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Demographic context: Fertility

Children per woman

Australian historic and logistic age-specific fertility
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Demographic context: Fertility

Children per woman
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Demographic context: Longevity at birth

Years of life expectancy at birth
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Demographic context: Mid life longevity
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Demographic context: Migration
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Demographic context: Migration

Age structure
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Demographic context: Age Structure

70%

Percentage of age-group in total population
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Demographic context: Age Dependency

50

<
z Old-age dependency ratio
(| ,,‘
Q 45 -
o
o Pid
G ,,
S i
°\o 4 4 &
1) 4 &
@ ’ P
P4 -

N P P P
O 35 ’ 27 7
Al ,/ ’, P
Q 2 PR 4
8 ’ ’ '4

30 4 7 v

s g ’
P4 P4 P4
r'd P4 y
' ’/ P
25 Europe g i
’ ’
PR e
'
20 S 27
. ’
Australia PR
15 >
P ' 4
L d
&
. e
5
0
950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050
INSTITUTO DE ESTUDOS

DE SAUDE SUPLEMENTAR




Population ageing in Australia

Demographic context

Economic context > (1) Participation
Policy context (2) Productivity
Fiscal Projections

Issues
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Economic context: Participation
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Labour force participation of women aged 55-64 (%)
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Economic context: Participation
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Economic context: Productivity
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Population ageing in Australia

Demographic context
Economic context

Policy context > (1) Pensions
Fiscal Projections (2) Health
Issues (3) Aged care
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Policy context: Pension system
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Policy context: Pension system
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Policy context: Pension coverage
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Policy context: Pension access age

Life expectancy after pension eligibility age
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Policy context: Private pension assets
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Policy context: Private pension benefits

Structure of Superannuation pension benefits (% share) Annuities purchased ($ million, current)

100% 3000
Proportion taken as a pension
. ST annuities ,‘
80% - | \
| \
! “ 2000
60% ] \
o.. ’ ‘
’.l.
R
40% ’ ;
/ °
. 1000
LT annuities 7 | AR
P4 \ /\
20% _ \ /
- - @ of \
7 \
-
- - -
0% T T T T T T T T |‘-¥| ‘l*’ |4=' O
1994 1998 2002 2006 2010 1998 2001 2004 2007 2010

IESS

INSTITUTO DE ESTUDOS
DE SAUDE SUPLEMENTAR




ture

ion expend

pens

IC

Publ

[ ]
[
Total pension spending (% of GDP), 2010

Policy context

16%

12%

8%

4% -
0% -

Ajey
{Juesd
eusny

DE SAUDE SUPLEMENTAR

9293.9

INSTITUTO DE ESTUDOS

|esniiod

IESS

puejul
Ate3unH
pue|od
BIUDAO|S
wni3|ag
Auewuan
uleds
yJewuaq
usapams
AemioN
danoquwiaxn
o Yo92)
elu0ls]
lizeag
8¢dd30
" ABAOIS
N
pueaJ|
Aayany
SpuelJayiaN
puBIDZUMS
epeue)
ZN

vsn
pue|ad|
eljesysny
02IX3aN
£9.0)



Population ageing in Australia

Demographic context
Economic context

Policy context > (1) Pensions
Fiscal Projections (2) Health
Issues (3) Aged care
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Policy context: Health system

Australia Public Australia Private
. . . * Voluntar
. * Voluntary * Sistema Unico de Saude y
* Medicare . . . * Mostly employer
Program . * Mostly private ¢ Highly decentralised .
* Since 1984 . . contracted hospitals or
insurance contracts * Since 1988

insurance companies

* All residents
Coverage < Some means testing for < About half of pop * Universal
pharmaceuticals

* Quarter of pop
* Mostly employees

* General tax

* General tax * 30% rebate (means « Occupational insurance * Private hospitals
Funding *1.5% tax levy tested from 2012) contrri)butions subsidised by SUS
* +1% tax levy for rich * Waiver of 1% tax levy
. . * Hospitals
* Hospitals * 47% of pop hospital . .
. _— . e Medical practioners
* Medical free/subsidised ¢ 54% of pop ancillary . . .
. . * Basic ancillary * Hospitals
.. *Ancillary at public hosp . . o
Benefits . . . * State pharmacies for * Medical practitioners
* Pharmaceutical purchase ¢ 14% of ins ancillary only . .
common diseases e Ancillary

scheme to lower costs + ¢ 86% of ins hosp+ancillary

subsidies for poor * 0% of ins hospital only > ERCELELA SRR

& waiting list issues

Source: Private Health Insurance Administration Council, Government of Australia 2012; www.swisslife.com; www.ans.gov.br



Health needs

Proportion of deaths due to non-communicable diseases (age-standardised), 2004
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Health spending by type (% of GDP), 2010
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Population ageing in Australia

Demographic context
Economic context

Policy context > (1) Pensions
Fiscal Projections (2) Health
Issues (3) Aged care
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Policy context: Aged care system

Australia

Program

Coverage

Funding

Benefits
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Policy context: Aged care programs

25%
Older recipients of aged care as a share of population 65+, 2008
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Policy context: Aged care expenditure
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Population ageing in Australia

Demographic context
Economic context

Policy context (1) Denominator: GDP
Fiscal Projections —s (2) Nominator: Pension,
Issues Health, Aged care cost

(Australian Treasury
modelling framework)
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Fiscal projections: GDP

GDP Hrs Emp LF
GDP = X X X
Hrs Einp LF Pop15+
Employment
Labour ratio
productivity

Average hours
worked

Participation
rate

ii =

x Pop15+

A

Population aged
15 and above
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Fiscal projections: Pension expenditure

% of
Assets as | proiacted Super assets and age pension entitlement pop ?f
% of GDP Some benefits (e.g. Disability pensions) pension
o modelled on historical trend and indexed age
Cohort projection model unit cost plus adjustments for policy
allows estimates of wealth
144% . . . 80%
and income in retirement
Pension entitlement is then
modelled based on indexed
pension parameters that
178% allow for means-testing 60%
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Full pension (RHS)
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Fiscal projections: Health expenditure

300
Total Australian government health expenditure with and without non-demographic growth
(in 2009-10 AS, billion)
250 1. Derive real historic non-demographic
growth rates (e.g. due to higher cost and use
of doctors, tests, and pharmaceuticals)
200
2. Apply non-demographic
growth to current, age-
specific cost per person Increasing
150 demand for health
3. Apply projected population
and CPI to derive nominal
100 projections
50
0
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Fiscal projections: Health expenditure

8
Projected Australian government health spending (% GDP)

5 Aggregate model used for
10-40 year projection.
Advantage of estimate
stability.

Component model, with

differentiated participation
6 and cost trends, is used for
first 10 years. Advantages
for policy insight.
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Fiscal projections: Aged care expenditure

2,8%
2,4%
2,0%
1,6%
1,2%
0,8%
0,4%

0,0%

Composition of current and projected Australian government aged care expenditure (% GDP)

1. Take historic unit cost 3. Apply to projected population,
growth by program (e.g. due assuming (a) trend and policy toward
to labour cost) community care (b) constant disability

rates by age (c) lower costs due to
means testing of higher wealth and

2. Apply to current, age- .
income

specific cost per person

2049-50 2049-50 2049-50

gl Residential care Community Care All aged care
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Projected Fiscal Gap

5 Ferl::entnf GDP PerﬂenlnfGDIi’ 5
1
0
-1
-2
-3
-4 4 4
-b 45
2009-10 2019-20 2029-30 203940 204 9-50

HWIGR 2010 HIGR 2007

MNote: The fiscal gap is total Australian govemment receipts minus total Australian government payments
(excluding interest).
Source: Treasury projections.
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Population ageing in Australia

Demographic context
Economic context
Policy context

Fiscal Projections
Issues
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Projection issues

 Overall commendable and internally consistent modelling
 Some assumptions better as scenarios (e.g. fertility)
 Some assumption myopia (e.g. migration, participation)

e Some assumptions unclear (e.g. Super decumulation)

 Some assumptions imperfect (e.g. non-demographic health cost
growth not linked to income by age)

e Assumption / methodological variation between projections

* No policy options or specific policy / budget related breakdowns
to judge policy change

e Ifitisan assessment of fiscal sustainability, does a projected
deficit (2.75%) mean governments failing assessment?
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