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THE BOOM TO FOLLOW  
THE MINING BOOM
Martin Laverty argues that the aged care industry needs to be 
redesigned to provide older Australians with real consumer choice

conversation at the dinner party had 
been following a predictable course. 
We’d discussed our children’s schools, 
Australia’s disappointing performance 

at the London Olympic Games, and the  
uncertain future of the Australian economy  
with the end of the mining boom in sight.

one guest at the table argued Australia’s 
mining investment was at the expense of  
expanded manufacturing capacity and risked 
denying our children future employment. others 
nodded in agreement. Two of us at the table  
work in aged care and gave different views on 
where our children might find their post-mining 
boom jobs.

With the growing number of older Australians 
living longer, the number of people working 
in aged care needs to expand if people near 
retirement, or those in the generation to follow, 
will have a reasonable chance of receiving aged 
care services.

Those of us with children in school should 
be looking past the mining boom to the next 
employment boom and encourage our children 
into the caring professions. Indeed, those thinking 
about a new career would be wise to look beyond 
the impressive dollars of fly-in, fly-out mining  
and look to their own local community where 
aged care workers are increasingly needed.

Health Workforce Australia this May  
calculated just how many new jobs will need to 
be filled in the caring professions in the years  
ahead. By 2025, Australia will have 110,000 
fewer nurses than are forecast to be needed in 
our hospitals and aged care services. Others 
in canberra circles are saying one in 20 of all 
Australian workers will need to be in aged care 
within a decade.

A key barrier to attracting more people into 
the care professions are the wages offered to  
nurses and personal staff. There is more to be 
made driving a truck on a mining site today 
than in running a dementia care unit, despite  
dementia being declared a national health  
priority in August. Pay rates for nurses in acute 
care hospitals are substantially higher than for 
nurses in aged care services.

Most aged care employers want to pay 
their staff more, but the sector is beset with 
sustainability constraints. These constraints arise 
from government intervention into the aged care 
market and hold providers from running their 
businesses in the best interests of consumers, staff 
and owners.

Three stories
Today’s aged care laws create false outcomes. The 
laws are several decades old, and must be changed 
sooner rather than later. in support of this 
position, I offer three real stories of what’s wrong 
with aged care laws and suggest what government 
should do.

Rationing care
The first story is of a Sydney man in his late 
80s who was given a Commonwealth-funded 
community aged care package of five personal 
care hours delivered in his home each week.
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current aged care laws ration community care 
hours and cannot be increased. When the needs 
of this Sydney man changed, he had to move  
into residential aged care because he couldn’t 
get better in home care. The move needlessly 
separated him from his wife.

This is a real story told to me by a frustrated 
care provider. Sadly, it is a common occurrence 
and illustrates the perverse outcomes arising from 
our aged care laws. Surely policy and lawmakers 
didn’t set out with the intention of forcing  
people out of home into residential care services.

Despite what many think, aged care is not 
like Medicare. Aged care is not an entitlement 
but rationed. The ration currently allows 113  
care places for every 1,000 people aged over 70.

The ration means if you are, say, 114 on 
the list—bad luck. It means only one in five of  
those who do get care can choose to remain in 
their own home. Indeed, only 1,800 of the  
24,000 applications for community care made  
by aged care providers to the Commonwealth  
last year were approved.

The false ration was designed to protect 
Treasury expenditure and is certainly achieving 
that, but it’s not delivering on its purported aim 
of providing services to those in need. It is time 
the ration was abolished and consumers were  
able to purchase from providers the exact services 
they want.

legislating for aged care to become an 
entitlement instead of a ration, and legislating 
freedom for people to choose from whom and 
where they receive their care, is the first step in 
reforming our aged care system. Most will be 
surprised to learn that the government, rather  
than the consumer, determines who can provide 
care, but then many will not need to understand 
how aged care regulation works until they 
encounter it personally.

Cost of care
The second story about what’s wrong with aged 
care laws in Australia is that of a resident who  
sold her house for several million dollars and  
went into a high-care aged care service. Current 
laws limit a high-care resident’s accommodation 
charge to $32 per day (the Sydney Backpackers 
Hostel at Central Station charging a daily 
accommodation rate of $69 per day).

A 2012 ‘Cost of Care’ study commissioned 
by Catholic Health Australia (CHA) and others, 
prepared independently by Grant Thornton 
Australia, found an average high-care bed 
built to contemporary standards operates at an  
average loss of $62 per day.

These losses are sustained because many 
providers, 60% of whom are not-for-profit, are 
in aged care for reasons of mission. yet their 
mission is not to subsidise the commonwealth 
government or residents who can clearly pay.

The $62 bed per day loss is the reason some 
providers are not building new services to meet 
growing demand. The government offered 10,500 
bed licenses last year; only 8,000 will be built.

Over the last three years, 7,000 beds offered  
by government were knocked back by providers. 
As a result, Australia will be 120 aged care homes 
short of the government target within five years. 
This 120-home shortfall will result in some 
Australians missing out on residential care when 
they need it. Even then, the government target  
is false, and does not properly reflect the actual 
level of demand that exists within the market.

Fifteen years ago, CHA actively opposed 
bonds to be paid by older people to fund their 
accommodation in residential high-care aged  
care services. Since then, CHA has found that 
bonds, which are refundable deposits by another 
name, have worked without controversy in 
residential low-care aged care services. Bonds have 
enabled accommodation services for low-care 
residents to be provided in circumstances where 
the taxpayer would otherwise have footed the bill.

Fully refundable bonds should be introduced 
across all residential aged care services for those 
who have capacity to pay them. Alternatively, 
residents should be given the option of paying 
rent if they can, which would ensure no 
one is ever forced to sell their family home.  

Most will be surprised to learn that the 
government, rather than the consumer, 
determines who can provide care, but 
then many will not need to understand 
how aged care regulation works 
until they encounter it personally.
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Alternatively, government could provide  
incentives to develop aged-care-specific reverse 
mortgage products to enable those who want to 
retain their home to access the equity to fund 
the aged care services they might otherwise miss  
out on.

Staffing and funding
The third and final story is that of a catholic 
residential aged care service that changed its 
staffing so nurses could spend more time with 
residents and less time on paperwork required 
for compliance. Nursing presence in the service 
was increased, meaning dementia needs were 
better catered to. When regulation changed, 
staffing costs grew faster than revenue. The service 
remains operational today only by running down 
its capital.

Running down capital is how many not-
for-profit providers survive. Indeed, as many as  
60% of all service providers have regularly 
returned operational deficits in recent years.  
Many services do so to care for the most  
vulnerable and financially disadvantaged older 
Australians. If these services were withdrawn, 
vulnerable and disadvantaged people would be  
the hardest hit. For-profit providers would not 
step in to fill the gap.

Because aged care is such a regulated market, 
government has the most influence on what 
revenues are available to cover costs. Government 
funding is not linked to the actual cost of  
delivering a service, and in recent years, revenues 
available to many providers have been less than 
the actual cost of delivering services.

care for the aged needs to be properly funded. 
The establishment of an independent pricing 
authority to transparently determine the real 
costs of delivering care to ensure that revenues  
are available to fund services would go some way 

in solving this problem. But ultimately, services 
need to be paid for and there are only two real 
sources of possible funding: the taxpayer and  
the consumer.

A new financing compact 
The taxpayer cannot fund it all—particularly in 
years ahead with fewer taxpayers, more people 
needing age care, and increased health and age 
pension costs as the population ages.

We therefore need a new aged care financing 
compact, one where those who can contribute 
to aged care costs should and those who cannot 
deserve the protection of the government-funded 
safety net. The role of government should be 
to provide for those who cannot fund services 
themselves, ensure safety and quality is being 
achieved, and remove regulatory barriers to 
services being offered where the market is able  
to support them.

A new financing compact can deliver 
improvements in the quality of services. We have 
robust aged care accreditation in Australia, but 
quality could be better. Enhancing quality and  
care outcomes for older Australians can be a 
dividend of improved financial sustainability.  
In fact, unless sustainability is improved, quality 
enhancement moves even further out of reach.

creating a new financing compact is not 
straightforward, but both the government and 
opposition have access to an asset that previous 
governments did not: a Productivity Commission 
plan developed and released in June 2011 and 
backed by the rare unity of the 28 members of  
the National Aged Care Alliance. Considered 
reform plans backed by unified support don’t 
come along all that often, and this asset of unity 
must not be squandered.

If government and opposition baulk at a 
new financing compact, aged care will remain 
unsustainable. Beds won’t be built, quality 
will decline, and people will miss out on care. 
Alternatively, taxes could be raised.

German Chancellor Angela Merkel is 
considering a new aged care tax, with a generational 
tax imposed on those aged 25 to 60 to fund the 
care needs of older Germans. A tax like this in 
Australia would be impossible to sell. it would be 
immediately labeled as yet another ‘big new tax.’

We therefore need a new aged 
care financing compact, one where 

those who can contribute to aged 
care costs should and those who 
cannot deserve the protection of  

the government-funded safety net.
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Let people plan
A new aged care tax in Australia is simply not 
needed. Australia can fund future aged care costs by 
taking the approach it applies to accommodation 
policy at all other points in a person’s life.

Working-age Australians come to grips with 
the need to fund their own accommodation. 
Rent, home ownership or a social safety net 
currently house nearly all Australians. When 
aged care needs arise, there should be no change 
to this approach. If a person has covered the 
cost of their housing up to that point, they can 
plan to also cover the cost of housing when in  
residential aged care.

A consequence of this approach is that some 
will have to rethink their plans for inheritance. 
The assets a person builds up over their life, 
which often takes the form of a family home, 
should rightly pass to their children or loved ones.  
Passing on wealth, however, should not be at the 
expense of missing out on aged care in the final 
phase of one’s life.

The last few years have seen an unusual focus 
on aged care policy aimed at both preparing 
Australia for the future and neutralising a 
social policy issue that is capable of biting 
political parties during highly contested  
election campaigns.

The report of the National Health and  
Hospital Reform Commission (the Bennett 
report) (2009) recommended expanding aged 
care services to take pressure off crowded 
public hospitals. There are around 3,000 older  
Australians in a hospital bed each day who 
would be better off in an aged care bed, which 
offers a more suitable care service and costs 
about a quarter that of running an acute care  
hospital bed.

At about the same time that the Bennett  
report was released, the Productivity 
Commission—in an annual review of the 
regulatory burden on business—argued aged care 
red tape was adversely affecting the quality of 
older Australians’ care experiences.

In a subsequent 700-page report, the 
Productivity Commission delivered to Prime 
Minister Julia Gillard in June 2011 an action  
plan to build an aged care system capable of 
meeting future demand. Consumer groups,  

union leaders, and aged care providers went to  
the Press club in April 2012 calling for the report 
to be implemented in full. Not to do so would 
leave older Australians with a second-rate aged 
care system.

But the government has refused to adopt 
most of the commission’s action plan except for  
proposals that fall well short of the 
recommendations. it has ignored proposals to 
establish aged care as an entitlement accessible 
to all assessed as being in need. Although the 
government will gradually increase the number  
of care places available from 113 per 1,000 
aged over 70 to 125 by 2022, it has ignored the 
proposal to remove the false market ration and 
allow services to evolve and innovate in response 
to changing consumer expectations.

The government has, however, made some 
decisions that will better position the system 
for the future. it has proposed to create a new 
gateway for entry into aged care to enable families 
who previously did not have to navigate the maze 
and hurdles of the aged care system.

Government has also created an Aged Care 
Financing Authority to provide independent and 
transparent advice on the cost of delivering care.

Government has also taken the very brave and 
required step of flagging the point that bonds 
will fund residential aged care accommodation 
in circumstances where a person has a capacity 
to pay. It has also flagged increased consumer 
contributions towards care costs for those of 
means, and improved the social safety net for 
those unable to fund their aged care by increasing 
the accommodation subsidy for newly built or 
refurbished services.

A hallmark of aged care services, and a credit to 
governments of both political persuasions, is that 
our aged care policy and services do provide care 

A new aged care tax in Australia 
is simply not needed. Australia 
can fund future aged care costs 
by taking the approach it applies 
to accommodation policy at all 
other points in a person’s life.
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to poor, homeless and disadvantaged Australians. 
The safety net for those of low means works 
well. Yet the disadvantaged are just as subject 
to the failures of the false ration as anyone else, 
and they too can miss out when demand exceeds 
government-controlled supply.

The mud map for the Gillard reforms stretches 
out for 10 years, with Professor Peter Shergold, 
former secretary of the Department of the Prime 
Minister and Cabinet (Howard government), 
appointed chair of a new Aged care Reform 
Implementation Council. A five-year review of 
success has been proposed, and the minister for 
ageing, Mark Butler, has raised the prospect of 
entitlement being reconsidered when this five-
year review rolls around. Whether this occurs 
or not depends on the outcome of the 2013  
election, and the decisions of whoever the minister 
for ageing might be.

A component of the government’s decisions 
that will simply not work is, ironically, its 
workforce measure. A total of $1.2 billion has 
been taken from existing planned government 
care payments to providers and has been  
rebadged for workforce attraction and retention. 
When spread over four years and some 300,000 
aged care workforce employees, the fund will  
not buy anywhere near the type of retention that 
aged care actually needs.

Conclusion
This takes us back to the dinner party  
conversation. When I suggested that instead 
of considering mining or manufacturing, 
tomorrow’s workers should consider aged care as 
a career, some looked at me blankly. Others said 
it did not offer sufficient rewards. Not long ago  
i thought this way as well.

The solution to attracting younger and well-
qualified people into the caring professions 
is multi-faceted but also straightforward. We 
need to first work with those who are already  
involved in aged care and redesign their roles 
for efficiency and productivity, better use of 
technology, and to have some serious industrial 
arguments with unions. We have to attract those 
not in the aged care workforce by encouraging 
more vocational and university training 
enrolments, expanding foreign immigration 
employment, and grabbing those being forced 
out of trades in decline as a result of structural 
adjustment changes in the economy.

We also need to redesign the make-up of the 
aged care industry itself. it is today composed 
mostly of single-service providers who often lack 
the scale required to ensure quality. Structural 
adjustment of the provider community will  
trigger improvements in both efficiency and 
quality, and better enable career progression for 
staff through the ranks of a professional industry.

Above all, to create an aged care workforce of 
tomorrow, we’ve got to learn from how mining 
companies have convinced thousands to fly  
in and fly out to work in environments that are 
far from ideal.

And although we do not want to ever see the 
types of inflated wages offered in the mining  
sector to be available in aged care, we’ve got to 
improve the pay and conditions for those who 
care for the aged. Better wages requires better 
revenues for aged care employers, which means 
government has to let go of the heavy hand of 
regulation and allow the market to evolve. It has 
to give older Australians a real consumer choice. 
Anything less will result in second-rate care.

Above all, to create an aged care 
workforce of  tomorrow, we’ve got to 

learn from how mining companies 
have convinced thousands to fly in 

and fly out to work in environments 
that are far from ideal.


