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BUDGET 2018 REALITY CHECK 

While the Budget 2018 headlines on aged care look 

enticing, a closer look takes away some of the shine. 

ADDITIONAL HOME CARE PACKAGES 

Central to the Government’s package was the 

provision of 14,000 home care packages to allow 

people to remain at home longer. Any expansion of 

the home care program is welcomed as a key service 

that will be critical in meeting the needs of our rapidly 

ageing population. 

Unfortunately, there are already 104,000 consumers 

waiting on the packages. These older Australians have 

already been approved for Government funding. 

Around 48,000 are on interim lower levels of support 

and have been approved to receive higher levels of 

support. The remaining 56,000 are receiving no 

funding through the program at all, with almost a third 

of consumers waiting more than 12 months to receive 

a package. 

Given the magnitude of unmet demand, and the 

demographic shifts brought with the Baby Boomer 

cohort, the 14,000 new packages fall well short of 

requirements. 

Importantly, the allocation of the new places is not a 

new initiative. The Government must routinely 

allocate additional resources in line with aged 

population growth (refer Graph 1). However, the 

largest component of Government funding for the 

aged care sector is in residential aged care (nursing 

homes). Last year, the Coalition Government failed to 

conduct an aged care approvals round (ACAR), stalling 

the development of hundreds of new homes across 

the country. 

Graph 1: Operational Home Care Package Places and Ratios, 

2008 to 2016 

Source: AIHW GEN Aged Care Data, Services and places in aged care, 30 

June 2008 – 2017 and ACFA Fifth Report on Funding and Financing of the 

Aged Care Sector, July 2017 

There has been no explanation provided for the 

Government’s decision to delay the process. The 

Budget announced that ACAR 2018-19 will comprise 

13,500 places. Because residential aged care is 

Commonwealth funded, the approval delay in 2017 

results in Government savings, however, it places 

huge strain on the home care and hospital sectors, as 
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well as families caring for older people in need of 

funded support. 

The Commonwealth Government estimates that 

83,500 beds will need to be built in Australia in the 

next decade at an investment of $35 billion. The 2018 

Budget and current Government policy is clearly not 

preparing Australia to deal with the support needs of 

the Baby Boomer generation. 

NO RELIEF FOR RESIDENTIAL AGED CARE 

As part of the 2016 Budget and MYEFO, the Coalition 

cut almost $2 billion from aged care funding as part of 

its savings program. Our analysis (refer to this link) 

involving the computations of subsidy impacts based 

on 39,000 current residents revealed two critical 

findings:  

1. The measures proposed to facilitate the cuts were 
too severe and would result in cuts of $590 million 
in excess of budgeted savings; and  
 

2. The result of the funding cuts would undermine 
the viability of the sector as a whole. 

While the Government responded quickly to reverse 

their calculation error, it has taken 18 months for the 

full financial consequences of the 2016 Budget to 

manifest. Industry benchmarks reveal that almost half 

of the residential aged care sector is now making 

losses. These losses are particularly pronounced for 

regional and rural facilities.  

  

 

 

 

 

 

 

Graph 2: Analysis of Facilities Recording Net Losses, June – 

December 2017  

Source: StewartBrown Aged Care Financial Performance Survey, 

Residential Care Report, December 2017 

As the funding cuts affect funding for new residents 

entering into the homes, the impact is cumulative and 

the financial position of the sector will continue to 

decline. No relief has been provided in the 2018 

Budget to address the trend, which undermines the 

viability of an industry requiring massive investment. 

MEANS TESTING – THE TIME BOMB 

In 2007, the Honourable Peter Costello circulated the 

inaugural Intergenerational Report, which warned 

about the economic challenges associated with an 

ageing population. Today, there are approximately 5 

taxpayers for every older Australian. With the ageing 

of the Baby Boomer generation, it is projected that the 

dependency level will drop to 2.7 taxpayers for every 

older person by 2050.  

 

Source: Productivity Commission Report, Caring for  

Older Australians, 2011 
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There is growing recognition by the Government, 

consumer groups and the aged care industry that the 

current level of taxpayer subsidisation is not 

sustainable. 

In September 2017 the Federal Government released 

its independent Legislated Review of Aged Care 2017. 

The report concluded that: 

“Currently, the Government provides around three 

quarters of all aged care funding. This is likely to be 

unsustainable into the future and there is a strong case 

to increase the proportion of costs that are met by 

consumers.” 

The report provided mechanisms for the Government 

to begin to facilitate the change as part of the wider 

means-testing regime.  

However, these recommendations were rejected 

immediately upon release of the report and this 

critical initiative has played no part in the Budget 

2018. 

The Government’s reluctance to follow through with 

genuine structural reform means that the primary 

strategies for managing spending will remain within 

the realm of funding constraints and tightly rationed 

supply. The burden of making difficult decisions on 

entitlement to subsidies will be left to future 

Governments.  

SUPPLY AND PRUDENTIAL ARRANGEMENTS 

A small allocation has been made to fund a study into 

the impact of allocating residential aged care places to 

clients, rather than to providers. This suggests plans to 

change the current allocation system as proposed in 

the Legislated Review of Aged Care 2017. Such an 

approach will need to be carefully scrutinised to 

ensure that there is no negative impacts on investor 

confidence in capital developments. 

 

 

 

 

Around $9 million will be invested in improving 

prudential oversight for residential aged care facilities 

holding refundable accommodation deposits from 

residents. 

Again, care will need to be taken to ensure the 

equitable assignment of risk and cost. 

PLANNING FOR LATER YEARS AND MENTAL HEALTH 

Perhaps the most positive aspect of the Budget 2018 

is in relation to support for older people to remain 

active and productive in their later years. While 

spending is modest, the initiative is a recognition that 

there are opportunities to proactively address the 

challenges of an ageing population in a positive way. 

The expansion of this initiative would help older 

Australian’s to avoid or delay dependence on aged 

care services and have a greater input in the services 

they receive. 

CONCLUSION 

While the headline announcements are a positive 

recognition of the need to address the challenges of 

our changing demographic, the majority of the 

initiatives reflect commitments that must be made in 

the ordinary course of Government business. The 

allocation of 14,000 new home care places does not 

adequately address the 104,000 people that require 

home care support nor future growth in demand. 

In the absence of genuine sector reforms, the 

availability of suitable aged care services will continue 

to be highly constrained. The mounting pressure on 

the aged care industry to meet the needs of their 

clients and building for the future is particularly 

challenging under the current funding restraints. 

Our next Spotlight will focus on the changes required 

to ensure the sustainable delivery of quality services 

for older Australians in the longer term. We will also 

provide guidance and strategies for aged care 

organisations to improve their viability during these 

difficult times. 
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ABOUT “UNDER THE 

SPOTLIGHT” 
To help busy executives in a rapidly changing aged care world, Ansell Strategic provides summaries and high level commentary 
on new developments in the industry. Detailed reports are provided on our website at www.ansellstrategic.com.au. 
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