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My points for today…

1.Demographics – good news and challenges

2. Income for the older population

3.Healthcare costs of the older population

4.Care costs for the older population

5. Insurance conundrums

6.A word on digitisation and telecare



1. The demographics – good 

news and challenges



We need to remember…

Our ageing population is one of our great 

achievements!
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The UK is not alone – 60+ population 2015

Source: WHO World Report 

on Ageing and Health, 2015
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A global transformation – 60+ population 2050

Source: WHO World Report 

on Ageing and Health, 2015
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The growth of the older population in 

developed countries will be dwarfed by the 

growth of the older population in the 

developing world…



Between 2015 and 2050, one billion extra people aged 60+ in developing world



But…



Life expectancy is increasing more than healthy life 

expectancy

For EU25

Source: Living too long, Guy C Brown, Science and Society, 2014.



The gap between healthy life expectancy and life 

expectancy is observed around the world.



Which means that between our late 60s 

and age 85… 90… 100…

We have to provide for:

• Regular income

• Increasing health care costs

• The likelihood of care costs, which for a 

proportion of the older population will reach 

“catastrophic” levels



2. Providing for regular income



Providing for regular income

In the UK:

• The AVERAGE state pension is low (£7,000 p.a.)

• The defined benefit (final salary) pension system 

is winding down.

• People will be relying more on continuing work, 

housing equity, personal savings and defined 

contribution pensions.



Projections show:

• There will be a squeeze on pensioner 

incomes in the 2020s

• It will take several decades for the DC 

pensions system to build up to a 

reasonable level (if it does)



Projected pensioner incomes, GB

Pensioner Income Projections, DWP, 2015. 5-year rolling average

Weekly mean pension income, in first year of retirement

Squeeze!



Pension replacement rates forecast to be lower for 

most EU countries, 2008 to 2048

Source: European Commission



The political and social 

implications of a larger but 

poorer older population could 

be considerable…



Policy responses in the UK

“Triple lock” on state pension

Auto-enrolment into occupational pensions

Address those uncovered by present pension initiatives

Raise the retirement age – but how far can it be raised?

Combat ageism for those who want to work longer

Protect existing occupational pensioners (scams, charges, 

low returns etc)

Assist people to downsize to free up housing equity? (but 

need for appropriate housing stock)



3. Increasing healthcare costs



Average health spend for 85 year old man x8 for 25 year old man. 



Internationally, this is the common 

pattern, for example…



Healthcare spending by age and gender, 

Australia

Source: Australian Institute of Health and Welfare, 2014



To keep up only with demographic 

change…

Real health spending in the UK 

must rise by 1.2% each year 

between 2014 and 2039

Note: this is purely the demographic effect – it does not include provision for 

increased real pay for NHS staff or the opportunities for expanded treatment 

due to advances in health science.



However, in the UK between 2010 

and 2020, age-adjusted per capita 

real health spending will be static or 

falling in real terms…



Total

Per-capita

Per capita 

age 

adjusted

Source: Institute of Fiscal Studies, 2017



The UK’s current health expenditure is not 

high in international terms



Hence the National Health Service needs to be 

funded by society as a whole!

In the UK… Per Year Average per 

person

State Pension per 

person

£6,000 - £8,000

Health spending per 

person aged 75+

£6,000 - £8,000



4. The rising cost of social care 

Social care in England is defined as the provision of social work, 

personal care, protection or social support services to (children 

or) adults in need or at risk, or adults with needs arising from 

illness, disability, old age or poverty.



Acute pressures are being felt in the UK’s 

social care system…

Leading to a major debate over the 

level of funding and system for 

funding care in the course of the 

UK’s recent General Election 

campaign



In the following clip, Jenny describes how 

she is wrestling with the cost of care for her 

husband, who has dementia. 

We see how complex and daunting it can 

be for people to work out their care 

liabilities and whether or not these will be 

met in part by the State.



Age UK estimates that…

There are nearly 1.2 million older people in 

England who are not receiving the help 

they need with essential activities of daily 

living.

Nearly one in eight live with some level of 

unmet need.

Source: Age UK, Health and Care of Older People in England, 2017, page 4.



Plus, it is expected that…

Between 2015 and 2025,  there will be a 

25% increase in the number of people 

aged 65 +  in England and Wales needing 

nursing and social care.

Source: The Lancet Public Health Journal, May 2017



The UK debate over models of care 

funding has ranged over…

Family and voluntary care

Local Council and Central Government funding

Taxes on housing equity

Caps on private payment for care

Social insurance models

Estate duties

The role of private insurance?



5. Insurance conundrums



Most things we insure against are near-

term risks

• Fire

• Floods

• Motor accidents

• Theft

• Regular health needs

• Travel mishaps

• Natural disasters



But “catastrophic” care costs – or 

even ordinary care costs – may be 

many years in the future



Most human beings apply a 

very high discount rate to 

future costs and benefits



At a discount rate of 20% p.a., a 

£100,000 care cost occurring twenty 

years in the future has a present 

value of…



£1,153



Apply a probability of, say, 10% and 

the discounted average risk reduces 

to…



£115



However care costs are real, expensive 

and growing…

So some form of social 

insurance is needed to 

address them.



6. A word on digitisation and 

telecare



Some commentators see telecare and/or 

robotics as the solution for the care 

challenge…



There will no doubt be dramatic 

developments in these fields…



But older people have concerns about:

Surveillance (“Big Brother is watching 

you”)

Safety (fraud, scams and hacks)

The alien nature for many of Internet 

technology



In the UK, many older people 

still do not engage with the 

Internet…



Source: ONS 2017

‘Recent’ means in the three months before the survey date.



The view of the offline 75+ year old…

Bank branch, post office

Email, websites

Social media

Buying online

Internet banking!

Technically difficult 

and dangerous

Where should 

telecare be 

placed?



Design from the user, not to the user

Telecare and other applications of 

new technology must be designed 

from the point of view and needs 

of the older person, not the other 

way round.



Thank you
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