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Executive Summary – Health’s Ageing Crisis: Time For Action

Introduction
The provision of residential care for our ageing population is rapidly
heading for crisis; however this is a situation that can, with the appropriate
action, be avoided.
In light of the serious challenges presented by an ageing population,
Nursing Homes Ireland (NHI) engaged BDO to undertake an independent,
fact-based review of the Irish Nursing Home Sector.
The objective of the study is to help inform current and future national
strategy for aged care provision and to provide guidance as to what may
represent appropriate future policy responses and directions, specifically
with regards to the future role of Ireland’s nursing home sector.

Ireland’s population is ageing with particularly strong growth
in the cohorts of the population whose care needs have been
independently assessed as requiring long-term residential care.

The report aims to identify the measures which must be taken to insure
the sustainability of the sector now and into the future.
The analysis was based on publicly available data and literature and
included primary research, which took the form of extensive engagement
with key stakeholders throughout the nursing home sector, older persons
care and wider health sector.
The report identifies very startling evidence of significant demographic
and population change which is currently taking place, and which Ireland
is ill prepared for.

Aged Population Growth & Split by Age

In Ireland, the population of those aged 65 years and older has
been increasing at a faster rate than that of our EU neighbours.
As a result, Ireland is now exhibiting similar demographic
trends to those prevalent in other European countries.
–– As a standard and accepted international sector benchmark,
healthcare planners plan on the basis that 4.5% of the population
aged 65+ will have a requirement for long-term residential care. This
cohort alone, in Ireland, is due to increase by 38% by 2021. However,
a new and emerging trend in Ireland’s demographic profile is the
substantial increase that is taking place in our population over 85
years. This group is forecast to increase by 46% in the same period.
–– The levels of frailty and complexity of the medical needs for those
of that age increases, prompting a greater and often essential need
for residential care. The current figures for Ireland indicate that
approximately 22% of our over 85’s require long-term care.
–– The evidence is clear. The need for nursing home care increases within
the older age cohorts. Current research also demonstrates that the
demand for long-term residential care doubles for those aged 85+
when compared to those in the 80-84 age group.
–– While recognising the financial and budgetary constraints and
policy objectives set by the Department of Health and HSE, the
demographic evidence cannot be ignored. The demand for long-term
care, for those who need it most, is dramatically increasing in Ireland.
This will inevitably place greater demands on Irish nursing homes
and increased pressure across the wider healthcare sector, adding to
delays accessing the acute sector and overcrowding in A&E.
–– Compounding matters, the Government’s short term approach of
diverting essential nursing home funding, due to current financial
considerations, will if continued to be implemented, be at the
expense of a much higher social and economic cost in future years.

Between now and 2021 the number of people aged
65+ will increase by 38%, while those aged 85+ will
increase by 46%.
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Bed capacity within the nursing home sector is no longer keeping
pace with increasing demand for long-term residential care
While significant growth will continue to take place in the demand for
long-term residential care, the rate of new nursing home beds coming into
the market has slowed significantly in recent years.
Ireland has, relative to many of our European counterparts, one of the
lowest numbers of long-term beds per 1,000 of the population. But
economic and funding constraints have in recent years been compounding
this deficit.
–– Between 2009 and 2012, approximately 339 new nursing home
beds per annum entered the Irish market. This compares to annual
increases of approximately 1,000 per annum in the years prior to this.
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–– In addition, nursing home capacity provided by the voluntary and
public sector is in decline and will, in the absence of significant capital
investment, contract significantly. Without this essential capital
investment, the HSE estimate that up to 90% of existing long-stay
public beds will not meet HIQA standards for physical environment
by the 2015 deadline.
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–– This standard requires nursing homes to move from providing multioccupancy wards with shared toilets to single and double rooms with
en-suites.
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–– The HSE has a stated policy objective of providing 20% of all longstay beds in the sector. According to its own estimates it will require
Exchequer funding of approximately €850m to ensure the delivery of
this policy.
–– The implications are clear, while the demand curve moves rapidly
upwards the gap to the supply curve is widening with the inevitable
consequence that people in need of residential care (due to their
dependency and who can no longer be cared for at home) will be
forced to remain in or seek care within an acute hospital setting.
–– This in turn will adversely impact on the ability of our entire
population to access acute hospital care as an increasing number of
beds within the acute sector will be occupied by a significant number
of people who could more appropriately be cared for in long-term
residential care.
–– This chain reaction in our health care provision cannot be ignored,
and its significant economic costs alone will place substantial
additional knock-on pressure on already extremely stretched
resources.
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home beds per annum entered the Irish market.
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Demand for nursing home beds is now exceeding
supply in parts of the country. The gap between
supply and demand is rapidly widening
The demographic evidence is compelling and points to significant
increases in the need for nursing home care now and into the future.
–– Analysis conducted as part of this study, demonstrates that there will
be a shortfall in the number of nursing home beds of approximately
8,000 beds, the equivalent of approximately 100 new nursing homes,
by 2021.
–– Gaps in the provision of long term residential beds, particularly in key
urban centres, have already been identified within the HSE’s 2013
Service Plan.
–– Unless the government/Health Service Executive (HSE) engage
constructively with the sector and the people who can deliver more
capacity, and take a strategic approach with regards to the issues of
funding and future planning, the required bed numbers will not be
there to meet future demand.
–– The urgency of this situation cannot be understated. The typical
development timeline from new project concept to opening is three
years minimum so as each month passes the challenges facing the
sector increase.
–– The level of private sector investment now required to provide the
number of new nursing home beds urgently sought by our ageing
population will not happen unless greater clarity is provided in
relation to the long term funding and financing of nursing home care.
The State as a monopolistic buyer of services in the sector has a
fundamental role in establishing clear and sustainable policies which
can provide greater certainty for funders and operators alike.

The vital role played by Ireland’s nursing home sector
The nursing home sector provides long term residential care for over
27,000 people (public, private and voluntary beds).
It is estimated by NHI, that approximately 22,000 people are directly
employed by the private and voluntary nursing home sector, contributing
over €170m annually to the Exchequer through direct taxation paid.
Nursing homes provide a more appropriate and affordable alternative for
individuals whose specialist care needs would otherwise have to be met in
an acute hospital setting. Significantly the costs of providing this care in an
acute hospital are a multiple of between five and eight times the cost of
providing nursing home care, either publicly or privately.
–– The numbers requiring nursing home care are increasingly driven
by need. This trend is re-enforced by the Fair Deal Scheme, which
ensures that it is only those members of society who have been
independently assessed as having a requirement for residential care,
who are now entering nursing homes.
–– Unlike other elements of older care provision, nursing homes operate
within what is a highly regulated environment. People now entering
nursing homes do so safe in the knowledge of being assured of high
levels of care and safety, irrespective of the provider.
–– The net weekly cost to the Exchequer of private nursing home care
is averaged at c.€750 (excluding the resident’s contribution) per
resident versus a weekly cost of c.€6,000+ in the acute hospital
sector. This means that for every 1,000 of the population who
cannot access nursing home care and therefore must remain in
acute care, the State is incurring a cost of €6m per annum. The
comparable cost of accommodating the very same population in
appropriate private nursing home care is €750,000. The cost savings
and benefits to the Exchequer, on an annualised basis, are enormous,
estimated at €273m.
–– In addition, private and voluntary nursing home operators are
required to deliver their services at rate which is significantly below
the comparative rate in public nursing homes. In terms of value for
money for the State, the question needs to be asked as to why is it
costing the Exchequer between 58% and 103% more on average to
procure public nursing home beds?
–– At an operational level, the direct cost of the Fair Deal is currently
estimated to be in the region of €974m per annum. Based on our
estimates and future population projections, we have estimated that
the annual cost of funding the Fair Deal will exceed €1.2bn by 2021.
This is based on current values and before inflation.
–– Diverting money from the Fair Deal to support home care packages (a
sector that remains unregulated) and other community facilities, will
only further increase the delays in securing long-term residential care
for those who need it most.
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Significant capital investment in the nursing
home sector is now urgently required
Due to the age and condition of a large number of public nursing homes
and a lack of significant capital investment, the HSE viability plan on
the future of public long-stay residential units clearly demonstrates the
substantial financial investment that is now urgently required to bring
these units up to full compliance with the HIQA “Physical Environment
Standards-25B”. The HSE presentation on the viability plan states that the
viability of public long-stay units is reliant on a number of developments
including the government making a policy decision on the role of the
public sector in residential care and on giving a commitment to maintain
such services.
–– The HSE estimates that it will require investment of €834m to get
the current stock of public beds compliant with HIQA Standard 25
B “physical environment”. In addition, as mentioned earlier, further
investment of €850m will be required if the State is to realise its
objective of providing 20% of the overall nursing home provision.
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€750
€6,000
per week per week
The net weekly cost to the Exchequer of private nursing home care (€750)
per resident versus the costs in the acute hospital sector (€6,000).

Capital Costs

Maintaining 20% provision

The operational figures exclude the capital costs and investment required
to get the current stock of public beds HIQA compliant, and the estimated
cost if the state is to maintain 20% of the overall nursing home provision.

–– Capital investment is not just an issue for the public sector. The
Annual Private Nursing Home Survey 2009/2010 highlighted the
“onerous costs”, “capital costs” and “major structural redesign” that
private and voluntary nursing home operators will face in complying
and meeting HIQA requirements. This expenditure is on-going, but
does not contribute to increasing the number of beds in the system
and may in fact lead to reductions in bed numbers.
–– It is unlikely, given the current state of Exchequer finances, that the
government will be able to meet the capital funding requirements set
out above. At a time of straitened financial circumstances and given
the estimates above, the question that must also be asked is, is this
an appropriate use of scarce public resources?
–– From a capital and operational funding perspective, encouraging and
supporting the private and voluntary sector to develop the nursing
home beds now required to meet current and future older person
care needs represents a more effective use of limited Exchequer
resources.
–– However uncertainty around future funding arrangements and the
sustainability of the Fair Deal continue to temper investor sentiment
and act as barriers to investing in the sector.
–– Government and its agencies must engage constructively with the
sector to address these issues and to ensure that the required bed
numbers are available to meet future demand.
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Policy for the Irish nursing home sector
The lack of a clear and cohesive policy and national strategy for the longterm care of our older population, combined with current uncertainty
around future funding arrangements poses one of the biggest challenges
to the long-term sustainability of the nursing home sector.
In light of current dramatic demographic trends, a strategy must be
developed which sets out how future demand for nursing home care in
Ireland is to be met and where and how Ireland’s elderly population will be
cared for.
–– A clearly defined role, for the nursing home sector, in the context
of a new and emerging continuum of care model must form a key
element of future Health Care Strategy.
–– Those charged with formulating and implementing healthcare
policy must engage with the private and voluntary nursing home
sector to address or remove the barriers currently associated with
funding nursing home projects.

A sustainable and viable nursing home sector requires
changes to current funding and financing arrangements
The current and future arrangements for the funding and financing of
nursing home care must take account of the more acute needs of our
ageing population and the actual costs incurred by nursing homes in
providing patient centered care to all their residents. For example nursing
homes that also care for dementia residents require a variable payment
plan to match the needs of those residents.
–– The National Treatment Purchase Fund (NTPF) enjoys a dominant
position in its negotiations with nursing home operators on the price
to be paid for nursing home care. In the majority of cases, operators
must accept the rate proposed by the NTPF, with little or no room for
real negotiation on the rate.
–– In determining the price with nursing home operators, the NTPF does
not use formal costing models which reflect the nature of the service
provided and the acuity of the resident’s care requirements. Critically,
the cost of capital and return on investment are not considered
by the NTPF in their negotiation of the rate with nursing home
operators.
–– As a result of this uncertainty, many nursing home operators do not
have the financial capacity or indeed business case to provide the
additional nursing home beds now urgently required in the market.
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Inaction is not a policy or solution; the time for action is now

Action Plan

Public health policy objectives are to support older people living in their
own home for as long as possible. However, as evidenced by the Wren/
CARDI report, there will always be a cohort of the population whose care
needs can and should only be met in a long-term residential care setting.
As demonstrated above, this cohort of the population is rapidly growing
in size.

A sustainable and viable nursing home sector has a key role to play in
addressing the challenges of meeting the residential care requirements of
an ageing population, but in order to effectively address these challenges
the following action is now urgently required.

Efforts to redirect vital Exchequer funding away from essential nursing
home care, for short-term financial gain, will be at the expense of much
higher social and economic costs now and into the future.
As highlighted, deficiencies in long-term residential care supply
contribute to delays in discharging patients from acute hospital beds,
and contributing to the situation of over-crowding which is prevalent
throughout Ireland’s accident and emergency departments. This has
serious knock on effects throughout the acute hospital and wider
healthcare sector.

–– Government and its agencies must come together to map out a clear
and cohesive national strategy for the residential care requirements
of our older population. The private and voluntary nursing home
sector has a key role to play in this strategy and offers a real solution
to the challenges of meeting the residential care requirements of an
ageing population. Nursing home operators must be afforded the
opportunity to help shape this strategy.
–– The price negotiated between the NTPF and individual nursing home
operators must take account of the cost of capital and the ability of
operators to generate an appropriate return on their investment.
–– The availability of bank funding is critical to the development of
future nursing home capacity. Uncertainty on future Fair Deal
Rates has been identified by the banks as one of the impediments
to lending to the nursing home sector. A mechanism should be
developed which allows the NTPF to commit and agree a Fair Deal
Rate with nursing home operators who are planning to add new
supply to the market.
–– Operators who are dissatisfied with the rate proposed by the
NTPF should be afforded the opportunity for right of appeal to an
independent third party.
–– The nursing home sector has, in the past, benefited from a directly
targeted tax based incentive scheme to encourage new development.
Careful consideration must now be given to identifying how the
State can support or encourage new investment in nursing homes in
areas where there is clear evidence of strong demand for long-term
residential care. Measures to be considered could include, among
others, changes to the treatment of VAT on the development of new
beds and the extension of the Employment and Investment Incentive
Scheme (EIIS) to the nursing home sector.
–– The role of HIQA in tandem with nursing home operators, in raising
the standards and level of care afforded to residents is widely
acknowledged and welcomed. In the long-run the adoption and
implementation of Standard 25 B “physical environment” will
result in further improvements in the overall experience for nursing
home residents. However, it is clear that many nursing homes,
particularly those in the public sector, will struggle to comply with
the requirements of Standard 25 B before the 2015 deadline. The
potential loss of capacity from the sector as a result of failure to
comply with this standard will have a hugely negative impact on
supply at a time of increasing demand. An extension to the current
deadline is advised.
The time for action is now. These recommendations, set out above, can
and must be implemented as a matter of priority.
NHI has been consistent in its calls to bring all stakeholders together in
a forum to map out the future of nursing home care and implement an
appropriate framework to meet the significant growing requirement for
it. These calls can no longer be ignored.
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