


FOREWORD

“Advancing into the Golden Years – Cost of healthcare for Asia Pacific’s elderly” is the 
inaugural publication from Marsh & McLennan Companies’ Asia Pacific Risk Center (APRC). 
It is the first in a series of publications by APRC assessing the risks that societal ageing 
presents to societies, industries, and governments in the Asia Pacific region (APAC).

Asia Pacific is the fastest ageing region in the world and already has some of the oldest 
societies. However, APAC is also home to some relatively young populations, and there are 
many unanswered questions regarding the readiness for ageing of the region as a whole.

Governments need to understand how well prepared they and their citizens are to finance 
healthcare requirements for the elderly. Our findings will influence government policies and 
decisions on healthcare infrastructure spending. Individuals need to carefully consider how 
well prepared they are to fund their retirement healthcare needs, especially given the limited 
range of affordable insurance products. Insurers are searching for ways to price risk despite 
uncertainty over future increases in healthcare costs and lifespans. Companies seeking 
to provide the best employee benefits packages may start considering post-retirement 
offerings, but they need much more information and significantly more products than are 
currently available.

In our opening chapter we examine the speed of ageing in Asia Pacific compared to the rest 
of the world. In particular, this report focuses on 14 economies that generate a quarter of the 
global GDP, but house half of the world’s elderly population. In the body of the report, we 
assess the problems associated with rising healthcare costs in ageing societies through three 
lenses: i) the absolute size of the problem, ii) the complexity of factors involved, and iii) the 
urgency with which stakeholders in the elderly healthcare ecosystem need to take action. 
We quantify the financial impact of elderly healthcare between 2015 and 2030 in APAC 
countries, by modelling key drivers of direct healthcare costs. The report concludes with a 
summary of the key implications of rising elderly healthcare costs, and the identification of 
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EXECUTIVE SUMMARY

ASIA PACIFIC � THE GLOBAL HOME OF THE ELDERLY?
Asia Pacific (APAC)* is the fastest ageing region in the world with more than 200 million 
people expected to move into the ranks of the elderly (aged 65 years and above) between 
now and 2030. This represents an increase of 71 percent in the number of elderly people, 
compared to increases of 55 percent in North America and 31 percent in Europe over the 
same period.

Driven by improving socio-economic conditions and increasing life-expectancy, the speed 
at which societies in APAC are ageing poses an unprecedented challenge. For comparison, 
Singapore’s elderly population will rise from 11 to 20 percent in the next 15 years, while it took 
France 49 years to do the same. By 2030, Japan will become the world’s first “ultra-aged” 
nation, with the elderly accounting for more than 28 percent of the population, while Hong 
Kong, South Korea, and Taiwan will be considered “super-aged”, with more than 21 percent.

Many APAC countries are moving from a 



The APAC region as a whole faces a common challenge in societal ageing, however, due to 
the differences in demographics and epidemiological factors, and the level of healthcare 
and economic development, the nature and magnitude of the risks will vary. We define three 
broad groups within APAC, based on the extent of ageing and GDP per capita (Exhibit B).

As discussed in the full report, these three groups also show distinct patterns in the profile 



NEED FOR URGENT ACTION GIVEN STRESS ON EXISTING INFRASTRUCTURE

Addressing the gaps in funding sustainability, efficiency of healthcare models, and workforce 
and infrastructure capacity will take time. Consequently, urgent action is needed on the part 
of governments, providers, insurers, and individuals.

COMPLEXITY OF SOLUTIONS

Solving these challenges is complex and will require building a consensus among multiple 
stakeholders in the healthcare ecosystem, and taking into account the heterogeneity of the 
APAC region.

ELDERLY HEALTHCARE: THE TRILLION�DOLLAR CHALLENGE

Elderly healthcare expenditure is determined by multiple, interconnected supply- and 
demand-side cost drivers (Exhibit C).

In the present study, we have developed a macro-level projection model to estimate the 
potential cost of elderly healthcare in 14 APAC markets (which are home to half of the world’s 
elderly population).

The factors considered in the model are:

•• Growth of elderly population (�65 years)

•• GDP growth rates

•• Medical cost trends, which include demand- and supply-side drivers such as price 
inflation and utilisation patterns (such as changes in the incidence of non-communicable 
diseases (NCDs), and of regulations)

•• Cost and growth in the utilisation of long-term care (LTC)

Exhibit C: INTER�CONNECTION OF MULTIPLE COST DRIVERS OF ELDERLY HEALTHCARE
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We estimate that the cumulative elderly healthcare expenditure from 2015 to 2030 will 
reach US$20 trillion, which represents approximately half of region’s healthcare expenditure 
during that period. To put this into perspective, this amount is equivalent to the�combined 
GDP of the 14 markets in 2015. The annual cost by 2030 is US$2.5 trillion, five times the 
annual expenditure of US$500 billion in 2015, representing a compound annual growth rate 
(CAGR) of�7-21 percent across the respective markets.

We believe these estimates are still conservative, as indirect costs (e.g., productivity loss by 
family carers) and capital costs (e.g., infrastructure construction) have not been included. 
The key driver in the growth of elderly healthcare expenditure is the medical cost trend, 
accounting for more than half of the incremental growth.

PROBLEMS IN NEED OF URGENT ACTION

As a result of the rising demand and cost of elderly healthcare, societal ageing poses 
three critical challenges that will significantly impact multiple stakeholders in the 
health ecosystem.

SUSTAINABILITY OF FUNDING SOURCES

The combination of increasing life expectancies, a sustained low-interest-rate environment, 
and growth in medical costs that exceeds growth in GDP present challenges to the following:

Insufficiency of government healthcare funds. Escalating elderly healthcare 
costs may force governments to reduce non-healthcare expenditure, increase 
taxation, expand borrowing and fiscal deficits, and/or shift the burden of 
financial support for the elderly more to the private sector and individuals.

Exhibit D: ESTIMATION OF ELDERLY HEALTHCARE EXPENDITURE IN 14 APAC MARKETS 
FROM 2015 TO 2030
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THE ROAD AHEAD: INNOVATIONS IN 
ELDERLY HEALTHCARE
Taking into consideration the cost drivers and stakeholders of elderly healthcare, we have 
identified four aspects of the ecosystem that most urgently require improvements. In 
this report, instead of discussing “traditional” strategies to combat societal ageing and 
healthcare costs, we discuss several “green shoots” – innovative solutions and concepts 
that could be cultivated to improve the sustainability of healthcare provision for the elderly 
in APAC.

FUNDING SOURCES FOR ELDERLY HEALTHCARE
•• Development of viable and affordable medical insurance for the elderly. 

The�“Internet of Things” and use of Big Data analysis (e.g., through telematics, 
wearable�technologies, and online behaviour tracking) have the potential to improve 
the measurement of risk. This could allow more accurate insurance pricing that reflects 
the individual’s risk and the distribution of healthcare costs during a person’s later years. 
Together with innovative approaches to structuring premium payments (e.g., front 
loading of premiums during working years), this may enable insurers to offer insurance 
at lower premiums

•• Innovative reverse mortgages schemes. Equity reverse mortgages are challenging 
for insurers due to the longevity risk, interest rate risk, and asset price risk that they 
have to assume. As a consequence, their products may not be financially attractive for 
consumers. In addition, there are cultural and social barriers to selling of family assets, 
particularly in Asia. Accordingly, innovative products are needed to improve the take-up 
rate. For example, hybrid products combining reverse mortgages with life- and non-life 
insurance products, minimising the inherent risks and providing an option for the asset 
to be retained by the borrower’s spouse (or heirs) at the termination of the loan period

IMPROVEMENTS IN EFFICIENCY OF THE HEALTHCARE DELIVERY MODEL
•• Integrated value-based health delivery models. The introduction of integrated value-

based health delivery models enabled by digital health technologies (e.g.,�electronic 
health records and remote patient monitoring) have shown promising initial results 
in bending the cost curve through lower utilisation of services and better clinical 
outcomes. These are achieved by improving the coordination of the care process, 
including both the prevention and the management of health conditions

•• Disruptors in healthcare. The development of innovative digital healthcare 
technologies, such as wearable health trackers, have the potential to improve 
patient�outcomes through greater adherence to treatments and timely access to 
care. With rapid advancements in this technology, an ever larger set of disruptors 
in�the healthcare ecosystem will transform the management of elderly healthcare

Copyright © 2016 Marsh & McLennan Companies	 9



INFRASTRUCTURE DEVELOPMENT TO SUPPORT ELDERLY 
HEALTHCARE DEMANDS
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ASIA PACIFIC � THE GLOBAL HOME OF 
THE ELDERLY?

Asia Pacific (APAC) is the fastest ageing region in the world with more than 200 million 
people expected to move into the ranks of the elderly (aged 65 years and above) 
between now and 2030. While this fast-ageing phenomenon is accompanied and 
driven by many positive changes, such as improving socio-economic conditions and 
increasing life-expectancy, the speed at which Asian societies are ageing poses an 
unprecedented challenge.

Many APAC countries are transiting from a period when they reaped a “demographic 
dividend” to one where they face the prospect of paying a “demographic tax”. Such 
a significant demographic shift will be accompanied by a host of financial and socio-
economic�risks affecting multiple stakeholders.

An added complication to this growing issue is the heterogeneous nature of the APAC 
region, with countries facing inconsistent levels of change in workforce size, different 
sources of healthcare financing and varying levels of access to long-term care. These 
factors, coupled with other differences in demographics and epidemiological factors, 
level�of healthcare and economic development, mean that the nature and magnitude of 
the risks�these countries face will vary widely. In this section, we define three broad groups 
within APAC, based on the extent of ageing and GDP per capita, and briefly describe the 
challenges that are presented.

1
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1.1.	 THE UNPRECEDENTED PACE OF AGEING
Asia Pacific* is the fastest ageing region 
in the world. Between 2015 and 2030, the 
number of elderly people (aged 65 years 
and above) who call the region home 
will increase by at�least 200 million. This 
represents an increase of 71 percent in the 
number of elderly people, compared to 
increases of 55�percent in North America 
and 31 percent in Europe over the same 
period (Exhibit 1).

There are many positive reasons for 
these increases, including increased 
life expectancy, improved hygiene and 
sanitation, better nutrition, and advances 
in health care and education. These 
developments have also underpinned the 
region’s general economic advancement 
and�improvements in healthcare as seen 

by�the reduction in child mortality rates. 
Many developed countries have experienced 
rises in the proportion of elderly people in 
their populations over the last few decades.

What stands out in the APAC region is the 
speed at which this is happening (Exhibit 2). 
By way of comparison, in the 15 years from 
2015 to 2030, China’s elderly will rise from 
11 percent to 18 percent of the population, 
according to World Bank data. However, 
it�took Germany 25 years to make that 
leap. The elderly will rise from 11 percent to 
20�percent of Singapore’s population over 
this period, but it took France 49 years to 
do the same. South Korea will move from 
13�percent to 23 percent, a rise that took 
Italy 40 years.

EXhibit 1: COMPARISON OF ELDERLY POPULATION ACROSS MAJOR REGIONS BETWEEN 
2015 AND 2030
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*    For the purposes of this report we use a definition of Asia Pacific that includes East Asia, South Asia, South-East Asia and Oceania, but excluding central Asia and the countries of the Eastern Pacific (North and South America).
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EXhibit 2: SPEED OF AGEING ACROSS APAC AND REFERENCE COUNTRIES BY PERCENTAGE OF ELDERLY 
POPULATION FROM 1960 TO 2030
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Such a rapid demographic shift brings a 

host of financial and socio-economic risks 

and opportunities. Global studies suggest 

that without deliberate intervention by 

governments and industries, societal 

ageing will lead to a reduction in labour 

supply and a decline in individual savings, 

which will impact investment and economic 
activity. Moody’s estimates that societal 
ageing will reduce annual economic growth 
by 0.9 percentage point 2020-251.

However, if governments and industries can 



1.2.	 AGEING RISK � A GROWING FINANCIAL THREAT TO 
HEALTHCARE ECOSYSTEMS

Many APAC countries are transiting 
from a�period when they reaped 
a “demographic�dividend” to one 
when they�are concerned about the 
prospect of paying a “demographic tax”. 
It’s�clear that there is an urgent need to 
understand each country’s readiness to 
manage the increasingly aged societies 
and mitigate the�associated risks.

Many opportunities to capitalise on an 
ageing society depend on obtaining net 
positive economic contributions from 
elderly populations, or at least minimising 
the negative impacts.

Given the complex nature, there are many 
systemic risks associated with societal 
ageing that affect multiple stakeholders 
(Exhibit 4). Corporates need to consider 
whether there are potential business 
models that can benefit from both the 
growing elderly workforce and the growing 
demand for products marketed to the 
elderly. Governments need to manage 

labour market risks, and consider whether 
they need to incentivise citizens to work 
beyond standard retirement ages, or to 
encourage migrant workers. Furthermore, 
the adequacy of pensions (or retirement 
income more broadly) is a key consideration 
for governments, corporates and 
individuals alike.

Another key consideration is the need 
to maintain a level of healthcare for the 
elderly population. Current data shows 
that increased longevity correlates directly 
with an increased prevalence of non-
communicable diseases (NCDs) such as 



In a perfect world, elderly healthcare – in fact  

healthcare for everyone – would be available 

and affordable to all who required it. 

For�elderly healthcare�there is a growing 

concern about�the risk of unplanned 

increases in expenditure. The magnitude 

of this risk is determined by various factors 

that vary according to country, such as 

the pace of ageing, the rate of healthcare 

cost inflation, and the degree of adequacy 
of the healthcare infrastructure.

Recent trends in APAC show that the medical 
cost inflation in medical healthcare costs far 
exceeds general inflation. This price increase 
indicates a potentially unsustainable level, 
especially when considered alongside the 
inability so far of healthcare infrastructure 
supply to match increased levels of demand.

CASE STUDY



1.3.	 CAPTURING REGIONAL COMMONALITIES 
AND DIFFERENCES

While APAC countries are challenged 
critically by societal ageing, the 
heterogeneous nature of the region 
suggests there is no single strategy that 
can address the needs of all countries 
equally. In fact, there are many interlinked 
societal factors that make the challenge 
of ageing complex and nuanced, such as 
pension replacement rates and disease 
prevalence profiles, which vary across the 
region. Three examples of these differences 
are examined in more detail below.

1.3.1.	 CHANGE IN 
WORKFORCE SIZE

Depending on the extent of societal ageing, 
it is expected that the size of workforce will 
change significantly over the next decades 
(Exhibit 6). For relatively young countries, 

such as the Philippines and Indonesia, 
modest rises in working population 
proportion are projected for the period to 
2030. There is also a group of countries 
that will experience relatively modest falls 
in working population. Countries such as 
Malaysia and Vietnam may find that natural 
migration solves part of the workforce 
shortfall and that the effect is absorbed 
without noticeable impact. However, 
markets such as Hong Kong, South Korea 
and Singapore, will see much larger declines 
in workforce over the period, which are 
unlikely to be compensated by the arrival of 
migrant workers.

The impact on the dependency ratios in 
key�APAC economies will be severe. In 2015 
each elderly person in the region was on 
average supported by about eight working 
adults, but by 2030 this ratio will be 5:1.

EXhibit 6: SHRINKING WORKFORCE EXPECTED TO BETWEEN 2�13% OVER NEXT 
15 YEARS



However, significant variations exist between 
countries: Japan’s ratio will fall from 2.3:1 to 
1.9:1, while that of the Philippines will fall 
from 15:1 to 10:1.

1.3.2.	 HEALTHCARE 
FINANCING SOURCES

Healthcare in the APAC region is financed 
by a broad range of means. Healthcare 
coverage through personal insurance or 
corporate benefits plans is not always 
available, especially elderly healthcare 
coverage. Even where it is made available, 
it�is often under-utilised in many developing 
countries due to issues of affordability, 
trust of financial institutions, as well as a 
culture where savings are seen as a valid 
alternative means of provision. However, 
this implicitly assumes that returns on 
savings will keep pace with inflation in 

health costs – an�assumption that does not 
currently hold in most countries.

For example, due to a lack of public financing 
for healthcare, India’s healthcare provision 
is dominated by the private sector, and 
the majority of citizens pay more than 
60�percent of their total health expenditure 
out-of-pocket (OOP). Exhibit 7 shows the 
total healthcare expenditure breakdown 
by financing sources, and in general the 
elderly are more likely to pay a greater 
proportion because of the limited availability 
of elderly healthcare insurance products. 
In�contrast to India’s example, Thailand 
established a universal healthcare coverage 
(UHC) scheme in 2002 after a public 
health financing reform. This proved to be 
extremely effective, as the Thais pay the 
least OOP (less than 10 percent), based on 
the 2014 data retrieved from World Bank.

EXhibit 7: HEALTHCARE FINANCING SOURCES
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1.3.3.	ACCESS TO LONG�
TERM CARE

The third difference among APAC countries 
is the access to long-term care (LTC). 
Health status is one of the key drivers 
for the level of care required, as frailty 
and prevalence of NCDs are a direct 
function of�age (Exhibit 8). While there are 
substantial proportions of self-sufficient 
seniors who are relatively mobile and can 
manage their activities of daily living (ADLs) 
independently, they are still expected to 
use�some form of care during their lives.

Long-term care covers all care for the�elderly, 
which are provided in different�places 
by different caregivers (e.g., residential 
facilities or at home), depending on the 
elderly person’s needs. Family support, 
provided by unpaid family members, 
or friends, is the most common type of 
personal care provision. Long-term care 
can also be given in home care (e.g., 
adult day-care centres) or residential care 
(nursing homes) when the elderly person 
experiences more severe and chronic 
health conditions, therefore increasing 
their levels of frailty and dependency.

The extent to which LTC is utilised varies 
significantly across the APAC region. 
Utilisation of LTC tends to be driven by the 
availability and affordability of LTC facilities 
and services. In addition, Asian cultural 
values are also a factor: There is often a 
filial duty to care for elderly relatives and 
a stigma associated with placing family 
members in care facilities. Consequently, 
in Australia, LTC coverage is as high as 
31 percent, while in India, LTC is among 
the lowest at 4 percent (Exhibit 9).

EXhibit 8: SIX GENERAL STAGES THE ELDERLY TAKE THROUGH 
THE CARE SYSTEM BASED ON THEIR HEALTH CONDITION

PROGRESSION BETWEEN LEVELS OF CARE



*    This approach serves as a useful tool for discussion of key challenges faced, however it does not fully capture differences in health care provisions and level of preparedness 
for an ageing society that we discuss later in the report. Ultimately, solutions will have to be both country-specific, and cross-border.

1.4.	 THE SITUATION: AGEING ACROSS APAC

Differences in demographic and socio-
economic conditions across APAC make it 
clear that no single solution is appropriate 
for the whole region. For example, countries 
with high GDP per capita and low current 
spend on healthcare may be in a better 
position to absorb the increased financial 
burden of societal ageing than countries 
with weaker economic development4. To 
test this hypothesis, we examined a number 
of economic and demographic measures 
to see if there were any clear groupings of 
markets in terms of ageing indicators.

Exhibit 10 shows that there are three key 
groups in terms of percentage of elderly 
people in the population and GDP per 
capita. The groupings still apply broadly 

in�2030, with only limited transition 
between�each group (Exhibit 11). There 
is however no doubt that all markets are 
ageing in this period, and that they are 
ageing faster relative to their growth 
in GDP�per capita. Consistent trends 
across the�three groupings in terms of 
percentage of elderly people utilising LTC, 
cancer incidence per 100,000 people, and 
total healthcare expenditure per capita 
(Exhibit 12). It�should be noted that the rate 
of cancer incidence is reflective of both the 
actual cancer rate and its level of diagnosis.

These groupings can be viewed as distinct 
ageing groups, each with its own set 
of characteristics.

EXhibit 10: AGEING GROUPS OF IN APAC REGION ACCORDING TO ELDERLY PROPORTION AND GDP PER 
CAPITA* IN 2015

Young Aging
(>7% of 65+ elderly)

Aged
(>14% of 65+ elderly)

Super-aged
(>21% of 65+ elderly)

Ultra-aged
(>28% of 65+ elderly)

US$, 2015

0 7 14 21 28
% OF ELDERLY POPULATION

35

0

Group 3

2 0 , 0 0 01 0 , 0 0 03 0 , 0 0 04 0 , 0 0 05 0 , 0 0 0 6 0 , 0 0 0G r o u p  2



*    This approach serves as a useful tool for discussion of key challenges faced, however it does hide many of the differences in health care provisions and level of preparedness 
for an ageing society that we point out later in the report. Ultimately, solutions will have to be both country-specific, and cross-border.

GROUP 1 � MONEY�RICH,  
TIME�POOR

These are developed markets which 
benefitted from the post WWII baby boom, 
but are now the first to experience the 
challenge of ageing that follows the earlier 
demographic dividend. Though these 
countries face the largest challenge from 
ageing in relative terms, they generally 
benefit from high GDP per capita. Japan 
leads the ageing charge and will become 
the world’s first ultra-aged by 2030. 
Although not counted within this group in 
2015, Taiwan and South Korea’s fast-ageing 
societies will fall within it by 2030.

GROUP 2 � GOLDEN�PRESENT,  
GREY�FUTURE

This group consisted of a mixed bag of 
markets, but by 2030 a clearer picture of 
aged, developing nations will emerge. 

China�will have over 160 million additional 
elderly citizens by 2030. This is the largest 
absolute increase of any country in the 
world and will put significant strain on the 
country’s elderly healthcare infrastructure. 
However, while China will see 150 percent 
growth in GDP per capita over this period, 
the other remaining country in the group, 
Thailand, will see growth of only 63 percent.

GROUP 3 � YOUNG, NEED TO GROW 
RICH BEFORE OLD

These countries have the youngest 
demographic profiles and are all developing 
economies with relatively low levels of GDP 
per capita. Levels of spend per capita on 
elderly healthcare are a fraction of those in 
more developed and more aged nations, 
reflecting these countries’ current healthcare 
coverage and generally limited elderly 
healthcare infrastructure.

EXhibit 11: TRANSITION OF ELDERLY PROPORTION AND GDP PER CAPITA* FROM 2015 TO 2030

PROPORTION OF ELDERLY VS. GDP PER CAPITA
% VS. US$ THOUSANDS
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Many of these nations are still benefiting 
from a demographic dividend, and the 
needs of an ageing society may be low on 
their list of social priorities. However, even 
these countries are ageing quickly: Vietnam 
is forecast to have the greatest acceleration 
in ageing among the countries in this study 
over the period. Of concern is that, based 
on our projections, the ageing of these 
countries might not be accompanied by 
sufficient increases in GDP per capita.

Section 2 of this report will discuss how 
these three groups show distinct patterns 
in the profile of healthcare cost drivers, 
infrastructure, and human capital. In 
turn, this allows the identification of key 
group-specific imperatives to manage 
the impact of societal ageing on elderly 
healthcare expenditure.

EXhibit 12: COMPARISON OF SELECTED CHARACTERISTICS ACROSS AGEING GROUPS

GROUP 1 



THE SPIRALLING COST OF 
ELDERLY HEALTHCARE

As APAC countries progress up the ageing spectrum, elderly healthcare expenditure is 
certain to increase, representing a significant risk to their fiscal health.

Based on current trends, we estimate the cumulative expenditure on elderly healthcare to 
approximate US$20 trillion over the next 15 years.

Without urgent improvements to contain the drivers of rising healthcare costs, societal 
ageing will challenge the capacity of current funding sources, healthcare infrastructure, 
and workforce.

Strategies to manage the escalation of elderly healthcare expenditure need a two-
pronged approach:

•• Alleviate the growing unmet healthcare demands of an ageing population. This includes 
the development of sustainable, long-term financing strategies and products, adequate 
infrastructure, and human capital strategies

•• Overhaul current healthcare models to improve efficiency, reduce cost growth, and 
deliver better health to patients (e.g., value-based healthcare delivery)

Due to the complex nature of healthcare ecosystems, solutions will need to consider the 
inter-connections of multiple cost drivers, the motivations of and interactions between 
stakeholders, and the potential opportunities of cross-country initiatives.

2
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2.1.	 WHY ARE COSTS RISING?

Elderly healthcare expenditure includes 
medical and non-medical costs (e.g., LTC), 
which are determined by multiple, 
inter-connected factors:

•• Demand-side drivers: 
Demographic factors, economic, 
and�epidemiological factors

•• Supply-side drivers: Rising healthcare 
costs, driven by high prices of new 
medical technologies, and inefficient 
healthcare practices that drive 
up utilisation

We briefly discuss each of these 
drivers below.

DEMAND�SIDE DRIVERS OF 
HEALTHCARE EXPENDITURE

Demographic, economic and 
epidemiological changes associated 
with societal ageing are key drivers of 
healthcare demand.

DEMOGRAPHIC FACTORS

Ageing population. As discussed in the 
previous section, the proportion and size of 
the elderly population in APAC are growing 
at an increasing rate. In�addition to the 
growing number of elderly people, life 
expectancy is increasing across the APAC 
region. The current median life expectancies 
in Groups 1, 2, and 3 are 82, 75, and 71, 
respectively. These are projected to increase 
to 85, 77, and 74, respectively, in 2030 
(UN�Population Division 20135).

Falling fertility rates. Another key 
contributor to societal ageing is the decline 
in total fertility rate. An average of 2.1 births 
per female is required in order to maintain 
population size in developed countries6. 
With no countries in Group 1 and 2 meeting 
this level in 2015, and fertility rates projected 
to fall further by 2030, the extent of ageing 
and its social and economic impact will 
increase unless drastic action is taken.

Exhibit 13: INTER�CONNECTION OF MULTIPLE COST DRIVERS OF ELDERLY HEALTHCARE
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CASE STUDY

TRADITIONAL TIDES OF 
CHANGE: JAPANESE MEN 
AND ELDERLY CARE

Traditionally in Japan, the lion’s share of 
elderly care responsibility falls on the 
shoulders of daughters or daughters-in-
law, forcing more than a quarter of working 
women to sacrifice their careers to become 
full-time caregivers. Of late, this family care 
landscape is undergoing a subtle shift in the 
gender-role balancing act.

A 2011 survey11 conducted by Japan’s 
Institute for Research on Household 
Economics noted a trend for an increasing 
proportion of middle-aged Japanese men 
(13.4 percent) to quit their full-time jobs to 
care for elderly parents. This was attributed 
to the men remaining unmarried at a higher 
rate than women12. On average, the value of 
care offered by family members is estimated 
at an opportunity cost of approximately 
US$38,000 per elderly person13.

In the absence of urgent reforms, working 
Japanese will be further squeezed by higher 
taxation to address the declining fiscal health 
of the ageing country.

One consequence of a decline in fertility and 
an increasing life expectancy is an increase 
in the old-age dependency ratio (i.e., the 
size of the elderly population grows relative 
to that of the working-age population). 
Higher dependency ratios are generally 
associated with adverse socio-economic 
effects due to higher government spending 
(e.g., pensions, healthcare costs) and lower 
tax revenue because of the smaller number 
of working adults in the population7,8.

Social changes. Declines in demographic 
measures such as the total fertility rate and 
the old-age dependency ratio also reflect the 
decline in availability of intra-family support. 
While filial obligation persists in many Asian 
cultures, these norms appear to have eroded 
along with economic modernisation.

Possible reasons for this include greater 
coverage of public welfare, increased female 
employment, migration resulting in the 
dispersion of families, and changes in social 
values (e.g., the unwillingness of children 
to make financial sacrifices or physically to 
support elderly parents)9. The weakening 
of filial norms, together with decreasing 
household size, leads to a decline in intra-
family support for the elderly, which shifts 
the burden of old-age support (e.g., LTC) 
to�public systems and individual retirement 
savings10. The latter is of particular 
significance in countries where public social 
support is low and out-of-pocket (OOP) 
payments are high.
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Exhibit 14: HEALTHCARE EXPENDITURE AND GDP GROWTH ACROSS THE APAC REGION 
�CAGR 2015�2030�
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SUPPLY�SIDE DRIVERS OF 
HEALTHCARE EXPENDITURE

Inefficient practices within the healthcare 
system contribute to the increase in 
healthcare expenditure on the elderly 
(as�well as on the broader population):

PAYMENT MODEL

Fee-for-service, where payment is 
dependent on quantity of care instead of 
quality or patient outcomes. This practice 
shifts the focus to maximising the volume 
of treatment and may incentivise over-
servicing, with little attention paid to 
prevention programs that could reduce the 
need for medical interventions. For example, 
in an effort to reduce healthcare costs 
in Taiwan, the government reduced the 
reimbursed price of tests and treatments. 
In�a study of stroke patients20, this lead to an 
increase in utilisation of tests and treatments 
(attributed to hospitals trying to preserve 
revenue) and poorer outcomes (attributed 
to a reduction in staffing as hospitals sought 
to lower operating costs).

INTEGRATION OF HEALTHCARE

Fragmented care pathways can result in 
uncoordinated care leading to duplication 
(or negligence) of healthcare services, and 
unnecessary referrals to tertiary hospitals 
for conditions that could be managed more 
cost-effectively at primary care facilities.

This is particularly pertinent in the 
management of complex conditions, 
which involve multiple healthcare 
professionals who may be operating in 
different institutions (e.g., family doctor, 
specialist, physiotherapist). One cause is 
that many countries lack the funds and 
infrastructure (e.g., electronic health 
records and integrated health services) 
to allow information sharing that would 
enable communication and coordination 
of�pati