychiatric disability

Based on discussions with experts
 and state and territory agencies, the Commission has assumed the following distribution of support needs for people with significant and enduring psychiatric disability:

· Around 10 per cent of the individuals identified (almost 6 000 people) have ‘intensive’ support needs. These individuals require intensive assistance with activities and instrumental activities of daily living such as maintaining personal hygiene, dressing, cooking, laundry and shopping. These individuals also require accommodation-based supports. In the past, these individuals may have been long-term hospital patients or in institutional settings. 

· Around 25 per cent (14 000 people) have ‘high’ support needs. These individuals may have histories of long-term hospitalisation and tenancy instability. They often have limited familial and social networks and experience very low levels of community participation. Absent these supports individuals struggle to live in the community and are at high risk of becoming homeless or requiring hospitalisation. 

· Around 10 per cent (close to 6 000 people) have ‘medium’ support needs. These individuals would require assistance with living skills such as cooking, cleaning, shopping, laundry and budgeting, as well as accessing community services. 

· The majority of individuals, around 55 per cent (around 31 000 people) have low support needs.
 These are people for whom a small level of weekly support enables them to live successfully in the community. These individuals might require assistance with such things as accessing community activities, budgeting or a weekly shopping trip. The support provided by the NDIS would form part of a broader package, which would include ongoing clinical care provided by the mental health sector. These individuals have needs similar to others with cognitive impairments, such as milder intellectual disability. 

People in the self-management and early intervention groups who do not have daily needs with core activities

A severity distribution was also devised for the self-management and early intervention groups who do not require daily assistance with core activities. Severity was based on the ABS definition of disability status and is as follows:

· Level 4: people with a profound core activity limitation (but do not require daily assistance with core activities)

· Level 3: people with a severe core activity limitation (but do not require daily assistance with core activities)

· Level 2: people with a moderate core activity limitation (but do not require daily assistance with core activities)

· Level 1: people with a mild core activity limitation and all other disability (but do not require daily assistance with core activities).

As some people in the self-management group and health conditions included in the early intervention group are already counted in the ‘daily needs’ group, the distribution is not skewed like the ‘daily needs’ group (figure 16.2).

Figure 16.2
Distribution of severity — self-management and early intervention (without a daily need with core activities)
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Data source: Commission calculations based on ABS (2010d, unpublished).

The 2009 SDAC provides a snapshot of the population at a point in time. The purpose of the NDIS is to provide care and support to people over their lifetime. Depending on the condition, people may progress through different severity levels or remain at the same severity level for several years. For example (figure 
16.3):

· a person with multiple sclerosis is likely to enter the scheme when they are first diagnosed. A very low level of support will be required initially (putting them in the early intervention group as they will not need daily support but early intervention is important to improved wellbeing). Over time the support need will increase until daily support is required and then this daily need will also increase over time

· a person with an autism spectrum disorder may require an early intervention which only lasts a few years and then they might no longer require tier 3 supports

· a person with spinal cord injury is likely to require daily support from injury and this daily support is likely to reman fairly constant over time and then rise as the person ages

· lastly some people with significant self-management limitations (such as someone with intellectual disability and significant and enduring psychiatric disability) may require a little bit of support (not daily) on an ongoing basis, such as assistance with planning and personal finances.

Figure 16.
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Illustrative care and support trajectories for different health conditions
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 SEQ Heading2 4
Costs of the scheme in 2018-19

The annual costs of supports for people in tier 3 in 2018-19 are made up of the following four categories:

· care and support

· aids and appliances

· home modifications 

· transport. 

Care and support

Care and support covers a range of formal services, including attendant care, accommodation support, nursing care, day programs, therapy, domestic assistance and meal preparation. These supports are not costed separately. Rather, different average annual costs are assumed for different severity levels, from which a package of care and support would be developed for the individual.

Within tier 3, a severity distribution of need was developed based on 2009 SDAC respondents on the frequency of need for assistance with core activities (section 16.3). Unfortunately, there is no direct mapping from these responses to hours of care and support needed per day. The average per person costs which have been developed are based on known reasonable formal support packages for people with certain levels of need. The average per person costs implicitly assume a level of natural supports which is difficult to quantify. The average per person costs (table 
16.5 and figure 16.4) are average costs for each severity group. Some people will receive more than this average cost and others less, depending on their assessed need. It is also important to note that attendant care accounts for about 80 per cent of the total cost of comparable schemes. Hence, wage rates are the principal driver of total cost. The costings make an allowance for variations in wage rates of +/‑ 10 per cent. 

The following should be noted with regard to the annual per person cost of care and support.

· For people in the highest severity level (score 24) who need assistance more than six times a day with all three domains of self-care, communication and mobility, the average annual cost is assumed to be approximately $280 000 reflecting ‘high-end’ supported accommodation within accident compensation schemes.

· For people with a severity score of 16 (likely to be comprised of people needing assistance more than six times a day with two of the three core activities, or people who need assistance three to five times a day with the three core activities) an average per person cost of $168 000 was assumed. This is reflective of 24-hour supported accommodation options (often with behavioural support) within state jurisdictional disability systems.

Table 16.
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Annual per person cost of care and support, $

	
	0–14 years
	15–64 years

	
	
	

	Significantly reduced functioning (with daily needs))
	
	

	1
	4 425
	14 750

	2
	4 425
	14 750

	3
	4 425
	14 750

	4
	5 910
	19 700

	5
	7 395
	24 650

	6
	8 880
	29 600

	7
	11 400
	38 000

	8
	13 920
	46 400

	9
	16 440
	54 800

	10
	18 960
	63 200

	11
	21 480
	71 600

	12
	24 000
	80 000

	13
	30 600
	102 000

	14
	37 200
	124 000

	15
	43 800
	146 000

	16
	50 400
	168 000

	17
	54 600
	182 000

	18
	58 800
	196 000

	19
	63 000
	210 000

	20
	67 200
	224 000

	21
	71 400
	238 000

	22
	75 600
	252 000

	23
	79 000
	266 000

	24
	84 000
	280 000

	Self-management (without daily needs)
	
	

	Level 1
	4 000
	4 000

	Level 2
	4 000
	6 000

	Level 3
	4 000
	8 000

	Level 4
	4 000
	10 000

	Early intervention (without daily needs)
	
	

	Level 1
	4 000
	4 000

	Level 2
	6 000
	6 000

	Level 3
	8 000
	8 000

	Level 4
	10 000
	10 000


Sources: Commission calculations based on ABS (2010d); unpublished data from accident compensation schemes and state disability systems.

Figure 16.
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Annual average per person cost of care and support, $ a
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a Annual average per person costs of care and support for people aged 15–64 years

Data sources: Commission calculations based on ABS (2010d); unpublished data from accident compensation schemes and state disability systems.

· For people with a severity score of 12 (likely to be comprised of people needing assistance with one of the core activities more than six times a day and another three to five times a day) an average per person cost of $80 000 was assumed. This is reflective of attendant care packages within state jurisdictional disability systems and accident compensation schemes.

· For people with a severity score of 6 (likely to be comprised of people needing assistance twice a day with all three core activities or people who need assistance twice a day with one core activity and three to five times a day with another) an average per person cost of almost $30 000 was assumed. This is reflective of a day program, transition to work, respite combined package within state jurisdictional disability systems. Assuming an hourly rate of $40 this package reflects approximately two hours care and support per day.

· For people with a severity score of 3 or less (comprised mainly of people who need a small amount of daily support) an average per person cost of almost $15 000 was assumed. This is reflective of a respite/community support package within state jurisdictional disability systems and reflects approximately one hour of care and support per day. For people with a score of 1, 2 or 3 an average per person cost of $14 750 was assumed. This is essentially a ‘floor’ in the average per person cost for people needing daily support. This floor recognises that there are also costs associated with people organising supports.

· Per person costs between the discussed benchmark per person costs were derived by linear interpolation. 

· For people in the self-management and early intervention groups (without daily needs with core activities), often less support is required and this is reflected in the per person annual costs. Some intensive behavioural therapy may be relatively more expensive, whereas educating a person about their newly diagnosed condition may be far less costly. There is also no necessary time limit on the early intervention. The average per person costs equate to:
· Level 4: approximately five hours of support per week

· Level 3: approximately four hours of support per week

· Level 2: approximately three hours of support per week

· Level 1: approximately two hours of support per week

Importantly these levels do not represents ‘caps’ — rather they reflect an average. Further, people can enter and exit.
· The average hourly rate of $40 is consistent with data from accident compensation schemes. A range of +/- 10 per cent is presented to allow for wage variation.

· A 12 per cent user cost of capital is incorporated into the average per person costs of people with a score of 16 or more. This 12 per cent is consistent with unpublished data on the capital costs of group homes. It is likely that people in this category are particularly likely to require accommodation support, and hence the hourly rate was increased to include a cost of capital.

· For people aged 0–14 years, 30 per cent of the average per person cost was assumed to be met by the NDIS. The assumption here is that families provide most care to children between the ages of 0–14 years, regardless of disability, and that care should be provided predominantly to support parents in their role of caring for a child with a disability. It is also assumed that the education system is responsible for providing some supports to children with disabilities. It is assumed that the scheme will meet the full cost of early intervention for the 0 to 14 year age group. Early interventions in this age group are likely to be as costly as for other age groups.

· It is assumed that the support system strikes a balance between formal (paid) individual supports and the unpaid supports provided by family members and the community. That is, the scheme does not seek to totally replace informal care — to do so would be unlikely to reflect the wishes of people with a disability or their carers, and would also imply a far more expensive scheme design.

Based on discussions with experts involved in undertaking the Australian Government modelling and current state arrangements, the Commission has assumed the following per person costs for people with significant and enduring psychiatric disability by support need group:

· For people with ‘intensive’ support needs, an average per person cost of $120 000 per annum was assumed. This is broadly comparable to the cost of a group home place.

· For people with ‘high’ support needs, an average per person cost of $50 000 per annum was assumed, consistent with the value of a ‘high’ package under the NSW HASI.

· For people with ‘medium’ support needs, an average per person cost of $25 000 was assumed. Both NSW (under HASI) and Victoria (through their home-based outreach initiative) offer ‘moderate’ support packages to those with psychiatric disability. The value of the former is $35 000, while the value of the latter is $14 000. Hence, $25 000 per annum appears reasonable.

· For people with low support needs, an average per person cost of $7500 per annum was assumed. This estimate is comparable to the value of a ‘standard’ home-based outreach package in Victoria for people with psychiatric disability (the lowest level package).

Estimated annual cost in 2018-19 of care an support

Combining the assumed average per person costs (table 
16.5), the estimated number of people eligible for tier 3 supports (figures 
16.1 and 
16.2) and the psychiatric disability cohort information, a total cost of $11.8 billion per annum is estimated for care and support (table 
16.6). Allowing for some variability in wage rates, the total cost is likely to range from $10.7 billion per annum to $13.0 billion per annum (a range of +/- 10 per cent). Comparison of these care and support costs with the Disability Investment Group analysis is included in box 16.1.

Table 16.
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Annual cost of care and support, $ million

	
	
	
	
	

	Significantly reduced functioning
	
	
	
	

	Daily needs with a core activity
	1 290
	3 650
	2 970
	7 910

	Self-management (without daily needs with core activities)
	100
	110
	30
	240

	Psychiatric disability
	
	
	
	1 855

	Total
	1 390
	3 760
	3 000
	10 005

	Early intervention
	160
	290–380
	190
	650

	Total
	1 550
	4 060
	3 190
	10 655

	Additional accommodation
	
	
	
	1 190

	Total 
	
	
	
	11 840


Source: Commission calculations based on data in figure 
16.1 and table 
16.5.

Do not delete this return as it gives space between the box and what precedes it.
	Box 16.1
Comparison with the DIG report findings

	· The Disability Investment Group (DIG) report estimated the cost of care and support to be $9.5 billion. While the DIG report included a greater number of people in the target population, the cost per hour was assumed to be $30. Further, more than 50 per cent of people in this group were assumed to have an annual per person cost of $1000. Further, the per person costs for the higher severity groups were lower than the per person costs used in the current analysis. The current analysis uses data from accident compensation schemes on hourly costs of care, and also includes per person costs for early intervention strategies and people with self-management limitations. The DIG report only included people with a self-management limitation who also had a severe or profound core activity limitation.

· The target group for the DIG estimates was people with a severe or profound core activity limitation regardless of health condition. This constituted approximately 578 000 people in 2009 under the age of 65 years, comprising:

· constant support needs (40 000 or 6.9 per cent)

· frequent support needs (104 000 or 18.0 per cent)

· regular support needs (32 000 or 5.5 per cent)

· grade B lower support needs (86 000 or 14.9 per cent)

· grade C lower support needs (316 000 or 54.7 per cent)

· The annual costs of care and support were $100 000 for constant support needs, $50 000 for frequent support needs, $25 000 for regular support needs, $10 000 for grade B support needs and $1 000 for grade C support needs.

· The proportion of people in the target group using aids and appliances was 58 per cent and the annual cost per person was $240 per annum.

· The proportion of people in the target group who had their dwelling modified was 15 per cent and the annual cost per person was $2 000 per annum.

(Continued next page)
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	Box 16.1
(continued)

	· The proportion of people in the target group who needed assistance with transport was 44 per cent and the annual cost per person was $320 per annum.

· The annual cost of the DIG’s proposed scheme in 2009 was estimated to be $10.8 billion comprising:

· $9.5 billion in care and support

· $129 million for aids and appliances

· $159 million for home modifications

· $90 million for transport

· a 10 per cent administration fee.

· Excluding chronic diseases (cancer, diabetes, circulatory — except stroke, respiratory, inflammatory bowel disease and genitourinary diseases) reduced the annual estimate from $10.8 billion to $8.2 billion.

	Source: DIG (2009a). 

	

	


Aids and appliances

In order to estimate the cost of aids and appliances, the proportion and number of people in tier 3 of the NDIS needing aids and appliances (regardless of use) was estimated using the 2009 SDAC (tables 
16.7 and 16.8), and annual average per person costs (table 
16.9) were assumed for each category using accident compensation scheme information and the Multiple Sclerosis Longitudinal Study.

The proportion of people requiring aids and appliances, home modifications and transport was broadly consistent with 2003 SDAC estimates bringing further support to the numbers. Once again, comparison with the Disability Investment Group report findings has been provided in box 16.2.

As expected, a higher proportion of people who require daily assistance with core activities require aids and appliances than people in the early intervention group.

Table 16.
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Proportion of people needing aids and appliances

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)
	35
	57
	73

	Early intervention
	4
	38
	33


Source: ABS (unpublished).

Applying the proportion of those needing aids and appliances (table 
16.7) to the estimate of the total number of people in tier 3 (table 
16.2), suggests that there are approximately 170 330 people who need aids and appliances (table 
16.8). 

Do not delete this return as it gives space between the box and what precedes it.
	Box 16.2
Comparison with the DIG report findings — aids and appliances, home modifications and transport

	Aids and appliances: The estimate in this report is significantly higher than the estimate of $240 million presented in the DIG report. The DIG estimate was based on information from a review of the NSW Program of Appliances for Disabled People (PADP) (PWC 2006). However, the annual costs derived in the current analysis is based on more comprehensive information from accident compensation schemes and the Multiple Sclerosis Longitudinal Study, and is likely to be more robust. That said, the estimates appear high compared with the NSW PADP scheme. Accordingly, the $331 million (the lower bound) is likely to be more realistic.

Home modifications: The DIG report estimated an annual cost of $159 million for home modifications, which falls towards the upper bound of the range in this report. The DIG report used an annual average per person cost estimate similar to that in this report, but assumed that a higher number of people had their dwelling modified.

Transport: The overall estimates in this report are similar to the DIG estimate of $90 million (although the numbers used to arrive at this varied). The DIG analysed the number of people who need assistance with transport compared to the number of people who cannot use transport at all, resulting in a larger number of people accessing transport support. Also, the annual cost used in the DIG report was based on the average annual cost of the NSW taxi subsidy scheme only, and hence was lower than the estimates used in this analysis. The overall figures are similar, as the higher number of people (in the DIG report), but lower cost, balance out.

	Source: DIG (2009a). 
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Number of people needing aids and appliances

	
	0–14 years
	14–49 years
	50–64 years
	Total

	Significantly reduced functioning (excluding people with a psychiatric disability)
	35 790
	60 530
	50 820
	147 140

	Early intervention
	800
	14 560
	7 830
	23 190

	Total
	36 590
	75 090
	58 650
	170 330


Source: Commission calculations based on data in tables 
16.7 and 
16.2.

Several data sources were used to generate a range of annual per person costs of aids and appliances (table 
16.9). Aids and appliances cover a range of items which vary substantially in cost (for example, wheelchairs, continence aids, prostheses, communication items and lifters). A wheelchair can cost between $1000 and $30 000, and continence aids can cost between $1 and $400.
 Aids and appliances also have varying lives. For example, a continence aid may only be used once, whereas a wheelchair can last several years. It is important to note that the average per person costs represent an annual average, taking into account that some items are more expensive, but last several years, and other items are less costly, and may only be used once. 

Table 16.
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Annual per person cost of aids and appliances, $

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)

	2 000–5 000
	2 000–5 000
	2 000–5 000

	Early intervention
	2 000–5 000
	2 000–5 000
	2 000–5 000


Sources: Private correspondence with NZ ACC, NSW LTCSA and the MS Society of Australia.

Combining the per person costs (table 
16.9) with the total number of people in each category (table 
16.8) generates an estimated cost of aids and appliances that ranges between $331 million and $824 million (table 
16.10). 

Table 16.
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Annual cost of aids and appliances, $ million

	
	0–14 years
	14–49 years
	50–64 years
	Total 

	Significantly reduced functioning (excluding people with a psychiatric disability)
	68–169
	116–285
	101–254
	285–708

	Early intervention
	2–4
	29–73
	16–39
	46–116

	Total
	70–173
	144–358
	117–292
	331–824


Source: Commission calculations based on data in tables 
16.8 and 
16.9.

Home modifications

The cost of home modifications was estimated by using the 2009 SDAC to calculate the proportion and number of people in tier 3 of the NDIS who had ever had their dwelling modified (tables 
16.11 and 16.12), and multiplying this by the assumed annual per person costs based on information from accident compensation schemes and the Multiple Sclerosis Longitudinal Study (table 16.13).

Table 16.
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Proportion of people who have had their dwelling modified

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)
	9
	19
	18

	Early intervention
	0
	7
	24


Source: Commission calculations based on ABS (unpublished).

Applying the above proportions to the total number of people in tier 3 (table 
16.2), provides an estimate of the number of people in tier 3 who have had their dwelling modified. Overall, it is estimated that approximately 58 930 people in tier 3 have had their dwelling modified (table 
16.12).

Table 16.
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Number of people who have had their dwelling modified

	
	0–14 years
	14–49 years
	50–64 years
	Total

	Significantly reduced functioning (excluding people with a psychiatric disability)
	9 460
	20 580
	20 540
	50 580

	Early intervention
	0
	2 700
	5 650
	8 350

	Total people
	9 460
	23 280
	26 190
	58 930


Source: Commission calculations based on data in tables 
16.11 and 
16.2.

As with aids and appliances, the annual per person cost of home modification was based on a number of different data sources. In the year that people have their homes modified, the actual cost is high — on average between $10 000 and $30 000. However, this does not occur on an annual basis. It was assumed that the investments have a ten year economic life, so that the per person annualised cost varies between $1000 and $3000 (table 
16.13).

Table 16.
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Annual per person cost of home modifications, $

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)
	1 000–3 000
	1 000–3 000
	1 000–3 000

	Early intervention
	1 000–3 000
	1 000–3 000
	1 000–3 000


Source: Private correspondence with NZ ACC, NSW LTCSA and the MS Society of Australia.

Combining the per person costs (table 
16.13) with the total number of people in each category (table 
16.12) generates an annual cost of between $59 million and $177 million (table 
16.14). 

Table 16.
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Annual cost of home modifications, $ million

	
	0–14 years
	14–49 years
	50–64 years
	Total 

	Significantly reduced functioning (excluding people with a psychiatric disability)
	9–28
	21–62
	21–62
	51–152

	Early intervention
	0
	3–8
	6–17
	8–25

	Total 
	9–28
	23–70
	26–79
	59–177


Source: Commission calculations based on data in tables 
16.12 and 
16.13.

Transport

In order to estimate the annual cost of transport, the proportion and number of people in tier 3 of the NDIS who need assistance with transport was estimated using the 2009 SDAC (tables 
16.15 and 16.16) and annual costs (table 
16.17) were assumed for each category, using accident compensation scheme information and the Multiple Sclerosis Longitudinal Study.

Overall, approximately 25 per cent of people with significantly reduced functioning cannot use public transport at all, compared to 12 per cent in the early intervention group.

Table 16.
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Proportion of people who cannot use public transport at all 

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)
	20
	30
	25

	Early intervention
	8
	11
	18


Source: Commission calculations based on ABS (unpublished).

Given the above proportions and the overall tier 3 population (table 
16.2), it is estimated that 73 600 people in tier 3 cannot use public transport (table 
16.16). In comparison, the NSW Taxi Transport Subsidy Scheme has 76 000 eligible participants at 30 June 2010 (Transport NSW 2010) and the Victorian Multi Purpose Taxi Program had 155 000 eligible participants at 30 June 2010 (Victorian Department of Transport 2010). These numbers include people aged over 65 years. As approximately 25 per cent of participants in NSW are under 65 years old
, the 73 600 estimate looks reasonable.

Table 16.
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Number of people who cannot use public transport

	
	0–14 years
	14–49 years
	50–64 years
	Total

	Significantly reduced functioning (excluding people with a psychiatric disability)
	19 820
	31 330
	17 330
	68 480

	Early intervention
	1 790
	2 320
	1 010
	5 120

	Total people
	21 610
	33 650
	18 340
	73 600


Source: Commission calculations using data contained in tables 
16.15 and 
16.2.

The annual average per person costs of transport used in the modelling are based on accident compensation scheme data and annual per person costs in taxi subsidy schemes in NSW and Victoria (table 
16.17). The average per person cost in the NSW scheme is approximately $320 per annum, and the average per person cost in the Victorian scheme is approximately $290 per annum. These numbers are low when compared to accident compensation data, and hence the numbers used in this analysis are higher than the average costs in taxi subsidy schemes. Constant per person costs are assumed across age groups and categories within tier 3. A cost of $750 per annum equates to roughly one trip a fortnight at an average cost of $30 per trip, and $1500 per annum roughly equates to approximately one trip per week at an average cost of $30.

Table 16.
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Annual per person cost of transport, $

	
	0–14 years
	14–49 years
	50–64 years

	Significantly reduced functioning (excluding people with a psychiatric disability)
	750–1 500
	750–1 500
	750–1 500

	Early intervention
	750–1 500
	750–1 500
	750–1 500


Source: Private correspondence with NZ ACC and NSW LTCSA.

Combining per person costs (table 
16.17) with the total number of people in each category (table 
16.16) generates an estimate of the total annual cost of transport that ranges between $55 million and $110 million (table 
16.18). 

Table 16.

 SEQ Table \* ARABIC 18
Annual cost of transport, $ million

	
	0–14 years
	14–49 years
	50–64 years
	Total 

	Significantly reduced functioning (excluding people with a psychiatric disability)
	15–30
	23–47
	13–26
	51–103

	Early intervention
	1–3
	2–3
	1–2
	4–8

	Total 
	16–32
	25–50
	14–28
	55–110

	
	
	
	
	


Source: Commission calculations based on data in tables 
16.16 and 
16.17.

Summary of the annual gross cost in 2018-19 of tier 3 individual supports

It is estimated that after the gradual introduction of the scheme over several years, the annual gross cost of tier 3 individual supports (which covers around 411 250 people) in 2018-19 would be between $11.1 billion and $14.1 billion ($12.6 billion on average), with care and support being the largest component of costs. Two additional adjustments were made to the annual gross cost:

· Australian Disability Enterprises were included (and also included as a direct offset) — $205 million

· People expected to be receiving benefits through current accident compensation arrangements and the NIIS were removed — this was estimated to be $326 million in 2018-19.

After these two adjustments the gross cost in 2018-19 is estimated to be $12.5 billion.

Other costs

In addition to individual tier 3 supports, other costs were identified in running the scheme. At full operation in 2018-19, these other costs are estimated to be approximately $1.1 billion, comprising around:

· $300 million for management and staff (finance, human resources, legal, program management, analysts, researchers, data minors, auditors, monitoring and compliance), assessors, call centres, office space and IT (including an electronic record for people with a disability)

· $550 million for local area coordinators
 

· $13 million for dispute resolution
 

· $3 million for advertising campaigns
 

· $200 million for capacity building including funding for tier 1 and tier 2, funding for disability support organisations, funding for assisting service providers in transitioning to the new system, an innovation fund, small payments to service providers for handling added referrals from people with disabilities stemming from the NDIS, and funding for an emergency response.

These other costs increase the gross cost by 9 per cent to $13.6 billion. Most accident compensation schemes have a higher loading for other costs and, hence, this is possibly an underestimate. The proposed regional launch sites will assist in understanding both tier 3 individualised supports and other scheme costs in more detail.

Offsets

There is already expenditure on a range of services for people with a disability. As such, the net additional cost of the proposed scheme will be lower than the gross cost. These current expenditure items can be considered offsets against the cost of the NDIS. While some information is publicly available on these offsets, many expenditure items are a component of existing government programs (at Australian Government or state/territory level) where separate published data are not available. The Commission has worked closely with agencies delivering disability policies in order to develop realistic assumptions about the magnitude of these offsets. The projected current offsets to the gross cost of the NDIS in 2018-19 are as follows.

· Many people with a catastrophic injury are covered by accident compensation schemes under a no-fault arrangement (no lump-sum) including people in Victoria under the Transport Accident Commission, people in Tasmania under the Motor Accidents Insurance Board, people in NSW under Lifetime Care and Support Authority and people in worker’s compensation schemes. This is estimated to be $408 million of which approximately 80 per cent is spent on people under the age of 65 years (DIG 2009a). This was removed from the gross cost of the scheme in 2018-19 as these people would be included in the NIIS. The NIIS will cover people over the age of 65 years. The NIIS is funded by the state and territories and hence the Australian Government is not required to fund the care and support for these people. However, while not relevant as an offset to the NDIS, funding by the NIIS of catastrophic injuries for people aged 65 years and over will relieve fiscal pressures on the Australian Government arising out of the National Health and Hospital Network Agreement.

· The National Disability Agreement (excluding Australian Government employment services), which includes expenditure of $5.21 billion in 2009-10 (SCRGSP 2011). It is acknowledged that a small proportion of people over the age of 65 years receive National Disability Agreement supports and this would not be an offset to the scheme. It is not possible to estimate this proportion with the data available and hence all of the National Disability Agreement was included as an offset.

· Approximately 30 per cent of HACC expenditure provided to people under the age of 65 years, which represented $583 million in 2009-10 (SCRGSP 2011). It is noted that some people receiving HACC supports may have moderate disability associated with chronic disease and may not be included in tier 3 of the NDIS. It is not possible to quantify this number, however, it is not thought to be large for the under 65 year cohort. Hence, all estimated expenditure on under 65 year olds in the HACC program was included as an offset.

· Approximately 6 500 people under the age of 65 years are in residential aged care (AIHW 2010b), which represented approximately $270 million.

· A further 2 130 people under the age of 65 years are in community aged care (AIHW 2010c), which represented approximately $36 million.

· $130 million is spent on aids and appliances across Australia. Half of this, $65 million, is attributed to people under the age of 65 years. 

· $24.3 million is spent on the NSW Taxi Transport Subsidy Scheme and $49.4 million is spent on the Victoria Multi Purpose Taxi Scheme. Taking into account the proportion of people under the age of 65 years (approximately 25 per cent) and extrapolating these values to all of Australia results in an approximate offset of $36 million.

· Community supports are provided to people with significant and enduring psychiatric disability. These offsets are estimated to be $616 million. The $616 million includes expenditure on Australian Government programs such as the Support for Day to Day Living in the Community program and the Personal Helpers and Mentors service as well as recent budget initiatives for coordinated care. Offsets also encompass state and territory funded supports delivered by the not-for-profit sector.
· The Australian Government currently provides early intervention funding to children with autism. This package (Helping Children with Autism Early Intervention) cost $43.62 million in 2011-12 (FaHCSIA budget statements).

Overall, the direct offset based on the above calculations is approximately $7.1 billion in 2018-19 (table 
16.19).

Table 16.
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Summary of direct offsets

	Direct offsets
	$m

	National Disability Agreement
	5 210

	Home and Community Care
	583

	Residential aged care
	270

	Community aged care
	36

	Aids and appliances
	65

	Taxi subsidy schemes
	36

	Helping Children with Autism Early Intervention
	43

	Psychiatric disability community supports 
	616

	Australian Disability Enterprises
	205

	Total direct offsets
	7 064


Sources: AIHW (2010b, c); DoHA (2009); DIG (2009a); FaHCSIA budget statements (2011); ITSRR (2010); private correspondence with NSW Ageing, Disability and Home Care; SCRGSP (2011).

Given these direct offsets and the estimated gross costs of the NDIS, the net cost of the scheme lies between $5.0 billion and $8.0 billion, with a midpoint of $6.5 billion (table 
16.20).

Table 16.
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Summary of the annual net cost of the NDIS

	
	$m

	Care and support
	10 660–13 030

	Aids and appliances
	331–824

	Home modifications
	59–177

	Transport
	55–110

	Australian Disability Enterprises
	205

	Less accident compensation scheme coverage
	(326)

	Total tier 3 individual supports
	10 980–14 020

	Other costs
	1 060

	Total gross cost
	12 040–15 080

	Direct offsets
	7 060

	Total net cost including administration
	4 980–8 010


Source: Commission calculations based on data in tables 16.6, 16.10, 16.14, 16.18 and 16.19.
In the long-term it is expected that there will be significant other direct offsets:

· Early intervention by definition should result in cost-effective treatment which reduces costs in the long-term. Hence the $650 million in early intervention will reduce care and support requirements over the long-term. It is estimated that this reduction would be approximately $324 million.

· The NIIS — over time the NIIS will cover all injury on a no-fault basis. The estimated cost of the NIIS is $1.8 billion (on a fully-funded basis). When the scheme is mature, say in 40–50 years
, the annual payments on people under the age of 65 years are likely to be approximately $720 million (and $180 million on over 65 year olds). This is substantially larger than the $326 million currently assumed to be covered by accident compensation schemes.

· Additional costs of $1.2 billion were added to the care and support costs to allow for adequate expansion of supported accommodation places if required. Over time through adequate capacity building it is plausible that more people will be able to live independently in the community with intensive community support rather than in supported accommodation.

Considering these three significant direct offsets, the net cost of the mature scheme (say in 2050) would be $4.4 billion (table 
16.21).

Table 16.
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Summary of the annual net cost of the NDIS in 2050

	
	$m

	Care and support
	9 300–11 360

	Aids and appliances
	331–824

	Home modifications
	59–177

	Transport
	55–110

	Australian Disability Enterprises
	205

	Less accident compensation scheme coverage
	(720)

	Total tier 3 individual supports
	9 230–11 960

	Other costs
	910

	Total gross cost
	10 140–12 870

	Direct offsets
	7 060

	Total net cost including administration
	3 080–5 810


In addition to the direct offsets, indirect offsets are likely.

· There is significant potential for the NDIS to improve employment outcomes for people with disabilities and their carers. That would reduce the costs of the Disability Support Pension (along the lines discussed in chapter 6 and chapter 20) and support and allowances paid to carers, while also contributing to taxation revenue and productivity.

· Expanding available community support may reduce unnecessary and costly hospitalisations.

· People with intellectual disability, acquired brain injury and mental illness are over-represented among the homeless, imprisoned and among drug and alcohol service users. There is significant scope to reduce the numbers in this position through the community support funded by the NDIS.

· There are efficiency gains from having a coherent assessment process and resource allocation system rather than a plethora of programs each with their own criteria, rationing mechanisms and gatekeepers.

· There are long-term gains from investing in early interventions, which are aimed at reducing high-cost crises evident in the current state-based disability schemes. This is discussed in more detail in chapter 13.

The gross cost of the NDIS is estimated to be around 4 per cent of existing tax revenue for all levels of government, while the net cost (the additional resource requirements for the NDIS) represents 1.95 per cent (table 
16.22). The net cost of the NDIS would amount to around an annual $295 premium per Australian for comprehensive insurance coverage of a person’s long-term care and support needs if he or she or a loved one acquired a significant disability.

Table 16.
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The proportion of gross and net costs of tax revenuea
	Gross cost
	$ billion
	13.6

	as a % of total tax revenue
	%
	4.07

	Net cost
	$ billion
	6.5

	as a % of total tax revenue
	%
	1.95


a( Total tax revenue includes Australian Government and local and state taxes, but excludes taxes on public corporations or taxes imposed on other levels of government. 

Sources: ABS (2011, Taxation Revenue, Australia, 2009-10, Cat. no. 55060DO001_200910) and Commission calculations.

Are these reasonable estimates of the costs?

The above analysis indicates that the current system is under-funded. The Commission estimates that a further $6.5 billion is required in addition to the $7.1 billion already spent on people with a disability — a 90 per cent increase. In presenting these estimates it is acknowledged that the data underlying them were not designed to cost a disability scheme (but is the best available). The Commission has attempted to verify the projected costs with alternative information.

Significant and enduring psychiatric disability

The total cost of meeting the personal support needs of this group is around $1.7 billion (excluding capital costs). The Commission considers that this order of magnitude is about right. As a comparator:

· New Zealand is widely recognised as having a better developed and resourced community mental health sector. Extrapolating New Zealand’s per capita expenditure on community mental health to the relevant Australian population yields an estimate of approximately $1.8 billion.

· While the current level of HASI funding is not enough by any means to support the 56 880 people with significant and enduring psychiatric disability, discussions with planning experts, suggest that distribution of individuals across the different support packages (that is, intensive, high, medium and low) is appropriate. Extrapolating the share of individuals in each of the different support groups under HASI to the target group of 56 880 yields a cost estimate of $1 6 billion.

Levels of unmet need

On a per head of potential population basis, spending differs between the states and territories (chapter 14). The state and territory with the highest spend per head of potential population is Victoria. Discussions with the Victoria Government indicate levels of unmet need — in particular waiting lists for accommodation support and community access. Taking into account:

· the current expenditure in Victoria per head of potential population

· the increase in expenditure per head of population if supports were supplied to people on the waiting list

· assuming that each jurisdiction was funded to this same level (per head of population)

results in an increase in expenditure of between 35 and 40 per cent. This is likely to be the minimum requirement. The Victoria Government acknowledges it has an underfunded scheme and only expressed unmet need was accounted for in this analysis. In particular, no ‘under-met’ need was taken into account.

International comparisons

An international comparison of expenditure (to the extent that this is possible) indicates that, compared with other countries, Australia has a lower level of spending as a share of GDP on long term care for people under the age of 65 years. Expenditure is more than double in the Scandinavian countries of Denmark, Sweden and Norway, and slightly less than double in the United Kingdom when compared with Australia (figure 
16.5).
 

Even when disability income payments are included, it appears that Australia spends relatively less than other countries (figure 
16.6). 

Figure 16.
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Expenditures on long-term care, 2007a, b, c
For people under 65, percentage of GDP
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a (Except for Australia, the Netherlands and New Zealand, the data are from Eurostat (table C2.2, Detailed Breakdown of Social Benefits for the Function: Disability). b( The Australian data are from the Report on Government Services and are for 2007-08. c The Netherlands data are primarily Algemene Wet Bijzondere Ziektekosten (AWBZ, the Exceptional Medical Expenses Act) and Wet Maatschappelijke Ondersteuning (the Social Support Act), long term care expenditures for people with disabilities (AWBZ expenditures reported in Mot (2010); other expenditures are from Eurostat). d The New Zealand data are from: the Ministry of Health’s Annual Report for 2008; the ACC’s 2008 Annual Report; the Ministry of Social Development’s 2008-09 Annual Report; a personal communication from the ACC giving the number of long-term care claimants — used for pro-rata carer payments (received October 2010); and data on carer payments from the Ministry of Social Development.

Data sources: ACC (2008); ACC, Special request concerning the number of long-term care claimants, received October 2010; Eurostat (2010); Mot (2010), NZ Ministry of Health (2008); NZ Ministry of Social Development (2009, 2010); SCRGSP (2010).

Figure 16.
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Payments for people with disabilities, carers payments and disability pensions

For people under 65, percentage of GDP
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Data sources: ACC (2008); ACC, Special request concerning the number of long-term care claimants, received October 2010; Eurostat (2010); Mot (2010); NZ Ministry of Health (2008); NZ Ministry of Social Development (2009, 2010); SCRGSP (2010).

Summary

The Commission estimates that a further $6.5 billion is required in addition to the $7.1 billion already spent on people with a disability appears to be robust. All data sources indicate the existence of unmet need. Comparison with international sources indicates that Australia is only spending half that of developed European countries.
16.
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Scenarios

This section presents alternative scenarios to the base case estimates of the NDIS. The key impacts on the headline numbers for each scenario are discussed and compared with the base case estimates. In almost all instances the scenarios indicate higher scheme costs. The scenarios are:

· Scenario 1 — assumes a higher number of people with intellectual disability use tier 3 supports (this scenario is based on information from section 16.3).

· Scenario 2 — relaxes the criterion on ‘main disabling condition’ for people eligible for tier 3 supports, so that anyone with a daily need for assistance with at least one of the core activities is included. (The base case assumed that some people who have daily core activity support needs would find more appropriate support in other systems such as the health and palliative care systems.)

· Scenario 3 — includes people with at least one core activity limitation who get support at least once a week

Scenario 1 — a higher number of people with intellectual disability use supports

This scenario assumes that the number of people with an intellectual disability using tier 3 supports is more in line with epidemiological data. Of the 107 340 people with intellectual disability in the 2009 SDAC, 48 per cent are captured in the daily need for assistance group and a further 47 per cent are captured in the intellectual disability group (that is, people with intellectual disability who do not have a daily need for assistance with core activities but have a disability and are restricted in schooling/employment). The scenario analysis in section 16.6 assumes that the number of people in the intellectual disability group is 197 640 people (people with intellectual disability from BoD, less those with daily needs with core activities) rather than the 50 320 people captured in the 2009 SDAC.
 

The annual gross cost of including these additional people is approximately $960 million in care and support costs alone. Overall, it is estimated that the annual cost would be between $13.0 billion and $16.0 billion. This represents an increase of approximately 7 per cent over the base case estimate.

Scenario 2 — include all people requiring daily assistance with at least one core activity regardless of main disabling condition

Scenario 2 assumes that all people requiring daily assistance with at least one core activity receive tier 3 support regardless of their main disabling condition. The base case assumes people with some main disabling conditions would be better supported by the health and palliative care systems and hence are excluded from costings. The health conditions included in the criterion are listed in appendix H.

Under this scenario an additional 50 380 people would be included in the significantly reduced functioning group. This increases the tier 3 population to 461 630 people. The cost of care and support alone would increase the gross cost by $1.35 billion. The annual cost would be between $13.5 billion and $16.5 billion. This represents an increase of approximately 11 per cent.

Scenario 3 — include people who need assistance with at least one core activity at least weekly

Scenario 3 includes people who need assistance with at least one core activity at least weekly rather than daily. The same health conditions listed in table 14.1 are used in this scenario. The number of people who need assistance with at least one core activity two to six times a week is 72 340 and the number of people who need assistance weekly with at least one core activity is 46 900. This increases the total number of people estimated to be in tier 3 to 530 490. The annual cost for people who need assistance two to six times a week (half an hour of care per day) is assumed to be between $4500 and $5500 per person.

Under this scenario, the cost of care and support increases by between $537 million and $656 million. Overall it is estimated that the annual cost would be between $12.6 billion and $15.7 billion. This represents an increase of approximately 4 per cent. 

Summary 

All of these three scenarios result in higher scheme costs than the base case. The increase in costs ranges from 4 per cent to 11 per cent. In scenarios one and three, the number of people in tier 3 increases by substantially more than the gross costs (between 36 per cent and 49 per cent). This is because in these scenarios it was assumed that on average these people had a lower per person cost than those already included in tier 3. The number of people increases in line with costs in scenario two.
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Cost of the NDIS — 2011-12 to 2018-19

There will be an implementation phase before the scheme reaches its full operating level (chapter 19). The Commission proposes that, rather than a full injection of additional funding in the first year, funding would build up to the full net cost of $6.5 billion in 2018-19. Indicative costs are presented below.

In 2011-12, a taskforce will be established to draft the inter-governmental agreement. A project office will be created to undertake targeted consultation, and to commence work on the key operational arrangements of the scheme including the assessment tools, risk management, and the transition arrangements resulting in costs of approximately $10 million.

In 2012-13, testing of the assessment tools, legislation and manuals need to be written, memoranda of understanding with government agencies need to be established, data collection protocols established, research into appropriate IT (including the electronic record for people with a disability) and recruitment, pricing arrangements, a workforce strategy, drawing up of tenders, the development of a communication strategy to keep the community and the sector informed, detailed planning for the regional launch sites and training of staff will commence resulting in costs of approximately $50 million.

In 2013-14, staffing levels of the NDIA are increasing (including the recruitment of regional managers) and IT infrastructure is bought. Capacity building commences including assistance to service providers in preparation for moving away from block-funding. Local area coordinators are recruited and trained in anticipation of the upcoming regional launches. Advertising and public information campaigns also begin for the scheme (for extra workers in the sector and in the regional launch sites on the scheme itself). The NDIA will also call for interest and pre-registration for participants in the launch sites.

In 2014-15, the first regional launch sites commence and hence service delivery begins. The regional launch sites will provide more information on the costs of the scheme and it will be important to incorporate this information into future costings. Local area coordinators are recruited and trained in advance of people entering the scheme.

The scheme then ramps up to a full-operating level in 2018-19 (table 
16.23).

Table 16.
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Annual costs 2011-12 to 2018-19 and 2050a
	
	2011-12
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18
	2018-19
	2050

	People in tier 3
	0
	0
	0
	20 000
	117 813
	215 630
	313 440
	411 250
	411 250

	Tier 3 costs ($m)
	
	
	
	
	
	
	
	
	

	Tier 3 individual support
	
	
	
	$600
	$3 656
	$6 712
	$9 768
	$12 824
	$11 313

	NIIS offset
	
	
	
	$266
	$281
	$296
	$311
	$326
	$720

	Tier 3 individual support less NIIS
	
	
	
	$600
	$3 656
	$6 712
	$9 768
	$12 497
	$10 593

	Direct offset
	
	
	
	$331
	$2 014
	$3 697
	$5 381
	$7 064
	$7 064

	Net cost
	
	
	
	$269
	$1 642
	$3 014
	$4 387
	$5 433
	$3 529

	Other costs ($m)
	
	
	
	
	
	
	
	
	

	Operations (including compliance and monitoring)
	$10
	$50
	$466
	$313
	$318
	$318
	$300
	$300
	$300

	Local area co-ordinators
	
	
	$27
	$92
	$222
	$353
	$483
	$548
	$548

	Disputes
	
	
	
	$1
	$4
	$7
	$10
	$13
	$13

	Advertising campaigns
	
	
	$5
	$18
	$17
	$17
	$9
	$3
	$3

	Capacity building (including tier 1 and tier 2 and DSO funding)
	
	
	$50
	$200
	$200
	$200
	$200
	$200
	$50

	Total other costs
	$10
	$50
	$534
	$559
	$695
	$834
	$937
	$1 064
	$914

	
	
	
	
	
	
	
	
	
	

	Total net cost
	$10
	$50
	$548
	$893
	$2 402
	$3 914
	$5 389
	$6 497
	$4 443


a NIIS offsets are assumed to be realised in 2018-19.

Sources: Consultations with government delivery agencies, accident compensation schemes and Commission calculations.

















































































































































�	Self-management includes being in control of one’s behaviour, insight, memory and decision making. For example, the ability to independently make decisions, including decisions with medium to long-term implications or to make long-term plans (chapter 3).


�	Specifically, people with a disability who are not restricted in core activities but have schooling/employment restrictions and people with either a profound, severe, moderate or mild core activity limitation were used in the modelling.


�	People can receive more than one support type — for example, live in a group home and receive community access supports. These people were not counted twice; rather they were included in the more intensive support group. In this example it would be the group home.


�	Victoria indicated a 30 per cent increase was required in supported accommodation (chapter 2).


�	The Commission has been guided by discussions with a range of experts, including Bill Buckingham and Professor Harvey Whiteford and we are most grateful for their valuable advice.


� 	The share of individuals with low support needs is consistent with the share of HASI users on a low level support package (56 per cent). In Victoria, a much larger share of individuals receive the lowest support package. 


�	Private correspondence, Review of NSW Health PADP program.


�	People in the self-management group (who do not have daily needs with core activities) were assumed to have a lower annual per person cost than other people in the significantly reduced functioning group.


�	Private correspondence with the NSW Transport Taxi Subsidy Scheme.


�	This number was derived from detailed conversations with a number of government delivery agencies using a workload approach.


�	This assumes on average a caseload for each local area coordinator of 60 cases. However, some local area coordinators will have smaller case loads reflecting more intensive coordination needs and a proportion of tier 3 people will not require much local area coordinator support after they become accustomed to the new arrangements.


�	Derived from the TAC appeal rate and the cost per finalised case of appeal tribunals.


�	Derived from discussions with a number of government delivery agencies.


�	The average per person Australian Government cost of young people in nursing homes was based on private correspondence with NSW Ageing, Disability and Home Care.


�	The average per person Australian Government cost of people under the age of 65 years receiving community aged care packages was based on private correspondence with NSW Ageing, Disability and Home Care.


�	See, for example, Walsh et al. (2002).


�	Income support payments are not included, with the exception of carer payments, as cash benefits in some countries are used to pay informal carers. Hence, it was comparable to include carer payments in Australia and New Zealand.


�	The estimate of the number of people with intellectual disability in the BoD study is 249 100. The estimate of the number of people in intellectual disability group using the 2009 SDAC is 50 320 (based on main condition). However, 51 460 people with an intellectual disability were captured in the ‘daily need for assistance with core activity group’. Hence, the 249 100 BoD estimate was reduced by 51 460 (to 197 640) so there was no double-counting.


�	Based on consultation with government delivery agencies on taskforce costs.
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