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FUTURE DEMAND FOR LONG-TERM CARE, 2002 TO 2041: PROJECTIONS
OF DEMAND FOR LONG-TERM CARE FOR OLDER PEOPLE IN ENGLAND

The financing of long-term care raises a great ntam@stions. How many older people
are likely to require long-term care services m¢bming decades? How much are these
services likely to cost? Will the cost to publiaéls prove affordable? Who should pay?
How should costs be divided between public exparei&and private sources of finance?
In order to address these issues, reliable projectare needed of future demand for
long-term care and future long-term care experglitur

This paper presents projections of demand for lengy care for older people in
England to 2041 and associated future expendifthie. projections were produced
using an updated and expanded version of the Pdr&wtial Services Research
Unit's (PSSRU) long-term care projections modele Nersion of the model used
here has a base year of 2002 and incorporates b4é-t#ased official population
projections.

The first part of the paper describes the PSSRIg-term care finance research
programme and recent associated projects. The dgm@ohof the paper describes the
updated and expanded PSSRU long-term care prajsatmdel, including details of
the data used in this updated version. The thind peesents a set of base case
assumptions and the projections obtained usingetlassumptions. The fourth part
investigates the sensitivity of the projectiongh@anges in those assumptions. Section
five discusses the findings. A final section setssmme conclusions.

1. The PSSRU study of long-term car e finance

The PSSRU long-term care projections model wastearied as part of a project on
long-term care finance, which is funded by the Dpent of Health. The project is
concerned with two related policy issues on thaiiog of long-term care for older
people. The first is whether expenditure, and $padly public expenditure, on long-
term care will remain sustainable over the comimgadles, despite demographic
pressures and potentially rising expectations. $aeond is what should be the
balance between public and private expenditureng-term care.

A detailed account of the long-term care projedionodel and of the data and
assumptions used can be found in Wittenberg €t24§), a report that describes the
first version of the model. The model has been leebuupdated and expanded. A
paper exploring sensitivity of an updated versibthe model to various assumptions
was published in Health Statistics Quarterly in 2QW/ittenberg et al, 2001). Further
updated projections can be found in Comas-Heriteah (2003a) and Wittenberg et al
(2004).

An important strand of work for the project has hdwmw to model the supply of
informal care and the relationship between informele and formal services. The
study has investigated in some detail the impacthainges in the availability of



informal care on projected future demand for sewiqPickard et al, 2000,
forthcoming).

The initial model was used to provide projectiooisthe Royal Commission on Long-
Term Care (1999). Revised versions of the modelehbgen used to provide
projections for the HM Treasury Health Trends Rev{®anless, 2002) and for the
Institute of Public Policy Research (Wittenbergakgt2002 and Hancock et al, 2003).
The latter involved innovative linkage between tRRSSRU model and a
microsimulation model developed by the Nuffield Goonity Care Studies Unit

(NCCSU) at the University of Leicester.

A version of the model that investigates futureglberm care costs of cognitive
impairment, using MRC CFAS data (MRC CFAS, 1998s lbeen developed with
funding from the Alzheimer's Research Trust (CorHasrera et al, 2003b). This
enabled separate projections to be made of serfaceslder people with cognitive
impairment under a range of assumptions aboutdupnevalence rates of cognitive
impairment.

The European Commission financed a comparativey stiidfuture long-term care
expenditure in Germany, Spain, Italy and the UKn@s-Herrera and Wittenberg, 2003;
Comas-Herrera et al, 2006). This study involved deselopment of a number of
scenarios for possible changes in patterns oftbatewere investigated across the four
countries. They included changes in the balancesdegt informal care and formal
services and changes in the availability of forimaine-based services (Pickard et al,
2006).

The National Assembly for Wales commissioned aiopref the model that makes
projections of future demand for long-term caré\iales (Comas-Herrera et al, 2003c
and 2005). Projections of future demand for redideoare in Wales were produced to
match those produced for a Department of Healttystf residential care supply in
England (Comas-Herrera et al, 2001). Projections laéso been prepared for individual
local authorities in England and for all local aartties in Wales.

These projects, in particular the internationatigtinave had a substantial influence on

the core model. It has recently been expanded tableto make projections under a
wider range of future scenarios, especially orepagtof care.

2. Description of the PSSRU long-ter m car e pr oj ections model

The PSSRU long-term care projections model aimmase projections of four key
variables: the future numbers of disabled oldempfeeahe likely level of demand for
long-term care services and disability benefitsolder people, the costs associated with
meeting this demand and the social care workf@geired.

The model does not make forecasts about the futineakes projections on the basis of
specific assumptions about future trends. The a@gbranvolves simulating the impact
on demand of specified changes in demand driveck as demographic pressures, or
specified changes in policy, such as the introdactif free personal care. It does not
involve forecasting future policies or future paiteof care.



The model is updated regularly as new data beceoaitahble, in particular new versions
of the General Household Survey, population prajast data on numbers of older
people in care homes and on numbers of users of lbame services and estimates of the
unit costs of care. The version of the model tlagtlieen used to make the projections in
this paper utilises data from the 2001/2 Generalgdbold Survey, 2004-based
population projections, March 2003 data on resideosare and home-based care and
unit costs adjusted to 2002 prices.

The model is cell-based (a macro-simulation modeiyl takes the form of a
spreadsheet. It consists of five main parts. The& fart estimates the numbers of
older people with different levels of disability lage group, gender, household type
and housing tenure. The second part estimateseti@s|of long-term care services
required, by attaching a probability of receivirgplith and social care services to each
cell, and disability benefits. The third part oktimodel estimates total health and
social services expenditure, and, in the fourth, paral expenditure is allocated to the
various sources of funding. Finally, a fifth paetates to the social care workforce.

Projected numbersof older people

The first part of the model divides the older papioh according to a number of
characteristics relevant to the use of servicesh i3 the level of functional disability
(measured in terms of activities of daily living)arital status, whether living alone, with
a partner or children, housing tenure, and recéipiformal care by spouses, children or
others. The model uses the Government Actuary'sabeent (GAD, 2005) 2004-based
population projections as the basis for the numbepeople by age band and gender in
each year under consideration until 2041.

The projected older population by age band and greark separated into disability
groups. Disability is a crucial factor in considey need for long-term care, as it is
disability rather than age which influences needclre. Various studies have shown
that projections of long-term care expenditure seasitive to assumptions about
future rates of disability among older people (Hlitet al 1994; House of Commons
Health Committee, 1996; Wittenberg et al, 2001; drggen and Batljan, 2000;
Rothgang et al, 2003; Karlsson et al, 2005). Thmdeh uses as a measure of
disability the ability to perform activities of dwiliving (ADLs) and instrumental
activities of daily living (IADLS). The section odgisability in the projections model
has recently been updated and expanded, using fdata the 2001/2 General
Household Survey (GHS). It now includes six categgof functional disability (box
1), ranging from no disability to inability to perin two or more activities of daily
living (ADL) without help.



Box 1: Disability groups used in the PSSRU model

The six disability groups used in the model aréoliews:

1. People able to perform ADL (personal care) tasksIADL (domestic care) task
without difficulty or need for help.

People who have difficulty performing IADL but nADL tasks.

People who have difficulty bathing.

People with difficulty with other ADL tasks.

People who cannot perform at least one ADL taskauit help.

People who live in the community and cannot perfosm or more ADL tasks
without help, and people who are in care homesmg-ktay hospital.

)
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There are currently nearly two-and-a-third millidisabled older people in England.
Of these, approximately two million live in theiwo homes and around 350,000 in
residential care homes, nursing homes or longfsbapitals. Almost 600,000 of those
in their own homes are unable to perform at leastADL without help. Eighteen per
cent of men and 21% of women aged 85 and overdm dwn homes fall into this

category.

Another key factor in the receipt of long-term c@ehousehold type (Arber et al,

1988; Davies et al, 1990; McNamee et al, 1999)gdneral, older people who live

alone are more likely to receive formal serviceantithose living with others

(Evandrou, 2005), while those living with otherg anore likely to receive informal

care (Pickard et al, 2000). Because of the clekgionship between household type
and informal care, there is a single classificationthe model for household

type/informal care.

The projections of household composition/informatecin the PSSRU model are
driven by the 2003-based GAD marital status andabiéation projections (ONS,

2005). The model incorporates the GAD marital bdeakn by age and gender to
2031 and then assumes that the proportion of tpelpton, by age and gender, who
are married/cohabiting remains constant from 208&awd.

The household type/informal care classificationthe model is based, in the first
instance, orde factomarital status. Older people who are marriedatrabiting are
distinguished from those who are single, separatewrced or widowed. The two
marital status groups, those who ae factomarried and those who ade facto
single, are broken down into five household typsag official national statistics and
the 2001/2 GHS. The following five household tygeegories are distinguished:
single alone, single with children, single with ety couple alone and couple with
others. Multivariate (logit) analysis of the GHSa#&ound that, where single people
are concerned, living alone, with children or wdthers is significantly associated
with gender and disability. Consistent with findsnglsewhere, single older women in
private households with high levels of disabilitye a&onsiderably less likely to live
alone than are those with lower levels of disabi{tf Grundy 1992). For married
people, living with a partner only or with a pamtnand others is significantly
associated with age band, with the proportion ofiptes who live with others
declining with advancing age. The projections assanisteady state’ regarding the
propensity within marital status groups to liveradowith children or with others.



The five household type groups are then furthekdmodown by receipt of informal
care to produce an eight-fold classification by $ehold type and informal care (box
2). Informal care in the model is based on analysfeseceipt of unpaid help with
domestic tasks by disabled older people using 0@1/2 GHS. Multivariate (logit)
analysis of the GHS data found that, for singl@blisd people living alone, receipt of
informal care is significantly associated with gendseverity of disability, housing
tenure and the interaction between disability, terand gender. Women with IADL
problems who rent their homes are more likely tenee informal care than women
with IADL problems who own their homes. For disablearried older people living
in a couple only, receipt of informal care is asatad with type of disability and age
band. Married people with difficulty bathing areymificantly less likely to receive
informal care than other disabled married peopléjlevas age increases, it is
increasingly likely that informal care is providéwm outside the household rather
than by a spouse.

In modelling receipt of informal care in future yeait is important to distinguish
between informal care by spouses and by childiihereas care by spouses is likely
to increase in future years, care by children megrease (Allen & Perkins 1995;
Evandrou & Falkingham 2000; Pickaret al 2000). The PSSRU model now
distinguishes between different sources of inforiweie for disabled older people,
using additional data supplied for the first timghwthe 2001/2 GHS (Pickaret al
forthcoming). Three principal sources of informare are identified: care from
children, from spouses and from others. The praest assume a steady state
regarding the propensity, within household typ@finfal care groups, to receive care
from a spouse, child, spouse and child, or others.

The model includes, for those living in private Beholds, a simple breakdown by
housing tenure, between those living in owner-oeigenure and those living in

rented accommodation. One reason for the inclusidrousing tenure is that it can be
regarded as a simple proxy for socio-economic gréumother is that it is relevant, in

the case of older people living alone, to the divisbetween those who fund their
own residential or nursing home care and those wate funded by their local

authority. The current means test for public supporcare homes generally takes
account of the value of the person’s home (unlessdccupied by their spouse or an
older or disabled relative). This means that oldeme-owners who live alone

generally need to fund their residential care pela while older tenants and older
home-owners living with their spouse are ofteniblgfor public funding.

The rates of home ownership, by age, gender andainstatus, for 2002 are from the
Family Resources Survey. Projected rates for futyears to 2022 are from
projections by the University of Essex (Hancock020Q which derive from a
microsimulation model. Home ownership rates are thgsumed to remain constant,
by age, gender and marital status, from 2022 onward

The model divides the population into 1,000 ceHarty of these relate to the
institutional population by age (5 bands), gendemvious household type (2
categories) and previous housing tenure (2 categjprand 960 to the household
population by age (5 bands), gender, disabilitygi@ups), household type/informal
care (8 categories) and tenure (2 categories).



Box 2: Household type/informal care classificatimed in the PSSRU model

The eight different categories used in the modelkarfollows:

. Single, living alone, no informal care

. Single, living alone, with informal care

. Single, living with children

. Single, living with others

. Couple, living with partner only, no informalrea

. Couple, living with partner only, with informeare

. Couple, living with partner only, with informehre from outside the household
. Couple, living with partner and others

O~NO UL, WN -

Projected numbersof servicerecipientsand recipients of disability benefits

The second part of the model projects the volumesesvices demanded by
combining the output of the first part of the moddle projected numbers of older
people by disability, informal care/household tyged other characteristics) with
functions that assign receipt of services to eadhrggoup of the older population.
The services covered include a range of healthsanil services relevant to meeting
long-term care needs. Disability benefits are aistuded.

Residential care

The number of older people receiving residentiaksimg home or long-stay hospital

care was estimated using a combination of dataci@lfhational statistics were used on
the total numbers of local authority supporteddesis in residential care and nursing
homes in England on 31 March 2003 (Department @ifitHe2003) and estimates of the
numbers of privately funded and NHS funded care éhoesidents. A proportionate

breakdown of care home residents by age band, gemewious household type and
previous housing tenure was derived from PSSRUegarof residential care (Netten et
al, 1998) and applied to the totals.

2001 Census data on the numbers of older patigntge and gender were used as
estimates of the numbers in long-stay hospital.clarehe absence of data on this
group’s previous household type and housing teraurereakdown from the PSSRU

survey data on nursing home residents was applieddpital residents.

This approach enabled the proportion of disablddrgbeople in residential home care,
nursing home care and long-stay hospital care tesbmated for the model base year,
2002. The number of older people in these carmgstivas expressed as a proportion of
the overall number of highly disabled older pedgitese unable to perform two or more
ADLs without help or in care homes), for each sobgrby age band, gender, previous
household type and previous housing tenure. Thespopions were then used in
making projections for future years.

The total numbers of care home residents were alivitbtween respite care and other
residents on the basis of data from the PSSRU yumkresidential care. Residents
receiving personal care and not nursing care wetded between local authority and



independent sector care homes, using official ftat&dvlarch 2003. As the numbers of
residents of local authority homes have been gllithe projections assume that all
growth will relate to independent sector homes.

Non-residential care

The probability of receipt of each non residensakvice was estimated through
multivariate (logit) analysis of the 2001/2 GHS alatLogistic regression analyses
were run to determine the factors associated \eitkipt of each of the services: local
authority home help, private help, district nursgegvices, meals, day centre services,
chiropody, and any one or more of these servicdsefahan chiropody). In each
analysis, the dependent variable was receipt ofsémeice. The intensity of service
use was not accounted for at this stage. Separakysas were undertaken for
disabled and non-disabled older people, as fewdmsaibled older people received
services other than chiropody and private domédstip. The independent variables
were age, gender, household type/informal caresihguenure and, for the disabled
sub-sample, level of disability.

For non-disabled people, age was statistically iGogmtly associated with the

probability of receipt of home care, private helfistrict nursing, meals, and
chiropody. Gender was associated with receipt afopbdy only, while household

type/informal care was associated with receipt o¥gbe help only. Tenure was
associated with receipt of home care, private teid day care. The following

variables were associated with receiptanf/ service: age, household type/informal
care, and household tenure.

For disabled people, age and degree of disabiléyaasociated with receipt of home
care, private help, district nursing and chiropodgusehold type/informal care and
housing tenure are both associated with receiptpovate help; household

type/informal care also being associated with pcef home care, private help and
chiropody. Gender was associated with receipt obpbdy only. Housing tenure is

associated with receipt of meals. In an analysieogipt ofany service, a significant

association was found with age, household typeatn&b care and degree of
disability.

Demand for non-residential services was calculbtedsing the fitted values from the
logistic regression models as the estimated prababiof receipt of each service by
age band, disability and the other factors desdrédgove. These fitted values were
then multiplied by the projected numbers of oldeoge within each cell by age band
and other needs-related circumstances to produiceagss of the numbers of service
recipients.

The estimated numbers of recipients of local authoome care, day care and meals
were grossed to match Department of Health Referfdsessments and Packages of
Care (RAP) data for 31 March 2003 for England (Depant of Health, 2004a). The
grossing factors estimated for 2002 were then egpfor all projection years.
Grossing was not possible for NHS community or dagpital services or for private
services, as there are no official data on numbecients of these services.



Finally, these estimates of numbers of serviceprents were multiplied by estimates
of the average intensity of service receipt, he. average number of home help hours
or district nursing visits per recipient week. Infation on intensity of service receipt
by disability was also obtained from the 2001/2 GIH&r local authority home care,
day care and meals, the GHS data was grossedmptth the Department of Health
data on average hours, sessions or meals per ol

In summary, the numbers of recipierB&RNQ of each servicg)was estimated as:
960

SERNQ= Y pj [,

i=1
wherep; is the probability of a person in celfi=1 to 960) receiving servige(j=1 to 9)
andn; is the number of older people in dell

Assessment and care management

The number of assessments and the number of clietgs/ing care management are
also included in the model. There were around IDassessments of older people in
2002/3, according to Department of Health RAP dake number of assessments is
assumed to rise in line with the projected numbkedisabled older people. All
recipients of local authority funded residentiahydor home care are assumed to
receive care management. This means that the nuofbelients receiving care
management is assumed to rise in line with theepted number of recipients of these
services.

Disability benefits

The model includes both Attendance Allowance (AA)daDisability Living
Allowance (DLA) (care and mobility components). Repnent for Work and
Pensions (DWP) data on receipt of disability beeefoy age, gender, and rate of
benefit, are used for 2002. The numbers of recipiame expressed as age- and
gender-specific rates through division by a weightem of the numbers of older
people in each disability group. The weightingnsluded to reflect the finding that
level of disability is positively associated witleceipt of disability benefits. The
weights are derived from the relative proportioh®lder people reporting receipt of
disability benefits in the 2001/2 GHS.

Differences in eligibility for disability benefitbetween residential and home care
meant that the total number of recipients of AAdezkto be divided between those in
care homes and those in private households. It agasmed that around 70% of
privately funded care home residents receive AAthenbasis of a PSSRU survey of
privately funded care home admissions (Netten e@D2) and that a negligible
proportion of publicly funded residents receive Agince disability benefits cease
after 4 weeks of public funding. The percentagepofate household residents
receiving AA was estimated, by dividing the numlaérAA recipients excluding
those in care homes by the number of individuaés &g and over residing in private
households.

This rate was compared to the rate of receipt ofiddhe GHS 2001, to produce a
scaling factor needed to scale up the number ofddipients in the GHS 2001 to be



consistent with the DWP data. The scaled GHS das then used to estimate the
proportion of older people receiving AA by disatyilgroup.

Proj ected aggr egate expenditure on long-term care services

The third part of the model projects total expemdit on the formal services
demanded, applying unit costs of formal care touvbleme of services projected in
the second part of the model. For independent seai® homes, the unit costs are
from the Laing & Buisson market survey for 2004 iflga & Buisson, 2004). An
assumption is incorporated, based broadly on L&ilByisson findings, that privately
funded residents meet higher fees than local aitigtrFor other services, unit costs
are from the report, PSSRU Unit Costs of Health &i&8l Care 2004 (Curtis and
Netten, 2004). All unit costs are deflated to 2@Q@fces, using Department of Health
service specific deflators.

An assessment is assumed to cost £250 and careyemasiat to cost £600 per client
year. Although these are estimates, total experaiton assessment and care
management calculated using these estimates matéfi@al PSS EX1 expenditure
data for expenditure on assessment and care maeag@m2002/3 (Department of
Health, 2004b).

In summary, the model estimates total expenditarong-term carek,), for each year
(), as the sum across all formal health and soeralces consideredl(j = 1 to 9) of the
following: projected number of service recipieiisyeart (sernq) multiplied by the
intensity of service receipt in terms of hourstgiger weekift) and multiplied by the
unit cost of care inflated to the year to which pingjection year relates;). This can be
shown as:

9
E: = Zsernqx Oint; [G;

=1

Projected breakdown of expenditure between funders

The fourth part of the model breaks down proje@gdregate expenditure on services
by source of funding: NHS, social services andiserusers. The costs of the health
services included are assigned to the NHS. Thes adssocial services are divided
between personal social services and service u8srthere are no national data on the
guantities of privately funded care, the projectiofor privately funded care,
especially on non-residential care, need to beddeaith caution as it is not possible
to verify that all privately funded care is capulitey the model.

Residents of residential care and nursing homesdaneled into privately and
publicly funded residents. The breakdown for 200Based on Department of Health
data for nursing homes, Laing & Buisson data (La&gBuisson, 2004) for
independent sector residential care homes and RSSRU survey data (Nettehal,
1998) for local authority homes. The proportiorvately funded is assumed to rise in
line with the proportion of care home residents winere owner occupiers living

10



alone prior to admission. Privately funded residegre assumed to meet their care
home fees from their own funds (including disapilienefits), except that the NHS
meets nursing costs in nursing homes.

Expenditure on local authority funded residenteiec home care, day care and meals
is divided between local authority social servicesd users on the basis of
Department of Health data (Department of Healtl§4®) on the proportion of gross
costs of social services met by user charges. Toyoption of costs met by users is
held constant for future years. The full costs alvately funded residential and
nursing home care and private domestic care, gandggortion of the costs of all other
social services, are thus assigned to users.

Estimated net and gross expenditure on local atgfanded services plus expenditure
on assessment and care management is grossed db loedl authority PSS EX1

expenditure data for 2002/3 (Department of He&@00Q4b). Estimated expenditure on
NHS community services is grossed to match an astimierived from the Department
of Health programme budget. The grossing factaishated for 2002/3 are applied to
all projection years to 2041.

Expenditure on disability benefits is estimatedasately, by multiplying the numbers
of recipients by the weekly average amounts. Preje@xpenditure on disability
benefits can be added to projected public expereddn services to produce projected
public expenditure on services and cash benefitarnot, however, be added to total
expenditure. That would involve double-countingcsiran (unknown) proportion of
disability benefit expenditure is used to purchasevices privately or meet user
charges for local authority services

Social careworkforce

A fifth part of the model has recently been addechakes projections of the numbers
of social care (but not NHS) staff required to pdevthe projected volume of social

services, for different groups of social care stBépartment of Health estimates on
whole-time equivalent staff numbers by categorgtaff and service have been used
for 2002. For care staff, it is assumed that thie i@ staff to clients remains constant
to 2041. For administrative and managerial stafis essumed that the ratio of such
staff to care staff remains constant over the ptme years.

3. Base case assumptions and pr oj ections

The PSSRU model produces projections on the bdsspeaxific assumptions about
future trends in the key drivers of demand for kb@gn care. The main assumptions
used in the base case of the model are summarnskdxi 3 below. The base case
projections take account of expected changes torfa@xogenous to long-term care
policy, such as demographic trends. The base magections hold constant factors
endogenous to long-term care policy, such as patier care and the funding system.
The base case is used as a point of comparison tveeassumptions of the model are
subsequently varied in alternative scenarios.

11



The GAD 2004-based principal population projectidons England project that
between 2002 and 2041 the numbers of people aged @zer will rise by 80%. The
numbers of those aged 85 or more are projectetseofaster during this period, by
190%, from more than 950,000 to around 2,770,000chVof this increase is a result
of a projected rise in male life expectancy. Betw2602 and 2041, the numbers of
men aged 85 or more are projected to rise by 32Z%¥bpared to a 135% rise in the
number of women in that age group.

Under the base case assumptions, the numbersaifletisolder people, defined as
those unable to perform at least one IADL or hayrngplems with at least one ADL,

would grow by 100% between 2002 and 2041, from @830 to 4,640,000. The

number of older people with moderate or severebdisg that is needing help with 1

or more ADL tasks, would increase by 105% from 880,to 1,190,000.

Box 3
KEY ASSUMPTIONS OF THE BASE CASE OF THE PSSRU MADE

* The number of people by age and gender changesennith the Government
Actuary’s Department 2004-based population propesti GAD, 2005).

L

* Marital status changes in line with GAD 2003-basethrital status an
cohabitation projections (ONS, 2005): as theseeggtmns run to 2032, the 2031
marital status rates are applied to 2041.

» There is a constant ratio of single people livilgna to single people living wit
their children or with others and of married peolteng with partner only tq
married people living with partner and others.

=)

* Prevalence rates of disability by age and gendeaie unchanged, as reported
the 2001/2 General Household Survey (GHS) for GBeiddin.

n

* Home-ownership rates, as reported in the 2001/2lFF&esources Survey (FRS
change in line with projections produced by thevdrsity of Essex (Hancock
2005).

N

N

* The proportions of older people receiving informeale, formal community cane
services, residential care services and disatbktyefits remain constant for each
sub-group by age, disability and other needs-relebaracteristics.

» Health and social care unit costs rise by 2% per ye real terms (but nor
revenue staff costs remain constant in real terRe@al Gross Domestic Prodyct
rises in line with HM Treasury assumptions (HM &y, 2005).

« The supply of formal care will adjust to match denffaand demand will be np
more constrained by supply in the future than enlibse year.

! The model effectively assumes that the assumédisean care costs will be sufficient to ensunatt
supply will rise to meet projected demand.
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The numbers of disabled older people in househoddsiving informal care are

projected to increase by 95%, from approximatel¥ rillion in 2002 to over 3.3

million in 2041. The numbers of disabled older mleaeceiving care from a spouse
or partner are projected to increase faster thanntimbers receiving care from a
child, under base case assumptions.

The numbers of users of non-residential formalises/would need to rise by 95%,
from 1.5 million to just under 3.0 million, to keggace with demographic pressures;
and the numbers of older people in institutions Maweed to rise by 114%, from

340,000 to nearly 730,000.

Projected long-term care expenditure would gronvBB$%, from £13 billion in 2002
to over £55 billion in 2041 (figure 1). If Gross Destic Product rose in line with HM
Treasury assumption®ng-term care expenditure would grow from 1.438@0OP in
2002 to 2.63% in 2041. Table 1 shows these bagepragections in greater detail.

Figure 1: Projected expenditure (Em) by source urfding, England, 2002-2041,
under base case assumptions.
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Source: PSSRU model
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Table 1: Projected numbers of older people (thalsarservice recipients (thousands)

and expenditure (£ billion) under base case assongp?002 to 2041

2002 2012 2022 2031 2041 % growth
2002 to
2041
Numbers of older people (aged 65 7,890 9,040 10,790 12,790 14,160 80%
or more)
Number s of people aged 85 or 960 1,220 1,58( 2,140 2,770 190%
mor e
Number s of older people with 2,340 2,670 3,27 3,990 4,640 100%
some disability
Number of older people severely 580 670 830 1,020 1,190 105P0
disabled
Number s of disabled older people 1,710 1,950 2,38 2,900 3,340 95%
with informal care (in households)
Number s of disabled older people 640 740 900 1,180 1,340 110po
with informal carefrom
spouse/partner (in households)
Numbers of disabled older people 670 750 920 1,050 1,230 830
with informal care from (adult)
child (in households)
Number s of users of local 340 380 470 58( 680 100%
authority home help services
Number s of users of community 430 490 600 76( 890 110%
nursing services
Number s of usersof private 820 960 1,180 1,420 1,630 100%
domestic help
Number s of users of any non- 1,520 1,730 2,130 2,550 2,960 95%
residential service’
Number s of peoplein residential 200 230 280 36( 440 115%
care homes
Number s of peoplein nursing 120 140 170 22( 260 115%
homes
Number s of peoplein institutions 340 390 480 60( 730 115%
Public long-term car e expenditure 8.2 10.9 15.9 23.% 33.7 310%
(£ billion)
Private® long-term care 4.8 6.9 10.4 15.1 21.8 350%
expenditure (£ billion)
Total long-term car e expenditure 13.0 17.8 26.4 38.6 55.6 325p6
(E billion)
Total long-term care expenditure 1.4% 1.5% 1.89 2.2% 2.6% 9006
asa % of GDP T

Source: PSSRU model

2 Local authority home care, district nursing, daptce care, meals or private domestic help

% Includes user fees for local authority arrangediises and out-of-pocket payments for privately

purchased services.
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4. Sensitivity analysis: the effect of changesin the key assumptions

This section investigates the sensitivity of thejgctions to changes in the base case
assumptions, in particular to changes in the assang about life expectancy,
disability rates, availability of informal care,tgerns of formal care and the unit costs
of care. Table 2 (at the end) summarises the grofex obtained under different
assumptions.

Assumptions about increasesin life expectancy

Mortality rates in old age are the key factor diffeg the projected number of older
people (Murphy, 1995). The base case of this ver©d the model uses the
Government Actuary’'s Department (GAD) 2004-basednggral population
projection (GAD, 2005). A number of variants hdeen tested to assess the effects
of differing increases in life expectancy and heddéring increases in the future
numbers of older people.

The GAD 2004 principal population projections assttimat, between 2002 and 2041,
male life expectancy will rise from 76.2 to 82.7ay®and female life expectancy from
80.8 to 86.2 years (GAD, 2005). The GAD producghéi and lower life expectancy

variants to their population projections. The hiigl expectancy projection assumes
that life expectancy would rise from 76.2 in 200286.9 in 2041 for men and from

80.8 in 2002 to 88.6 in 2041 for women. The loi@ Bxpectancy projection assumes
a more moderate rise to 79.5 years for men an@.®f8r women in 2041.

Results

Under the base case the future numbers of oldgr@eoe projected to grow from 7.9
million in 2002 to 14.2 million in 2041, a 80% imase. Long-term care expenditure
would grow by 326% between 2002 and 2041 on base @&ssumptions.

Using the GAD low life expectancy variant long-tegare expenditure in England
would rise by 275% between 2002 and 2041, compar880% using the GAD high
life expectancy variant. As a percentage of GDE GIAD low life expectancy variant
projects long-term care expenditure to increasmflo4% in 2002 to 2.4% in 2041.
The GAD high expectancy variant projects expenditorbe just under 3.0% of GDP
in 2041.

A third variant assumption allows the numbers ajfgde aged 85 and over to rise by 1
per cent per year faster than the GAD 2004-basejegiions to 2041. This

assumption has been chosen because it correspougsly to the extent of past
under-estimation of the numbers of very elderlygdedShaw, 1994). It is debatable
whether the most recent projections, based on agethapproach, will prove to be
under-estimates. The variant is included, howeusrcause the assumptions
underlying the GAD high and low variants produagamge in life expectancy at birth

which is somewhat narrow compared with variantsdpoed by other organisations
(personal correspondence with GAD). Moreover, a&s gloportion of older people

receiving services rises sharply with age, the rhpdgections are most sensitive to
assumptions about the numbers of very elderly meopl
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Under this assumption, expenditure on long-terne &aprojected to increase to 3.3%
of GDP in 2041 as compared to 2.6% under the base. dhese findings, illustrated

in figure 2, indicate the sensitivity of long-texrare projections to assumptions about
future increases in life expectancy.

Figure 2: Projected expenditure as a % of GDP, &bl 2041, under alternative
assumptions about changes in life expectancy

3.50%

3.00%
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2.00% -
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Base case Low life expectancy High life expectancy 85+ 1% above GAD
projections

Source: PSSRU model

Assumptions about trendsin functional disability

There are different views about whether age-sedifability rates can be expected to
rise, fall or remain broadly constant in the fut(@®ne et al 1995 and Dunnell 1995).
Constant age-specific disability rates may be @gghas a neutral assumption and this is
our base case. Yet, if age-specific disabilitygamain constant while life expectancy
rises, the number of years with disability willeias well as the number of years without
disability. A less pessimistic assumption for fetdisability would be to assume that, as
life expectancy rises, the number of years witlttigdbility rise by the same amount and
the number of years with disability remains conistAn assumption on these lines was
developed by Wiener et al. (1994). This assump(referred to as the ‘Brookings
assumption’) involves moving the age-specific digglrate upward by one year for
each one year increase in life expectancy. ThebigeBrookings’ scenario assumes
that, for one-year increases in life expectancgallity rates would shift to people two
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years older. The ‘half-Brookings’ scenario assuthes, for one-year increases in life
expectancy, disability rates would shift to pedpl a year older.

Results

Table 2 presents the impact of three alternatisragtions about trends in age-
specific disability rates: the ‘Brookings’, ‘halfrBokings’ and ‘double-Brookings’
scenarios. It shows that the numbers of disablddrgieople would increase by 50%
under the Brookings assumption, by 75% under thieBraokings assumption, and
by 5% under the double-Brookings assumption, agpened to increasing by 100% if
rates remained constant as in the base case. Desm@nditure is projected to
increase by 210% between 2002 and 2041 under thakBigs assumption, by 265%
under the half-Brookings assumption and by 90% uritie double-Brookings
assumption, compared to 325% with constant digghiates. As a percentage of
GDP, long-term care expenditure is projected toease by 2041 to 1.9% of GPD
under the Brookings scenario, 2.3% of GDP underhidgdéBrookings scenario and
1.2% of GDP under the double-Brookings scenariaG;amspared with 2.6% of GDP
under the base case.

These findings, illustrated in figure 3, show tpabjections of demand for long-term
care are highly sensitive to assumptions aboutdsrein disability rates. Falling
disability rates would off-set part of the impaétlae rise in numbers of older people.
If falling mortality rates are accompanied by fadji disability rates, the impact of
demographic pressures on demand for long-termveandd be mitigated.

Figure 3: Projected expenditure as a % of GDP, &gl 2041, under alternative
assumptions about disability trends
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Source: PSSRU model
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Assumptions about availability of informal care

The PSSRU model is a model @émandfor long-term care and the informal care
projections are essentially projections of the nemabof older people who would
receive informal care if current patterns of caenained the same. In effect, the
model projects ‘demand’ for informal care. With aedj to thesupply of informal
care, the model includes a key aspect of supplthanthe marital status projections
provide information on the numbers of older people are likely to have a spouse
or partner in the future. With regard to other asp®f the supply of informal care,
these are explored by varying the assumptions insiné model.

The marital status projections used in the modewsla marked increase in the
numbers of married/cohabiting older people overcii@ing decades and the PSSRU
model, in turn projects that there is likely todsubstantial increase in ‘spouse care’
in future years. The numbers of disabled older emxreiving care from a spouse or
partner are projected to more than double by 204blé 1). Although not projected
to increase as fast as married/cohabiting peop&entumbers of single older people
are also projected to rise. Single disabled ol@apje rely particularly on their adult
children for care, and the model projects that &grehildren will need to rise by over
80% by 2041, if the proportion of disabled oldepple (by age and marital status)
receiving care from their children is to remain #ane as today (Table 1). It is not
clear, however, that the supply of informal careolofer people will rise to meet this
demand. Indeed, there is concern that informal nag decline in future, as a result
of such factors as women’s rising participationtle labour market. The future
supply of informal care has been examined hereutirestylised scenarios allowing
for a decline in receipt of informal care by disabblder people, which are described
below.

1% decline in the proportion of disabled older pleogeceiving informal care

Two new scenarios have been developed to test éhsitizity of the model to
changes in assumptions about the availability édrmal care for disabled older
people. These are similar to scenarios developgadmof the European Commission
financed study described at the beginning of tligep (Comas-Herrerat al, 2006).
The first scenario allows for an annual 1% deciméhe proportion of disabled older
people receiving informal care, accompanied by alesbincrease in community-
based services. The second scenario allows fonamaha 1% decline in the proportion
of moderately/severely disabfedlder people receiving informal care, accompanied
by an increase in residential care.

Results

The impact of the first scenario, in which thera i$% annual decline in the proportion

of disabled older people receiving informal carecagpanied by a modest increase in
community-based services, is relatively small. l-temgn care expenditure would rise by

340% between 2002 and 2041, compared to 325% timeldrase case. As a percentage
of GDP, under this scenario, long-term care experelivould rise to 2.7% as compared

to 2.6% under the base case.

* Moderate/severe disability is defined as an irightib perform one or more ADLs without help.
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The impact of the second scenario is, however tgreaven though the reduction in
numbers receiving informal care is lower. The sdcsnenario assumes the same
proportionate decline in receipt of informal casx pnnum as the first scenario, but the
reduction applies only to disabled older peoplehwat moderate/severe disability.
Nevertheless, the impact on long-term care expemddf the second scenario is greater
because it is assumed that those no longer regemwiformal care would enter
residential care. Under this scenario, there wdoddover a million older people in
institutions in 2041, compared to approximately,?80 under the base case. Long-term
care expenditure would grow by 400% between 20@R 2011 under this scenario,
compared to 325% under the base case. Long-terenesgenditure would represent
3.1% of GDP in 2041, compared to 2.6% under the base.

These projections suggest that a decline in thigadigty of informal care could have
a substantial impact on future expenditure on ltargy care. Much depends on the
size of the decline in informal care and the extenwhich informal care is substituted
by residential care or by moderate packages of hcane. Figure 4 illustrates the
impact of these informal care scenarios on profetdag-term care expenditure as a
percentage of GDP.

Figure 4: Projected expenditure as a % of GDP, &l 2041, assuming a 1%
decline in the proportion of disabled older peagleeiving informal care.
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Assumptions about future patternsof care

The model can also be used as to explore the ingragirojected long-term care
expenditure of changes in the patterns of servi€as. assumptions explored here
assume a shift in the balance of care from ingbitad to domiciliary care, a change in
eligibility criteria for home care and an increaseaupport for informal carers.

Shift in the balance of care

The first assumption investigated replicates tiseiaptions used in the National Beds
Inquiry (NBI) for England. The NBI assumed that thenber of people in residential
and nursing homes would rise in line with demogragitessures but that by 2019
there would be a shift of between 5% and 15% tcnesidential care (Department of
Health, 2000). The assumption considered here asstimt the projected numbers in
residential and nursing care in 2031 would be 10#el than under the base case. An
equivalent number of people have been added tpribjected number of home care
recipients. Also, a number equivalent to a 10% c¢&do in nursing home residents
has been added to the projected number of commumitging recipients. The
expenditure implications of our scenario of the NMBsumptions would depend on the
intensity of home care received by those divertethfresidential and nursing homes.
As a result, expenditure implications are not eated for this scenario.

Entitlement to long-term care services

The next scenario was developed in the contexteoEuropean study of long-term care
expenditure (Pickard et al, 2006). It investigditespotential impact of the provision of a
national entitlement to formal care for all oldeople with moderate to severe disability
(inability to perform one or more ADLs without hglindependently of whether or not
they receive informal care. The scenario is a padgtion based on the German long-
term care insurance scheme, which embodies theigearof an entitlement to long-term
care benefits based on uniform national criterfee $cenario models this key principle
of the German system in England, with respect toéhoare serviceslt is assumed that
all people with moderate disability (inability t@gorm 1 ADL without help) would
receive the average number of hours of home camverd by formal care recipients
living in the community (10 hours per week), whileose with severe disability
(inability to perform 2 or more ADLs without helpjould receive 15 hours per week
of free home care. The scenario assumes one humpeémeent take-up, that is, it
assumes that these packages replace any mearnbkiteste care and private home
care received by older people in these two groups.

Increasing support for carers

The results of the PSSRU model, using the GAD mdastatus and cohabitation
projections, presented earlier in this paper, ssighat there is likely to be an increase in
spouse carers of disabled older people in thedyfickardet al 2000). Many spouse
carers are themselves elderly, many are in poolthhemd, as carers, many are
themselves in need of support from formal servicés increase in spouse carers,
therefore, raises issues about the need for suppmortarers. Current policies, in
particular the National Strategy for Carers (199@) principles of which were recently

® In the German case the level of disability reculite be entitled to care is more severe than thel le
of one or more ADLSs used in this scenario. Seeefkample, Rothgang (2003).
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endorsed (Department of Health 2006), are intetidadcrease the amount of service
support received by carers. A scenario has, therdbeen developed which looks at the
implications of increasing support for carers. Beenario focuses on providing more
support to the most heavily burdened carers. Tihese been identified as carers
providing personal care to older people livinghe same household (Parker 1992). The
scenario looks at the implications of increasingabdiary services to older people with
substantial disability needs (those unable to perfvo or more ADLs without help)
who share a household with others.

The way in which support to carers is increasethescenario is by looking at the
consequences if services were to become more -bérgf' in the future. The term
‘carer-blind” was originally used by Twigg and Atkin 1994 to describe a policy
which involved “treating a disabled person withaaer in exactly the same way as a
disabled person without” (Twigg and Atkin 1994: 150The scenario explores the
implications of making services more ‘carer-blingy allowing those living with
others to receive the same level of domiciliarywees as those living alone. The
probability of receipt of each domiciliary servieenong the most disabled older
people living with others rises linearly under tlsisenario to match by 2041 the
probability for those living alone.

Results

Under the NBI-style assumption about a change énbiddance between institutional
and domiciliary care, the number of recipients ofnle care is projected to increase to
over 740,000 as compared to approximately 680,0@@uthe base case. This would
represent an 120% increase in home care recighenigeen 2041 and 2002 as against
100% under the base case. The number of older @eeptiving community nursing
is projected to increase to 920,000 in 2041, aresse of 115% from 2002. Under the
base case, approximately 890,000 older people wadeive community nursing in
2041.

Because the NBI-style assumption envisages a shithe balance of care from

residential to non-residential care, the projeatei@ of increase of the number of
older people in institutions under these assumptiwould be lower than observed in
the base case. The NBI-style assumption proje@&%a increase in the total number
of older people in residential care between 2002 20M1, as compared to a 115%
increase estimated under the base case.

Introducing a national entitlement to an averagekpge of home care for all older
people who have problems with at least one ADL wdgnefit more than 800,000

moderately/severely disabled older people in Ergjian2041. This figure represents
the projected additional number of disabled oldeogle who would receive home
care in 2041, compared to the numbers projecteddeive home care if the present
long-term care arrangements remained unchangednftement to home care of the
type described here would have a considerable immpagrojected long-term care

expenditure. Long-term care expenditure in Englamiild need to rise by 430%

between 2002 and 2041, compared to 325% underathe case. Overall expenditure
on long-term care would represent around 3.3% oP@D2041 under this scenario,
compared with 2.6% under the base case.
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Under the ‘carer-blind’ scenario, there would bane 770,000 recipients of home
help services in 2041, compared to 680,000 unaebése case. Expenditure on long-
term care would rise by 340% under the ‘carer blswknario between 2002 and
2041, compared to 325% under the base case. Oeg@dhditure on long-term care
would represent around 2.7% of GDP in 2041 under ‘tdarer-blind’ scenario,
compared with 2.6% under the base case (Table #igure 5).

Figure 5: Projected expenditure as a % of GDP, &gl 2041, under alternative
assumptions about patterns of care.
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Assumptions about unit costs and economic growth

Previous reports have highlighted the sensitivitjuture long-term care expenditure
to relatively small changes in the future unit sasft long term care (Wittenberg et al,
1998, 2001 and 2002). The base case of the mosi@nas that the real unit costs of
care, such as the cost of an hour's home care riaélby 2% per year, in line with

HM Treasury’s assumption for average earnings. &Sfsmestic Product (GDP) is

also assumed to rise in line with the H M Treassiassumption, which is also 2% per
year in real terms over the long-term.

The key driver of rises in the unit costs of caserises in the earnings of staff

providing long-term care. Home care and day cageckzarly highly labour-intensive.
Residential care is also labour intensive, withf stasts accounting for the majority
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of overall costs. For example, data from a UK ststipws that, in public sector
homes, staff costs accounted for 85% of the tatdlaost (Netten et al., 1998). This
suggests that it would be plausible to assumeth®ateal unit costs of care will rise
broadly in line with average earnings of care staff perhaps by somewhat less
allowing for non-staff costs (Wittenberg and Conibesrera, 2003).

Two additional scenarios are examined here. Tis¢ dissumes that there will be a

0.5% greater increase in unit costs than is maodi@liehe base case, that is, unit costs
would rise by 2.5% per year in real terms. The sda@ssumes that unit costs will rise

by 1.5% per year in real terms, 0.5% less thanbtmee case. Modelling moderate

increases and decreases in unit costs around sikechae demonstrates the sensitivity
of the model to changes in this variable over time.

Results

Under the assumption that unit costs rise by 218%g-term care expenditure would
rise by 413% between 2002 and 2041, to nearly #i6@ compared to £56 billion
under the base case. Overall long-term care expegadwould represent 3.2% of
GDP in 2041 under this variant assumption, comp&we?.6% under the base case
(figure 6). Were unit costs to rise by 1.5%, lorgat expenditure would rise by 256%
to £46 billion in 2041. This would represent 2.2%GDP in 2041. These variants
illustrate how sensitive projections of long-terare expenditure are to assumptions
about rises in the real unit costs of care.

Figure 6: Projected expenditure as a % of GDP, &bl 2041, under alternative
assumptions about future trends in the real urstscof care
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Table 2: Summary of sensitivity analysis

This table presents in summary form the projectmnisined varying in turn some of
the key base case assumptions. The figures relateetprojected numbers of older
people, disabled older people and service recipiéntthousands) and to projected
expenditure (in billions of pounds and % of GDPheTfigures in brackets are the
projected percentage increase between 2002 and 2@ are left empty where the
projections are the same as the base case.

2002 estimates

Base case proj ection
for 2041

Low life expectancy
population projection
High life expectancy
population projection
85+ group grow 1%
faster than base case

Brookings
compression of

mor bidity assumption
Half-Brookings
assumption
Double-Brookings
assumption

1% padeclinein
informal care: shift to
home care

1% padeclinein
informal care: shift to
residential care

National Beds Inquiry
Carer blind
Entitlement to care
2.5%parisein unit
costs

1.5%parisein unit
costs

Projected
numbers of
older
people

7,890

14,160
(80%)

13,360
(70%)
15,190
(95%)

15,430
(95%)

Projected Projected Projected
numbers number of number s of
with recipients peoplein
disability of home institutional
care care
2,340 34( 34
4,640 680 730
(100%) (100%) (145%)
L ife expectancy assumptions
4,260 620 640
(80%) (85%) (90%)
5,130 760 830
(120%) (125%) (145%)
5,430 820 940
(130%) (140%) (175%)
Disability assumptions
3,530 560 460
(50%) (65%) (35%)
4,070 620 600
(75%) (80%) (75%)
2,450 440 190
(5%) (30%) (-45%)
Informal care assumptions
720
(115%)
590 1,070
(75%) (215%)
Patter ns of care assumptions
740 660
(120%) (95%)
770
(130%)
1,500
(345%)

Unit costs assumptions

Projected
total
expenditure
(Ebillion)

13

55.6
(325%)

50.0
(285%)
62.8
(380%)

69.0
(430%)

40.2
(210%)
47.9
(270%)

24.8
(90%)

57.3
(340%)

65.1
(400%)

Not

estimated

57.6
(340%)
68.8
(430%)

66.9
(415%)

46.3
(255%)

Projected
total
expenditure
(% of GDP)
0 1

2.6

2.4
3.0

3.3

1.9
2.3

1.2

2.7

3.1

Not
estimated
2.7

3.3

3.2

2.2

Source: PSSRU model
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5. Findings and futur e developments of the model

BOX 4

MAIN FINDINGS

* The numbers of disabled older people in Englandprogected to grow from
around 2.3 million in 2002 to around 4.6 million 2041, an increase of 100%.

o

 To keep pace with demographic pressures over thethity years, residentia
and nursing home places would need to expand hyndr215% and numbers pf
hours of home care by around 100%, assuming unekagigability rates.

* Long-term care expenditure would need to rise umad 325% in real terms
between 2002 and 2041 to meet demographic presandeallow for real rises i
care costs of 2% per year for health and socia&.car

=

D

* Long-term care expenditure would need to increesm f1.43% of GDP in 200
to 2.63% of GDP in 2041 to meet demographic presswassuming GDP rises|in
line with HM Treasury assumptions.

* Future long-term care demand is sensitive to th@epted numbers of older
people: under variant GAD population projectionsjgected expenditure would bhe
around 0.3% of GDP above or below the base cagegtian for 2041.

* Future demand is also sensitive to trends in disalbates: under a compression
of morbidity scenario projected expenditure woulel h90% of GDP in 2041,
compared with 2.63% under constant disability rates

* Future long-term care expenditure is highly sevsito assumed rises in unit costs
of care: under a variant that assumes that thdtdaia 0.5% greater increase|in
unit costs than the HM Treasury assumes will beritbe in average earnings,
projected expenditure would be 3.16% of GDP in 2041

* A decline in the availability of informal care cduhave a substantial impact on
demand for formal services depending on the sizéeftlecline and the extent to
which residential care was required to substitatérfformal care.

* A policy of increasing support to the most heavilydened carers by providing
domiciliary services on a ‘carer-blind’ basis wouébult in projected expenditufe
0.1% of GDP above that estimated for the base case.

* A policy of providing an entitlement to an averggeckage of home care for all
moderately/severely disabled older people woulcebenonsiderable numbers pf
disabled older people but would have substantiabritial consequences.
Expenditure would increase to 3.25% of GDP in 2@41compared to 2.63%
under the base case.
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6. Conclusions

The model produces projections of future long-tevane expenditure based on a
specified set of base case assumptions. This setsoimptions seems plausible but is
clearly not the only possible set. As the sensitivdnalysis demonstrates, the
projections are sensitive to changes in those gssoms. This means that the
projections should not be regarded as forecadtseduture.

The sensitivity analysis shows that projected fitdlemand for long-term care
services for older people is sensitive to assumptiabout future numbers of older
people and about future prevalence rates of dibabilt is also sensitive to
assumptions about the future availability of infatmcare. Projected future
expenditure on long-term care for older peoplelss aensitive to assumptions about
future rises in the real unit costs of serviceshsas the cost of an hour's home care.

The expenditure projections do not constitute ¢it@ tosts of long-term care to society.
That would require inclusion of the costs of a widenge of services to a wider range of
public agencies and service users and the opptyrtomsts of informal care. It should
also be stressed that no allowance has been mag®hehanges in public expectations
about the quality, range or level of care.

Notwithstanding these limitations, the projectidmsve some clear implications for

policy. The key implication is that policy-makersed to plan for uncertainty in future

demand for long-term care for disabled older peodplgure mortality and prevalence

rates and rises in unit care costs, which are taalyi uncertain, have substantial

implications for future demand for long-term carel aassociated expenditure. As there
is no certainty about future trends in these véeglihere is inevitable uncertainty about
future long-term care expenditures, even undeentipolicies and patterns of care.

The model projections show that, unless prevaleates of disability decline, the
numbers of disabled older people requiring longiteare will rise significantly over the
next decades. They also show that, if improvedtinezre or other measures were to
have the effect of reducing disability rates, thizuld at least partially offset expected
demographic pressures from rising numbers of gidaple. The implication is that
there is a need to promote measures that are tikelsduce disability in old age and to
promote healthy ageing.

Families and other informal carers provide muchhef care for disabled older people
living at home. Projections suggest that a dedtirtbe supply of informal care provided

to older people, resulting in increased admissitmgesidential care, could have

considerable financial consequences. This higldighe importance of developing

services to meet the needs of informal carers gdidhve needs of older people in need of
care.

The projections show that substantial rises in &rservices will be required to keep
pace with demographic pressures, even before @yasivh of potentially rising
expectations. The development of non-residentialices, such as home care and day
care, will be especially important. Older peopleegally prefer to remain in their own
homes as long as possible. If this preference lie taecognised, a substantial expansion
of non-residential services will be required.
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The model projects that the proportion of GDP remglito fund long-term care services
will rise significantly over the next decades unbdase case assumptions. This is not to
suggest that there is a looming demographic ‘timedts or crisis of sustainability of
long-term care expenditure. It does suggest, howdvat the promotion of efficiency
will be important to limit to some extent real 85a unit costs, though the scope for this
may be limited. It also suggests that the achiem¢imieimproved cost-effectiveness will
be important, such that better outcomes are adhiéeen long-term care for similar
service inputs.
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