LOST DREAM - WHY LUCK IS RUNNING OUT FOR THE BABY BOOMERS


The Baby Boomers’ dream of a secure retirement no longer is a certainty in modern Australia, and the younger generation is reluctant to pay for another generation’s upkeep. Martin Thomas reports.


For the generation that battled through a tumultuous era of world wars and a crippling depression, the rewards that awaited them were unquestionable.


After a lifetime of hard work; paying taxes and raising children, they could rely on the government of the day to meet its side of the bargain. A relatively secure retirement was assured. In a sense it was a ‘social contract’ in which the next generation - the Baby Boomers- would bankroll their parents in their twilight years.


But now, just when the Baby Boomers are readying themselves to collect on all those years of toil and at, the scent of betrayal is heavy in the air. The lucky generation’s luck might be about to run out. In the wake of catastrophic projections about Australia’s ageing workforce, governments are scrambling to restructure the nation’s aged care safety net.


A new contest is developing with Generation X and the Baby Boomers pitted against each other in the race for future health, wealth and security. For the loser, the consequences could be dire. One doomsday scenario sees the assets of the Boomers - the previously sacrosanct family home - under attack as a user-pays society demands they fund their own health care. In fact the ramifications of our ageing population are so great that many predict they will dominate social policy debate in Australia for the next 20 years.


The huge number of Baby Boomers who will reach the traditional retirement age during the next decade has sparked grave fears that the system simply will not cope. Despite the decades of taxes they have paid, much of the cash has been soaked up by existing demands of health care and other infrastructure and service costs. There is scant left for the future. Therefore, revenue has to be raised quickly to cope with the retirement avalanche. It can come either in the form of new taxes or a more toward a more user-pays system.


The Howard Government already has revealed which side it favours: in its first Budget it sparked outrage by introducing hefty entrance fees for the elderly entering nursing homes. The move has been condemned as unfair, even unAustralian while the Australian Democrats have said they will refer the proposal to a Senate committee. But perhaps surprisingly, the Democrats are not taking such action because they oppose the user-pays principle. They want to secure guarantees that the money will go toward improving nursing home stocks, which "have fallen into disrepair".


Underscoring the Howard Government’s trend toward user-pays is the National Commission of Audit which rejected moves to raise taxes, and instead recommended that governments must lower society’s expectations of the public purse. It examined options including the removal of the automatic indexation of old-age pensions, as well as changing the calculation of the pension to reduce the size of the payments. The commission also highlighted the dire projections on healthcare costs that would confront the nation as its population aged.


In 1989/90 the 11 percent of Australia’s population aged over 65 were responsible for 33 percent of the total health expenditure. By 2051 it could blow out to $126 billion, a rise in health expenditure from 8.4 percent of gross domestic product to more the 11 percent. At the same time, the dependency rate (the proportion of retirees to workers) will rise from 20 percent to 40 percent by 2010. Agnes Walker, a researcher with the University of Canberra’s National Centre for Social an Economic Modelling, said the next decade would prove critical for Australia as it struggled to pay for its ageing population. Increased costs, she said, were inevitable. Now the real question was: who would pay?


Walker said many European countries which faced a similar social crisis in the past invariably opted fur user-pays. Such a trend is the worst nightmare of many asset-rich, cash-poor Baby Boomers nearing their retirement. Walker said the overseas experience would mean it would not be long before Australian authorities focused on ‘the sacred cow’ of the family home. "Additional measure introduced overseas, such as reverse mortgages, sale-leaseback and the use of home equity for costs of publicly provided social services have not yet undergone serious examination in Australia," she said. "These measures allow the elderly to either borrow against their home to pay health costs or to sell their home and lease it back until their death."


Walker said the economic arguments would be hard for authorities to ignore. "The assets of people over 65 total $300 billion,, and of that two-thirds - almost $200 billion - is in game ownership." The argument, Walker said, essentially was one of the transfer of wealth between the generations - and more importantly, whether Baby-Boomer assets would be passed on to the next generation as an inheritance. That argument inevitably led to a debate about whether the so-called Generation X should pay now to keep their inheritance, or let it be used to self-fund their parents’ retirement.


The Baby Boomers face the next decade knowing that the once sacred system has turned on them. They are the losers in an aged care system that has, in fact turned out to be more like a pyramid selling scam: those who got in early have run off with the profits. But according to some researchers, the Baby Boomers are likely to hit back. Research by the Anglican Retirement Villages of New South Wales has shown that the Baby Boomers are less likely to preserve an inheritance for their children then the generation before them. Instead, they are more likely to use their wealth for their own comfort, and to help set up their children financially.


"Tomorrow’s retirees will demand a double garage, cable TV and Internet access," the group’s chief executive officer Jim Longley told a Brisbane conference last month. "Baby Boomers parents will play a more active role in establishing their children financially, and because of the depressed about market, they will find they are more likely to have adult children living at home."


Whether they will cope with the additional costs for health, nursing and other community services that have traditional costs for health, nursing and other community services that have traditionally been provided by government is another issue. Yet regardless of how compelling the argument for radical change appears to be, some experts believe the future impact is not so clear cut. They argue that the National Commission of Audit projections represent a worst-case scenario, and fail to account for economic growth, changing workforce patterns and other policy responses. 


There is a lingering suspicion that the Government’s marked shift towards user-pays perhaps is driven more by philosophy than by being unfairly blamed in a debate that is more about rising health costs than about ageing. Margaret Steinberg, an expert on ageing issues at the University of Queensland, said that while the cost of health care was increasing doom-laden warnings were exaggerated, and preventative medicine could make dramatic inroads into the expected health cost blow-out.


"I think if you got the economists on to lung cancer and other preventable diseases, the costs and savings would speak for themselves," she said. Other issues such as the spiralling cost of medical technology and pharmaceuticals, rising professional fees and the burgeoning use of health services by the community, remained important factors behind projected health expenditure that were often ignore in favour of the ageing factor, she said. Another optimist is John Goss, an economist at the Australian Institute of health and Welfare. He said that in 1989/90 Australian taxpayers spent $7500 for every person aged 75, and just $2000 on those aged between 55 and 59.


"People look at that and say there are going to be a whole lot more 75 year olds in the future, and that’s going to cost massive amounts". But projecting such outcomes was a little more complex. He said American research showed that about 30 percent of health expenditure was spent in the least year of a person’s life. But the future impact of ageing on the health services could be staggered. "And the good news is that over the next 10 years the proportion of people aged 75 will actually drop," he said. "It will not be until 2020 when the Baby Boomers get to 75 plus that we will really see the increase."


That meant Australia’s opportunity to combat the costs of ageing could extend to 30 years. Goss said that by establishing preventative health programmes the problem could be postponed for years, and rising productivity and other changes could cushion its economic impact. There was also a backlash against notions of inter-generational equity. "There are all sorts of transfers between generations that people don’t count," Steinberg said. "People need to look at the reverse transfers - what is coming back from older people. There are enormous volunteer hours contributed to the nation by the elderly and many elderly work caring for the sick.


"I think governments are very quickly moving to lower exceptions...there is a seachange, but whether they need to or not is another matter." Steinberg was concerned that more responsibility was being put on community services while funding for these services remained extremely poor. Queensland’s health and social services outlook was particularly bleak. "Their (governments) approach entirely suits their political philosophies. There are other ways of managing the ageing issue. It does not have to be catastrophic - the arsenic in the flour and the putting of people in ghettos."


But a population that is ageing and retiring from the workforce presents far more problems than merely health costs. Australian society faces the prospect of a large group of people who are fit and able to work, but are locked out of employment. Experts are warning that there must be fundamental structural changes to keep people working longer. The Federal Government has made changes in the Budget to allow people to keep working to 70 without adversely affecting their existing benefits. But it is seen by many as only a start.


Sweden has established a radical fund for a partial retirement programme to ease the effects of those nearing retirement. A levy is charged against a company’s total wages bill and that money is put into a fund to pay the rates of part-time workers who have reached retirement age. Companies are not forced to use this part-time retired about but when the salary of such people is fully or partially subsidised, it does provide an incentive.


Such schemes take on greater value given the latest research which shows that companies in their recruitment plans - across the entire spectrum of about - consistently reject those aged over 45. But such schemes would be politically unpopular with business, especially for conservative governments. They can also pose costly and complicated administrative frameworks. There is then a moral argument against setting up such a scheme when youth unemployment remains a serious national problem.


Dr Mary Daly, a spokeswoman for the aged lobby group Older People Speak Out, said the Baby Boomers were to blame for their plight. "Baby Boomers pushed older people out of the workforce to create opportunities for themselves, but the price they have paid is they have had to fund the safety net," she said. But while the generation born in the 1920s and 1930s "had done very well by the system", Daly said they now were being victimised in the aged debate.


"I am disturbed by the fact that the elderly are often treated as a burden," she said. "We are a resource. We have to remember that many of the older population still support themselves and still help their families financially. There are also many in the community who are working for charities. To be asked to be helped in some way now is not very much to ask."


Daly said many retirees accepted that the user-pays system was inevitable, even acceptable, but she said people must not be forced to sell their homes to pay for health care. And so the generations face each other off, like athletes primed for sporting combat. The Baby Boomers may be forgiven for feeling that the rules have been changed behind their backs and the playing field is far from level.








