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CoreData’s 2018 Aged Care Report explores the changing aged care 
landscape in Australia, taking a detailed look at how providers are 
adapting to recent regulatory reforms and highlighting the market 
outlook for residential care, home care and home support. 
At a time when deregulation is forcing aged care providers to evolve their 
value propositions to remain relevant, this paper offers insight into the role 
of government, consumers and providers in shaping the cost of and demand 
for aged care services across Australia. 

In a consumer-directed care environment, providers are marketing their 
services to the end customer for the first time. Competition is rife, and brand 
awareness and consideration have never been more important. 

Furthermore, the landscape in which Australians seek aged care services 
has been transformed at a time when strong growth in demand is being 
underpinned by an ageing population, evolving consumer preferences and 
growing wealth among the Baby Boomers.

Aged care providers have a unique opportunity to position themselves as 
the brand of choice among Australian aged care customers, if they’re able 
to market their services to the right people, through the right channels, at 
the right time.

In preparing this paper, CoreData has relied on publicly available 
secondary data. 

We acknowledge the contribution of third parties such as the Aged Care 
Financing Authority, Productivity Commission, The Department of Health, 
and Stewart Brown, among others cited in the report, from whom data has 
been incorporated and analysed to provide an overview of the key trends in 
the sector. 

This paper offers an Australia-wide view of the aged care market. For 
state-based analysis, or bespoke aged care research needs, please 
contact CoreData.

PERTH

61 8 6500 3216

perth@coredataresearch.com

SYDNEY

61 2 9376 9600

sydney@coredataresearch.com
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Home care queue bottleneck

More than 100,000 Australians are waiting to be 
allocated a home care package, as the unintended 
consequence of deregulation sees many miss out on 
funding for much needed care. Growth in the number 
of people who were approved for a home care package 
but have not yet received it during the 2017 calendar 
year prompted the Federal Government to allocate a 
further 14,000 high level care packages over the next 
four years. However, this still falls short of the 80,000 
awaiting a high level (level 3 and 4) care package. The 
government has also allowed for greater flexibility in 
aged care funding, which could see residential care 
funding channelled into home care. 

Residential aged care profits 
squeezed

Recent reforms in residential care have significantly 
impacted residential care profits, raising questions over 
the future funding model of the sector. Analysis by 
Stewart Brown revealed 43.1% of residential aged care 
providers returned a negative EBT in the nine months 
to March 2018, compared to 33.9% in 2016-17 financial 
year. Slowing public funding of residential care, which 
grew by its lowest amount in five years of 3.0% in the 
year to June 2017, is driving the profit squeeze, as 
well as rising staffing costs. Although still increasing in 
real terms, funding is failing to keep up with the 3.6% 
population growth of the over 70 age group. 

ACT has highest RAD across 
Australia

Residential care is most costly in the Australian Capital 
Territory (ACT), where a Refundable Accommodation 
Deposit (RAD) costs $538,817, with no daily 
accommodation payment. Despite having the lowest 
occupancy rate of 90.1% in the year to June 2017, 
waiting times for permanent residential care residents 
in the ACT is 228 days, the highest across Australia 
and more than double the national average of 105 
days. Although these delays may be due to consumer 
preferences to remain at home longer, lack of supply 
in certain locations in a small yet growing aged care 
customer market is likely to play a role.

More strain on customer hip  
pocket forecast  
 
Aged care customers are contributing more towards 
aged care services, although still lagging behind growth 
in federal contributions. Customer contributions for 
residential care and home care increased by 8.8% 
and 7.1% respectively in the year to June 2016. Long 
queues in home care and cost pressure in residential 
care are placing pressure on providers. Looking ahead, 
budget realities are likely to lead to further increases in 
customer contributions. 

EXECUTIVE SUMMARY

Residential care set for deregulation 

The most recent Federal Budget allocated $300,000 
to review the effects of allocating residential care 
packages to customers, instead of providers. The 
review follows the recent reform which gives 
customers the power to select their provider. It seems 
almost inevitable that residential care packages will 
be allocated to Australians in the future, creating 
further competition for aged care providers and 
requiring them to have a deep understanding of 
customer decision-making to add service value and 
improve their bottom line.

Staffing a top challenge 

With the roll out of consumer-directed care, maintaining 
qualified and valuable staff is becoming more important 
for aged care providers. The aged care workforce census 
shows that more than half (53.4%) of residential facilities 
are reporting skill shortages. Four in five (79.6%) 
residential facilities with a skill shortage cited no suitable 
applicants with the necessary skills, qualifications and 
experience. Freezing of the Age Care Funding Instrument 
(ACFI) at the start of 2017 is placing pressure on wage 
growth. However, the top 25% performing residential 
aged care providers increased per bed per day costs by 
7.3% in the nine months to March 2018, compared to an 
average increase of 4.0%.  
 
The recent completion of Australia’s Aged Care 
Workforce Strategy in July 2018 aims to address skill 
shortages and keep skilled workers in the sector.

Home care to increase with lower 
morbidity rates 
 
Morbidity rates across Australia continue to improve, 
partially offsetting growth in high care aged care 
services. Rates of severe or profound disability 
noticeably declined across all age cohorts over 70 over 
the 12 years to June 2015. The over 90 age group has 
shown the greatest improvement, with rates declining 
by 8.2 percentage points for males (59.4% in 2003 to 
51.2% in 2015) and 10.7 percentages for females (79.0% 
in 2003 and 68.3% in 2015). Future improvements in 
medical technology and elderly care will likely see these 
rates continue to improve. In line with provision ratios 
for 2022, where home care will account for 45 of the 
125 places, compared to just 27 of 113 in 2014, rising 
morbidity rates will see home care account for a greater 
number of aged care placements. 

The rise of the luxury market 

The number of providers seeking to price above the 
$550,000 cap on Refundable Accommodation Deposits 
(RADs) continues to grow, reflecting deregulation of the 
sector. Applications to price above the cap have risen 
each year for the past four years, strongly increasing 
by 74.7% to 7,236 in the year to June 2017. Driving this 
trend is 25.7% wealth growth in the 65-74 age cohort, 
the highest growth of any age cohort in Australia. 
Despite strong housing price growth increasing 
the costs of land and forcing up prices, customer 
preferences of those willing and able to pay are also 
playing a large role. 
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OVERVIEW

AGED CARE IN AUSTRALIA, 2015-16

Source: ACFA 2017

1 ACFA 2017 – This figure does not take into account consumer contributions to home support services
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AGED CARE CONSUMERS BY SERVICE TYPE AND AGE (%), JUNE 2017

Number of providers 1,686 496 949

Number of services N/A 2,099 2,669

Number of places N/A 78,956 195,825

Number of consumers >925,432 88,875 234,931

Commonwealth funding ($billion) $2.2 $1.5 $11.4

Consumer contribution ($billion) N/A $0.16 $4.5

* Data on the number of consumers over the age of 90 for home 
support is only available for Home and Community Care (WA only) 
and not the Commonwealth Home Support Program 

Source: Productivity Commission 2018

Home support Home care Residential care

The trend towards home care continues, with the 
number of Australians accessing home care increasing 
by 8.5% in the year to June 2017, compared to just 2.4% 
growth in take up of residential care. 

Home support, through the government’s 
Commonwealth Home Support Program (CHSP) and 
recently phased out Home and Community Care 
(HACC), is the most commonly used type of aged care 
service with 767,774 Australians accessing the care. 
Data collection issues in the 2015/16 financial year for 
home support, specifically the CHSP program, have 
meant growth rates in Australians’ uptake of home 
support are unavailable.

Aged care service delivery has been focused on 
escalating care for people based on care needs, with 
these care needs generally rising with age. More than 
one in three (36.1%) Australians in residential aged care 
are over the age of 90, while four in five (80.1%) are at 
least 80 years of age. 

Home care customers have the highest representation 
in the 80-84 (22.3%) and 85-89 (25.4%) age brackets, 
however one in five (19.1%) Australians accessing home 
care are aged over 90. 

Affordability and preferences driving trend towards home careAustralia’s ageing population, in the context of a tight 
fiscal environment, is driving change and growth in the 
nation’s aged care sector. Aged care sector revenue 
continues to grow at rates in excess of Australian GDP, 
however deregulation and consolidation are ensuring 
the market remains competitive for providers of aged 
care services. Aged care revenue increased by 10.1% to 

$20.8 billion in the year to June 20161. This was driven 
by growth in all care types, with the 19.2% growth in 
home care revenue far outpacing the 8.6% growth in 
residential care revenue. Despite this, residential care 
remains the most costly type of care, and in nominal 
terms accounted for the majority (71.2%) of the $1.9 
billion in extra aged care revenue. 
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Across all aged care services, government expenditure 
rose by 2.1% in the year to June 2017, its lowest 
increase in 10 years. The smaller increase was driven 
by reduced expenditure on workforce, quality, ageing 
and service improvement programs that seek to 
increase compliance within the sector. Furthermore, 
deficiencies in the home care allocation system have 
been estimated to have resulted in $200-350 million in 
unspent home care package funds2.

For the year 2017, close to three quarters (72.7%) of 
government expenditure was on residential and flexible 
care services. Home care and support accounted for a 
quarter of government expenditure (25.5%). 

GOVERNMENT REAL EXPENDITURE ON AGED
CARE SERVICES ($ BILLION), 2012-2017

GOVERNMENT EXPENDITURE PER CONSUMER BY PROGRAM TYPE, 2016-17

Source: Productivity Commission 2018
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Source: Productivity Commission 2018

2 Leading Age Services Australia, 2017

Australia’s over 65 population increased by 19.5% in 
the five years to June 2017 to more than 3.5 million, 
significantly higher than the overall population growth 
rate of 8.2%. Australia’s ageing population is no secret, 
and this higher growth rate is expected given the 
natural tendency for greater longevity in developed 
societies. However, the below graph shows that 

Australia’s growth in population is far from uniform 
across age groups. Migration data reveals that the two 
largest years for arrivals of permanent migrants before 
the year 2000 were in 1951 and 1971, with 184,889 
and 185,099 people respectively. This may explain the 
significant rise in the 65-75 cohort, as well as the 90+ 
age group in the previous five years. 

Over 65 population growing at twice the national average

Compared to the previous year, government 
expenditure into residential aged care rose by 3.0% 
($372 million). This was compared to a 1.0% ($42 
million) rise in home care and support, illustrating 
the significant infrastructure costs associated with 
residential aged care. Home support through the 
Federal Government’s CHSP services the majority of 

aged care customers at a significantly lower cost. Per 
customer, the government spends 13 times the amount 
on residential aged care relative to home support.
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OVERVIEW

PROPORTION CITING WORKPLACE
ENVIRONMENT AS MAIN REASON FOR
LEAVING EMPLOYER, JUNE 2016

Source: Department of Health 2017

32.3%
28.8%

24.4%
14.5% 14.4%

31.8%

27.4%

26.4%
12 MONTHS OR LESS

MORE THAN 1 YEAR - 4 YEARS

MORE THAN 4 YEARS - 9 YEARS

MORE THAN 9 YEARS

HOME CARE/HOME SUPPORT RESIDENTIAL CARE

TENURE IN CURRENT JOB, HOME CARE/HOME SUPPORT AND RESIDENTIAL CARE

Source: Department of Health 2017

Residential aged care 
providers employed 

24.2% more personal care 
attendants compared to 

2007, while hiring 11.3% fewer 
allied health staff, 3.9% fewer 

enrolled nurses and 1.8% 
fewer registered nurses.

RN EN PCA AH

Residential Care 18.8% 13.5% 8.6% 9.0%

Home care / Home 
support 13.3% 6.3% 13.0% 12.2%

Aged care 
service type

Aged care providers are relying 
increasingly on personal and 
community care attendants to 
provide care for residents. Growth 
in the number of personal care 
attendants and community care 
workers grew by 24.2% in the nine 
years to June 2016. This was the 
only class of employees to see 
growth in employee numbers over 
the period, with other employment 
classes such as Allied health 
(-11.3%), enrolled nurses (-3.9%) 
and registered nurses (-1.8%) all 
declining. 

Providers relying
increasingly on
care attendants

Retaining staff in aged care is critical to building trust 
and rapport with aged care customers, allowing 
providers to better service their clients through 
continuity of care. Tenure in current job is relatively 
similar across both home care/home support and 
residential care, with 14.5% and 14.4% of all employees 
respectively being with their current employer for 12 
months or less. One in 10 residential care workers 
(10.2%) are currently actively seeking work, slightly 
above the proportion of home care and support 
workers (8.7%).

Personal reasons such as moving closer to home, house 
relocation, fulfilling care responsibilities and finding 
more challenging work account for approximately half 
of workers’ (51.6%) number one reason for leaving their 
employer. However, controllable factors associated 
with improving workplace environment and culture 
are also cited. Workplace environment and culture is 
cited by close to one in five (18.8%) registered nurses 
in residential aged care who have left their recent aged 
care provider, the highest of any group. Additionally, 
workplace flexibility and renumeration was most 

commonly cited by enrolled nurses in home care and 
home support, with more than one in four (28.8%) 
citing it as a main reason for leaving their previous 
employer.  

The Productivity Commission estimates that the aged 
care workforce will need to grow to 980,000 by 2050, 
up from 366,027 as of June 2016. This will be driven by 
Australia’s ageing population and increase in demand 
for new skills, as client cases become more complex and 
consumer directed care sees more services delivered.

Why are aged care employees leaving their employer?

 COREDATA AGED CARE WHITE PAPER 2018
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OVERVIEW

The Productivity 
Commission estimates 

that the aged care 
workforce will need to 

grow to 980,000 by 2050, 
up from 366,027 in

 June 20161. 

1 DEPARTMENT OF HEALTH 2017

Incidences of profound disability have declined across 
all over 75 age cohorts, easing pressures for high level 
aged care. Life expectancies for men and women rose 
by 1.9 and 1.2 years respectively in the 12 years to 
December 2015. Morbidity rates have also declined, 
most prominently in the 90 and over cohort, with male 

and female rates falling by 8.2 and 10.7 percentage 
points respectively. Declining morbidity rates are 
unlikely to diminish growth in both high residential 
and home care services. However, they will provide a 
countervailing effect as the Federal Government places 
emphasis on reducing disability rates across Australia.

Declining morbidity rates to ease aged care pressures

 COREDATA AGED CARE WHITE PAPER 2018



 COREDATA AGED CARE REPORT 2018

23224 RESIDENTIAL CARE



2324

RESIDENTIAL CARE
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4 Stewart Brown 2018

Analysis by Stewart Brown 
revealed 43.1% of residential 

aged care providers returned 
a negative EBT in the nine 

months to March 2018, 
compared to 33.9% in 2016-17 

financial year.

2016 2017 % change Difference

RESIDENTIAL AGED CARE PROVIDER FINANCIAL YEAR RESULTS, 2016 VS 2017

Metric

Source: Stewart Brown 2017    *Per bed per day     **Per bed per annum

Care Result* $10.78 $9.4 -12.6% -$1.36

Accommodation Result* $0.97 -$0.1 -105.2% -$1.02

Facility EBT*($pbd) $11.75 $9.4 -20.3% -$2.38

Facility EBT** ($pbpa) $4,082 $3,236 -20.7% -$846

Facility EBITDA** 
($pbpa) $8,941 $8,397 -6.1% -$544

PERCENTAGE OF PROVIDERS BY SERVICE SIZE, 
2008 VS 2017

Source: Productivity Commission 2018

2008 2017

1-20 places 1.6% 1.0%

21-40 places 13.2% 7.2%

41-60 places 25.2% 15.4%

61+ places 59.9% 76.4%

The number of permanent residential aged care 
residents grew by 1.9% in the year to June 2017 to a total 
of 232,252 people. Recent data also suggests aged care 
customers are looking increasingly to respite care, with 
residential respite care growing by 4.3% over the same 

period to 57,498. Growth in up-take and use of respite 
care is consistent with the trend for elderly Australians 
wanting to age at home. Respite care allows carers and 
care-givers to take a break from care giving, avoiding 
burnout and increasing the longevity of home care. 

Growth in residential respite care as more Aussies age at home

Financial results for the 2017 financial year show 
residential aged care providers experienced a decline 
in earnings before interest, tax, depreciation and 
amortisation (EBITDA) per bed per annum of 6.1% 
relative to the previous year. Earnings before tax (EBT) 
showed a less favourable result, decreasing by 20.3% 
to $9.30 per bed, per annum. Declines in key financial 
metrics are indicative of the growing gap between the 
basic daily fee and everyday living expenses, which 
doubled (101.9% increase) to $32.5 per day in the 10 
years to 20174.

The decline in EBT is likely driven by rising costs and 
poorer accommodation results (revenue from RADs, 
daily accommodation payments (DAPs) and expenses 
for refurbishment, maintenance and depreciation). 

Residential care profits under 
pressure

Residential aged care is also going through a period of 
consolidation, with the proportion of providers offering 
61 places or more rising from 59.9% in June 2008 to 
76.4% in June 2017. 

Strong consolidation in aged care 
over last 10 years
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The increase in larger aged care 
providers is also indicated through 
the changing proportion of 
providers. The number of places 
offered by private for-profit 
providers increased by 39.4% to 
79,758 places, while the number 
of community and charitable aged 
care places rose by 14.8% and 
22.3% respectively. Residential 
aged care providers increased 
the number of places offered by 
2.4% across Australia. Occupancy 
rates declined to 91.8% in the 
year to June 2017, down from 
92.4% in the year to June 2016 
and reaching the lowest level 
recorded in the previous 10 years. 
The declining occupancy rate was 
driven by falling occupancy in major 
cities, particularly Sydney where 
occupancy rates declined to 90.9% 
from 92.5% the previous year. 

Market for luxury aged 
care accommodation 
growing
There is a strong trend towards 
luxury aged care offerings, with 
providers increasingly applying to 
price above the $550,000 cap on 
RADs.

The number of room applications to 
the Aged Care Pricing Commissioner 
(ACPC) rose by 74.7% to 7,236 in the 
year to June 2017. Growing demand 
for residential aged care and freezes 
in government funding are driving 
application growth as providers look 
to increase consumer contributions. 
Additionally, providers’ under-
standing of the process has grown 
since the commissioner’s inception 
in 2014, giving them greater confi-
dence in submitting applications.

Improved aged care provider 
expectations of the ACPC process 
has led to reductions in the 
number of refused, reframed and 
withdrawn applications. Of the 291 
total individual applications, 21 
were reframed and 8 withdrawn. 

RESIDENTIAL CARE

The number of room applications 
to the Aged Care Pricing 
Commissioner to price above the 
RAD cap rose by 74.7% to 7,236 
in the year to June 2017.0
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Residential care providers are 
becoming accustomed to a high 
approval rate within the application 
process, with no applications 
rejected in the year to June 2017, 
while the number withdrawn or 
reframed was reduced for the third 
consecutive year. 

Despite the significant rise in 
approvals in the year to June 2017, 
only 6.4% were for RADs priced 
above $1 million. Compared to 
the four year average, approved 
accommodation applications in the 
year to June 2017 were significantly 
higher than the mid to upper 
brackets of $551,000-$700,000 
(25.0% higher) and $700,000 
to $1 million (66.3% higher). 
Accommodation approvals under 
$1 million made up a significant 
majority of the market, accounting 
for 93.6% of all approved rooms. 
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Residential care across the states

VIC

91.1%

WA

93.8%

SA

93.5%

15,896 17,937 4,947

AVERAGE RAD*

$424,446
AVERAGE RAD*

$389,358
AVERAGE RAD*

$349,993
AVERAGE RAD*

$335,949

TAS

91.2%

53,277

73.880.785.566.2

AVERAGE RAD*

$431,781

NSW ACT

91.1%

AVERAGE RAD*

$382,765

QLD

92.3%

AVERAGE RAD*

$334,444

NT

95.4%

AVERAGE RAD*

$538,817

90.1%

511 2,538

74.464.6 79.9 73.8
68,96736,616

OPERATIONAL
PLACES OCCUPANCY RATES

OPERATIONAL NO. OF
AGED CARE PLACES PER

1000 PEOPLE OVER 70YRS

* Residential RAD based on average price of maximum refundable accommodation deposit. RADs received by aged care providers will fall 
below if payment in combination with Daily Accommodation Payment (DAP).

RESIDENTIAL CARE

Close to two in three (63.2%) 
aged care facilities with 
direct staff cited they had 
a skills shortage, with this 
figure rising to 87.8% in very 
remote areas.

The Australian Capital Territory 
(ACT) has the most costly RAD of 
$538,817. Despite having the lowest 
occupancy rates in the nation of 
90.1%, waiting days for residential 
care in the state are the highest at 
228 days. Although the delay may 
be due to consumer preferences to 
stay at home slightly longer, lack of 
supply in certain locations in a small 
yet growing aged care consumer 
market is likely to play a role.

The next most costly RADs 
are found in New South Wales 

($431,781) and Victoria ($424,446). 
Higher RADs across the two east 
coast states have been driven by 
relatively strong house price growth 
in Sydney and Victoria.  

Occupancy rates are highest in the 
Northern Territory (95.4%) and 
Western Australia (93.8%), which 
comes as no surprise given they 
have both have the least number 
of operational care places per 
1,000 people over 70 at 64.6 and 
66.2 respectively.
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Employment in residential aged care 
rose by 3.4% in the 12 months to 
May 2017, which slightly outpaced 
consumer growth 2.4% over a 
similar period. However, looking at 
the most recent data, employment 
rose by a more significant 11.7% 
in the year to May 2018. The most 
recent rise in residential aged care 
employment could be due to rising 
acuity of customers’ needs, with 
the rise likely attributed to domestic 
care attendants5.

Source: ABS 6291.0.55.003

EMPLOYMENT IN RESIDENTIAL CARE SERVICES, SEASONALLY 
ADJUSTED, 2008-2017

5 Stewart Brown 2018

Cause of skill shortage All occupations

Specialist knowledge required 18.9%

Geographical location of facility 7.9%

Wages or salary costs too high 9.9%

Lack of availability of adequate training 12.0%

Unsure of long term demands for service 4.6%

Recruitment too slow 20.6%

No suitable applicants (skills/qualifications/experience/values) 79.6%

Facilities (weighted) 6.2%

Skills shortage a 
recruitment challenge
Residential aged care providers 
continue to grapple with skill 
shortages in recruiting the  
right staff. 

Close to two in three (63.2%) aged 
care facilities with direct staff 
(not inclusive of management 
and administration employees) 
cited they had a skills shortage, 
while skills shortages are most 
prevalent in very remote areas 
(87.8%). The top three reasons 
cited by residential aged care 
facilities for skills shortages are not 
having suitable applicants (79.6%), 
geographical location of facility 
(37.9%) and recruitment being too 
slow (20.6%). 

PROPORTION OF RESIDENTIAL FACILITIES WITH SKILLS SHORTAGES 
THAT NOMINATED EACH CAUSE OF THAT SHORTAGE, 2016

Source: Department of Health 2017
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Preferences and 
affordability driving 
demand in home care
Home care deregulation saw a 
temporary spike in home care 
package numbers in 2017 as 
providers looked to fill their 
allocated packages before reforms 
commenced in March 2017. The 
number of people receiving home 
care rose by 12.0% to 74,205 in the 
year to September 2017. However, 
strong growth in demand for home 
care has created challenges for 
the government and aged care 
providers, with the queue for home 
care package approval ballooning 
to 104,602 consumers in the 
national prioritisation queue at the 
end of 2017. 

HOME CARE
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Government budget 
under financial 
pressure
Home care packages are divided 
into four levels, with Level 1 
providing the lowest level of 
care and Level 4 the highest. 
The growing queue for Level 4 
packages, which are more than 
three times the cost of level two 
packages, highlights the financial 
pressures on the government at 
present.  The current queue for 
Level 4 home care packages of 
56,856, if allocated, would see the 
government’s expenditure in home 
care more than double to $4.0 
billion6. Level 2 home care packages 
account for more than two in 
three (68.5%) allocated home care 
packages, with the next highest 
proportion being Level 4 (20.9%). 
Home care level 2 and 3 packages 
have grown most rapidly, increasing 
by 18.0% and 15.5% respectively.

Home care package allocations 
are not always reflective of the 
demand for home care packages. 
This is illustrated with only one 
person receiving a Level 4 package 
for every three people with an 
approved package, that they 
have not yet received. The queue 
for Level 4 home care packages 
was more than three times the 
current 15,524 recipients of Level 
4 packages at 31 December 2017. 
Bottlenecks in the industry have 
created barriers for growth for 
home care providers, as people 
wait for their package allocation.

6 This figure assumes a consumer contribution of 90.9% as per 2016 consumer contributions into aged care, as well as a level four home 
package cost of $48,000 per year.

There are 104,602 aged care 
consumers in the national 
prioritisation queue who are yet to 
receive their approved home care 

package. Since home care packages 
were allocated to customers and 
providers in February 2017, the 
queue has risen by 29.1% in the 
10 months to December 2017. 
Despite this rise, the proportion of 
Australians in the queue allocated 
an interim package that is one or 

Home care package
queue tops more
than 100,000
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more levels below their approved 
package has increased from 25.0% 
to 45.8%. 



3536
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The current queue for level 4 
home care packages of 56,856, 

if allocated, would see the 
government’s expenditure in 

home care more than double to 
$4.0 billion2.

  2 This figure assumes a consumer contribution of 90.9% as per 2016 
consumer contributions into aged care, as well as a Level 4 home 

care package cost of $48,000 per year.
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ACTUAL AND BUDGETED GOVERNMENT EXPENDITURE ON HOME CARE, 2011-2020

Source: ACFA 2017

Australians’ preference to age at home and home 
care’s cost effectiveness relative to residential care 
is forecast to drive government expenditure in home 
care by 77.9% in the four years to June 2020. 

Recent home care reforms such as income means 
testing and consumer directed care mean home care 
providers will need to better understand both the aged 
care customer, as well as close family members who 
play a role in the decision-making process. 

Growing queues in home care, particularly the highest 
cost level 4 packages, have meant a growing allocation 

of the government’s budget to home care. The most 
recent budget will see 14,000 new high level packages 
offered over the next four years, however this still falls 
short of demand.

Most recently, home care government expenditure 
increased by 16.1% in the year to June 2016, well  
above both residential aged care (7.3% increase) and 
home support (0.4% increase). In the future, home  
care is projected to continue to receive greater 
government expenditure. 

New high care need packages falling short of demand
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HOME SUPPORT

Home support services the majority of all aged 
care customers, accounting for roughly 65.0% of all 
Australians accessing aged care. 

Data collection on home support is the least 
developed of all aged care services provided across 
Australia, with several gaps existing on providers and 
customers in the sector.

Comparing the use of CHSP across Australia, New South 
Wales has the lowest proportion of CHSP of 58.5%. 
Despite being an entry level service, the majority of 
home support customers are between the age of 80-84 
(22.7%) or 85-89 (30.3%). 

The top three CHSP services used by Australians 
were domestic assistance (265,223), allied health and 
therapy services (208,035) and transport (136,304). 
Hourly costs for domestic assistance remained 
relatively steady in the four years to June 2017, rising 
by just 6.6% across Australia. However, costs for allied 
health and nursing have risen at a greater rate of 

30.0% and 50.7% respectively7 over the same period. 
The rise in costs is likely associated with changes in 
aspects of the service (i.e. geographical location), as 
well as rising time spent with clients. Cost pressure 
in the sector will ensure that CHSP providers find 
efficiencies in service delivery. 

Domestic assistance and allied health most used CHSP services
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NSW leads nation for lowest uptake of CHSP

7 Time series data on per hour CHSP costings using as GGFCE chain price deflator (2016-17 = 100).
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Looking ahead, calls for 
greater consumer choice and 

contributions in the sector will 
likely see home support follow 

home care into a consumer-
oriented system. Additional means 

testing and the potential to align 
CHSP with home care over the 

next five years means providers 
will have to spend more time 

understanding customer needs.

There are a total of 3,107 CHSP establishments 
providing home support services across Australia as of 
June 2018. The most commonly offered services include 
individual social support groups (42.3%), domestic 
assistance (36.0%) and flexible respite (31.9%). Controls 
on the number of providers for home support will see 
existing providers continue to explore the provision of 
home support services beyond their core services. 

Looking ahead, calls for greater consumer choice and 
contributions in the sector will likely see home support 
follow home care into a consumer-oriented system. 
Additional means testing and the potential to align 
CHSP with home care over the next five years means 
providers will have to spend more time understanding 

customer needs. However, unlike residential care, 
product and service models will need to adapt less 
because of the changes, with a greater focus on skill 
selection and value add services essential to increasing 
customer and family satisfaction, as well as driving 
profitability. 

The government spent $2.2 billion on home support in 
the 2016/17 financial year, slightly below what it had 
budgeted. From 1 July 2018, government funding for 
CHSP will be indexed at the rate of population growth 
in Australians aged 65 and over. In addition, Western 
Australia will convert from its current HACC program to 
CHSP. Consumer contributions in HACC programs in the 
2014/15 financial year were roughly 10.0% of revenue. 
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MARKET OUTLOOK

Understanding how willing and able 
customers are to pay for current 
and future aged care services will 
be critical in increasing consumer 
contributions and creating a 
sustainable aged care system.

Revenue for residential aged care is forecast to grow 
by an annualised 4.7% to $24.1 billion over the next 
five years to June 2023. Australia’s ageing population 
and increased wealth of older Australians will drive 
the increase. However, growing pressure on the 
government budget means there is no free-lunch for 
aged care providers. Productivity improvements and 
value add service delivery will be critical to individual 
provider performance. Forecasts on the number of 

enterprises are in line with recent consolidation seen 
within the industry. The number of enterprises is forecast 
to remain relatively stable over the next five years, 
declining slightly by 0.5% in the five years to June 2023. 
However, the number of establishments is forecast to 
rise by 8.1% over the next five years, lower than revenue 
forecasts, suggesting that residential aged care facilities 
will be servicing more people per establishment, as well 
as driving revenue through value add services.

Providers must fight for their share of industry revenue 
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Australia’s current age 
demographic is not uniform across 
states, which will create different 
infrastructure requirements over 
the next 40 years.

Australians approaching retirement, that will have 
a need for aged care in the short to medium term, 
have experienced the highest rise in wealth across 
Australia. Australians aged between 65-74 experienced 
the largest increase in wealth during the four years 
to June 2016 of 25.7%, while Australians aged 55-64 
experienced the second largest rise in wealth of 24.2%. 
Strong growth in wealth among Australians approaching 
retirement gives this cohort greater capacity to spend on 
aged care services. This provides opportunities for aged 
care providers to offer higher cost or luxury services as 
the sector continues to de-regulate and move towards a 
consumer directed model.  

Aged care providers will benefit from paying close 
attention to key asset markets held within the ageing 
demographics portfolio, particularly property. 
Movements in property prices play a significant 
role in wealth accumulation, as well as impacting on 
supply side costs of aged care providers. Governments 
and aged care providers will need to work towards 
sustainable financing of the aged care sector. 
Understanding how willing and able customers are 
to pay for current and future aged care services will 
be critical in increasing consumer contributions and 
creating a sustainable aged care system.

Baby Boomer wealth to influence service offer

Recent estimates from the Australian Bureau of 
Statistics show previous medium growth forecasts 
of Australia’s population over 65 to be on par with 
recent estimates over the five years to June 2017 – an 
expected outcome given the probability of migrating 
internationally decreases with age. 

Ageing population to underpin aged
care demand
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8 Alzheimer’s Australia 2017

In line with Australia’s ageing population, the number of 
Australians with dementia is expected to rise by 89.8% 
to around 760,000 in the 20 years to June 20368, placing 
it at the forefront of Australia’s aged care problem.

Growth in the dementia population will require service 
delivery and the labour force required to grow with 
it. Ensuring a properly trained, educated and qualified 
workforce is paramount to residential aged care service 
delivery. However, with challenges in overcoming skill 
shortages comes opportunities for aged care providers 
to cater to growing demand for care services. 

While allowing people to age in their homes is a more 
sustainable solution to Australia’s aged care needs, 
it also increases the burden on families and service 
providers – to get involved in decision-making and 
find solutions that work for those who are mentally 
incapacitated. The primary challenge with rising 
dementia incidence is the cost burden for government. 

Care for dementia sufferers costs on average $55,904 
in a residential setting in the first year - well above a 
yearly stream of daily accommodation payments. 

Further exacerbating the problem, the cost of care 
rises exponentially as dementia symptoms and the 
condition deteriorates, usually resulting in a need for 
24/7 care and assistance.

A recent report from Alzheimer’s Australia suggests 
aged care costs for dementia currently sit at $3.3 
billion and are expected to balloon to $8.3 billion by 
2051.

Importantly, these figures do not include medical 
costs, only the costs associated with the care of 
dementia sufferers. The figures also take into account 
cost reductions anticipated to come from future 
medical innovation in this area.

Dementia to take centre stage as our bodies outlive our minds

Australia’s population over 70 is 
forecast to increase by 44.7% in 
the 10 years to June 2027, higher 
than both the over 65 and over 85 
segments. Australia’s current age 
demographic is not uniform across 
states, which will create different 
infrastructure requirements over 
the next 40 years.

The graph below shows the 
increase in population by single 
year of age, with the over 70 
group showing significantly higher 
growth rates. Increased use of 
home care will soak up a large 
component of growth in the over 
70 group, however residential 
care and palliative care will play 
a greater role in the significant 
growth of the 95+ cohort.
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