


up during the period by eight per cent. That 
was primarily around things like care and 
nursing costs. They were able to keep things 
like cleaning costs and laundry relatively on 
par with previous years, and they kept admin 
costs relatively on par, because as the steam 
came out of the economy they were able to 
negotiate with their suppliers in those areas a 
little bit more competitively.”

Wage costs, however, continued to rise, and 
rightly so, he says. “It’s because for instance 
they are locked into (enterprise bargaining 
agreements) which dictate five per cent 
increases year on year, again necessarily so, 
but without the ability to control those 
expenses. Your nurses are always busy, always 
in demand, so there is no let up.”

There will be no let up from the GFC 
either, he says. While the newspapers may 
trumpet that Australia avoided the global 
recession and that things are back on track, 
Shonhan thinks this is bunkum.

“The economic crisis is not over and I’m 
happy for you to quote me on that. It’s 
nonsensical. There is a global evaporation of 
debt occurring – look at Greece for example. 
Here in Australia the resource sector is going 
to drive our economy, but it is still at the 
stage where they are negotiating prices and 
projects – it’s another 12 months or two years 
away from working through the economy.

“Also the banks are now looking at the 
optimism that flows onto the newspapers. 
Having acted for a number of their asset 
management sections in recent times, helping 
them with their troubled loans positions, they 
are now saying ‘well, we weren’t going to 
crystallise our losses in a falling market, but 
now that there is some confidence returning 
to general markets, we will now start to move 
on and execute our defaulted positions’.”

Good news
The good news is that there is still access 

to capital, but banks are only lending to good 
projects. The rush of investment money from 
institutional sector noticeable from three 
years ago has all but dried up, as there are 
many other sectors with far higher – and 
faster – returns.

“The banks do need to come to the party as 
well,” Shonhan says. “They need to facilitate 
some sort of intergenerational wealth 
transfer. Rather than the reverse mortgages 
that we saw, some other form of product that 
enables, for instance, the children to pay the 
debts for the parents or the parents to get 
some sort of capital loan against the house, 
which is then paid for by their estate. The 
banks really are the great providers of debt 
and they look for security, and if they can get 
some type of security over the person’s home 
without selling that home, then they’ve got a 

fairly significant role to play in freeing up 
capital.”

Again, that is in the long term. As 
Shonhan points out, we are only 15 years 
into a superannuated society, so while in 20 
or 30 years’ time most people will have 
ability to pay for their own aged care, that 
doesn’t help right now.

There are no easy solutions, however. “We 
need to be mindful that with our elder care 
problem, we are not going to get a 
homogenous fix for it. We are going to have 
a diverse range of offerings. Community care 
is not the saviour – it is part of the fix. 
Residential care only is not the saviour – it is 
just part of it.

“We are already seeing the dissipation of 
low care, and I really see residential aged care 
as being acute care, behavioural-specific, 
transitory or respite, those key areas integrated 
into our communities in different formats.”
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Bed shortage possible
A new aged care funding survey released 
by Deloitte, on behalf of Aged Care 
Association Australia (ACAA), also paints 
a grim portrait.

The Deloitte survey examined 137 
providers, which between them manage 
about 700 facilities or 25 per cent of the 
sector, and found that access to funding 
was the single greatest issue for all 
respondents, a situation Deloitte says is 
not likely to improve in the short term.

“The statistics are relatively bleak in 
terms of growing the capacity of aged care 
in Australia over the next five years,” the 
report found. 

“Three-quarters of the respondents have 
no intention of expanding their operations 
by acquiring pre-existing facilities, and 61 
per cent have no intention of undertaking 
any new construction activity on existing 
facilities or building new facilities.”

Deloitte reports that the ageing 
population is likely to result in most 
facilities focusing almost exclusively on 
catering for high-care residents within 
the next decade. 

“This will require more specialist 
facilities to be built, which in turn means 
that providers need to invest more into 
their operations.

“At present, there is clearly a lack of 
funding and a strong reluctance among 
providers for this to occur. Consequently, 
a shortage of bed supply and in particular, 
high care beds, could occur within  
seven years.”

The report points out that the industry 
acknowledges that alternative funding 
methods need consideration to create 
more incentives for providers to invest, and 
simultaneously to ease the burden on the 
federal government to fund the industry.


