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Aggregate demand 

Table 8.9 provides an aggregate view of how total demand for health and 
disability services is projected to change under the three scenarios. The 
outstanding feature of the table is that demand for residential care grows much 
more rapidly than demand for acute and subacute care, especially in 2011–21 
and under scenario 3. This rapid growth is driven mainly by the large increase in 
the number of very old people (aged 85 and over) in the population. In fact, 
under scenario 3 (based on high population growth) the index level of demand 
for residential care more than doubles from 2001 to 2021. 

Table 8.9: Index of demand for three scenarios, by component of demand 

(2001 = 100), 2001, 2011 and 2021 

 2001 2011 2021 

Scenario 1    

Acute and subacute 100 128 166 

Aged residential care 100 141 194 

Total 100 130 170 

Scenario 2    

Acute and subacute 100 131 176 

Aged residential care 100 141 194 

Total 100 132 179 

Scenario 3    

Acute and subacute 100 131 175 

Aged residential care 100 143 205 

Total 100 133 179 

Source: NZIER, generated from Ministry of Health NMDS and CCPS data, and 

Statistics New Zealand population data. 

Labour market implications of changing demand 

This section profiles the current health and disability services workforce (strictly 
speaking, the 2001 workforce). The profile is sketchy in parts because of a lack 
of good data, especially on disability support workers. We then show, given 
simple assumptions, how the demand for labour in the health and disability 
services is likely to change under each of the three scenarios of demand 
presented in the previous section. We then make some projections of labour 
supply in the sector and indicate the possible mismatches between labour 
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demand and supply. Lastly, we consider the broad options for avoiding 
mismatches. 

Table 8.10 is based on research by the Health Workforce Advisory 
Committee (HWAC, 2002). This research focused mainly on the regulated 
health and disability services workforce, that is, people in the occupations listed 
above the subtotal in the table.5 The table indicates that nurses accounted for 
52% of the regulated workforce and medical practitioners accounted for a 
further 13%. 

Table 8.10: Composition of the health and disability services workforce, 

2001 

Workforce Number
1
 

Nurses 34,895 

Medical practitioners 8,615 

Pharmacists 2,831 

Social workers 2,697 

Physiotherapists 2,500 

Midwives 2,081 

Dentists 1,591 

Medical radiation technologists 1,459 

Occupational therapists 1,372 

Medical laboratory technologists 1,292 

Registered psychologists 1,124 

Other occupations with fewer than 1000 workers 6,532 

Subtotal 66,989 

Disability support workers
2
 30,000 

Alternative and complementary health practitioners 10,000 

Total 106,989 

Notes 

1 The figures do not include workers in the following groups where 

numbers are thought to be small at present but may grow in future: 

community mental health workers; counsellors; disability support needs 

assessors and service coordinators; health promoters; and health 

managers. 

2 Mainly semi-skilled, unqualified and unregistered, lowly paid workers – 

does not include family members providing care. 

Source: HWAC, 2002. 
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The number of disability support workers shown in Table 8.10 represents a 
rough estimate; more recent research indicates that their number is in the range 
of 40,000–50,000 (Parsons et al., 2004). The number of alternative and 
complementary health practitioners is also estimated. Moreover, it should be 
noted that the figures exclude workers in certain occupations such as hospital 
orderlies, ward assistants and all those listed in note 1 of the table. We estimate, 
therefore, that the true size of the health and disability services workforce is 
around 130,0006 people, roughly half of whom are regulated professionals. The 
projections of labour demand and supply in the remainder of this section relate 
mainly to the regulated workforce, where the data are reasonably reliable, but it 
should be borne in mind that the total health and disability services workforce is 
probably twice as large. 

Projected demand for labour in health and disability services 

The projections of future demand for labour in the health and disability services 
presented in this section are based on the key assumption that demand for labour 
will grow in line with service demands, as projected in the scenarios outlined 
above. This assumption implies that there will be zero labour productivity 
growth overall (that is, clinical and other technological advances that might 
otherwise be used to save labour will instead be used as the opportunity to 
intensify care or increase its quality). 

Reflecting the projections of total demand from the previous section and the 
key assumption about productivity, Table 8.11 suggests the demand for labour 
in the health and disability services will grow by 40%–69%, depending which 
scenario is used. Given that the medium population growth projections imply an 
increase of just 16% by 2021, demand for health and disability services and 
labour is projected to increase at roughly 2.5–4.3 times the rate of increase in 
the population as a whole. 

Table 8.11: Projected demand for registered health professionals in the 

health and disability services, 2001, 2011 and 2021 

 Number of workers Percentage change (%) 

 2001 2011 2021 2001–11 2011–21 2001–21 

Scenario 1 66,989 79,528 94,009 19 18 40 

Scenario 2 66,989 80,432 98,519 20 22 47 

Scenario 3 66,989 88,256 113,060 32 28 69 

Note: The projections above are for the regulated workforce only. 

Source: NZIER, based on HWAC data and authors’ demand projections. 
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Allowing for the fact the figures in the table are for the regulated section of 
the workforce only (that is, roughly half the total workforce), by 2021, the total 
demand for labour in the health and disability services can be expected to have 
grown to roughly 190,000 (under scenario 1) or roughly 225,000 (under 
scenario 3). However, even this might understate the growth in the demand for 
labour because the component of demand that is likely to grow most rapidly 
(that is, long-term care for older people) is the area in which most of the 
unregulated workforce is engaged. 

Projected labour supply 

If it is further assumed that the health and disability services will be able to 
maintain their 2001 share of the total working-age population, then it becomes 
possible (using Statistics New Zealand data) to project the supply of labour to 
the services under the three scenarios. The projections are shown in Table 8.12. 

Table 8.12: Projected supply of regulated professionals to the health and 

disability services, 2001, 2011 and 2021 

 Number of workers Percentage change (%) 

 2001 2011 2021 2001–11 2011–21 2001–21 

Scenario 1 66,989 72,244 75,052 8 4 12 

Scenario 2 66,989 72,244 75,052 8 4 12 

Scenario 3 66,989 78,105 84,943 17 9 27 

Note: The projections are for the regulated workforce only. 

Source: NZIER, based on HWAC data, and Statistics New Zealand workforce 

projections. 

Projections under scenarios 1 and 2 are identical because they are based on 
the same Statistics New Zealand medium population growth projections. The 
data in the table indicate that the supply of labour to the health and disability 
services will increase, but the critical point to note is that the growth rates are 
very slow compared to those shown in Table 8.12. In other words, the projected 
increase in the supply of labour to the health and disability services will not 
keep up with the projected increase in demand. Table 8.13 also shows that the 
increase in the health and disability services labour supply is projected to slow 
between 2011 and 2021, whereas Table 8.12 showed that the increase in labour 
demand is projected to remain fairly constant over this period. 
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Mismatches between demand and supply 

Table 8.13 brings together the projections of demand for labour from Table 8.11 
with the projections for labour supply from Table 8.12 to show the projected 
excess of demand over supply for each of the three scenarios. 

Table 8.13: Projected excess of demand over supply of regulated 

professionals in the health and disability services, 2001, 2011 and 2021 

Shortfall in workers 

Percentage of number 

in 2001 (%) 

 

2001 2011 2021 2011 2021 

Scenario 1 – 7,284 18,957 11 28 

Scenario 2 – 8,188 23,467 12 35 

Scenario 3 – 10,151 28,117 15 42 

Note: The projections are for the regulated workforce only. 

Source: NZIER, derived from Tables 8.11 and 8.12. 

No excess demand is shown for 2001 because it is assumed (favourably, it 
might be argued) that the provision of services met demands in that year and 
that, consequently, demand for labour was matched by the supply. However, 
under all three scenarios, an excess of demand over supply emerges by 2011. 
Moreover, the gap becomes substantially larger between 2011 and 2021. Table 
8.13 expresses the projected gaps between demand and supply as percentages of 
the baseline workforce (that is, the 66,989 workers in 2001). By 2021, the health 
and disability services will have a shortfall of labour equivalent to 42% of the 
2001 workforce under scenario 3 and 35% under scenario 2. If it is accepted that 
there was already an excess of demand for services over provision in 2001, and 
an excess of demand for labour over supply, it follows that the projected 
shortfalls in labour supply shown in Table 8.13 are understated. 

Again, it should be noted that the analysis of labour supply shortfalls 
excludes the support workforce. Several individuals interviewed as part of the 
second-round consultations thought problems with mismatches between labour 
supply and demand would be more acute in the unregulated section of the 
workforce than in the regulated section. However, lack of reliable data about the 
unregulated workforce, and consequent uncertainty about how this labour 
submarket might behave, made quantified forecasts or projections difficult. 

Options for avoiding labour demand and supply mismatches 

It is worth considering the broad options for avoiding the projected labour 
supply shortfalls shown in Table 8.13. In effect, this means seeing what might 
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happen if the key assumptions underlying the scenarios we outlined were 
relaxed. One possibility would be to increase the proportion of the working-age 
population accounted for by the health and disability services; and we can show 
what proportion these services would need by 2021 in order for the projected 
labour supply shortfalls shown above to be reduced to zero. In 2001, the health 
and disability services employed 4.6% of the working-age population. Under 
scenario 1, the services would need to increase this share to 5.8% by 2021. 
Under scenario 2, the services would have to increase their share to 6.0%, and 
under scenario 3, to 6.1%. 

These increases might not seem particularly great, but there are two major 
reasons why the health and disability services might find it difficult to command 
a larger share of the working-age population than they do already. The first is 
that much of the regulated labour in the sector is internationally mobile and 
other countries might intensify their recruitment of New Zealand-trained 
doctors, nurses and so on as their own populations age. Therefore, relying solely 
on recruiting and training more health professionals as a means of meeting 
service needs might become even more like filling a leaking bucket than it is 
already. 

The second reason is that if New Zealand is successful in achieving the 
government’s target of returning the nation to the top half of the OECD per 
capita gross domestic product rankings, the long-term economic growth rate of 
around 4% per year that would be necessary would lead to approximately 50% 
growth in the demand for labour in the economy as a whole by 2021. In these 
circumstances, the health and disability services would face intense domestic 
competition for labour, and much of the unregulated labour in the sector could 
be attracted to other sectors (for example, retail, hospitality and other service 
industries) where many of the employment opportunities are likely to be 
created. If it is not possible for the health and disability services to command the 
increased shares of the working-age population indicated above, they would 
have to increase labour productivity by around 1.5% per year under scenario 3. 

Evidence on labour productivity in the health and disability services is poor, 
but research by the Treasury suggests multifactor productivity in the personal 
and community services in New Zealand failed to sustain these rates of increase 
during 1988–2002 (Black et al., 2003).7 In theory, technological breakthroughs 
could lead to significant productivity improvements, but they cannot be counted 
on. They could also have a perverse effect on productivity, if, for example, a 
technological advance made it possible to treat (albeit resource intensively) 
conditions that are currently hard to control. Therefore, productivity 
improvements alone probably do not hold the answer to the potential labour 
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shortages indicated in Table 8.13. In time, improved health education, coupled 
with increased emphasis on health monitoring in the primary sector, might 
reduce the need for health and disability services; and, hence, the demand for 
labour. Again, however, the reverse might be true, if, for example, health 
education results in more self-aware and demanding patients or if monitoring 
uncovers conditions that would otherwise have gone untreated. 

The key conclusion to be drawn from all this is that, given the certainty of 
increased service needs and the clear possibility that other approaches towards 
avoiding labour shortages will not work, attention needs to focus on how the 
health and disability services labour supply should be educated, trained, 
developed and deployed. 

Workforce development implications 

The research was intended to stimulate discussion, rather than yield policy 
prescriptions, but it is worth noting that the consultations with stakeholders 
about the research findings produced a broad consensus on several issues. Three 
areas of common ground were as follows. 
• The current approach to health and disability services provision was 

unanimously viewed as unsustainable. 
• Proposed remedies varied, but there was widespread agreement that changes 

needed to be made to: 
- the division of funding between the primary and secondary sectors; 
- occupational definitions and boundaries; 
- workforce training and development; and 
- staff recruitment and retention. 

• At the same time, there were concerns that change might be impeded by: 
- professional ‘patch protection’; 
- the perceived poor state of the primary care sector; 
- institutional inertia; 
- the existence of funding and other ‘silos’; 
- poor quality and quantity of information about the workforce; 
- the lack of accreditation for prior learning and experience; and 
- the lack of common training for the support and voluntary workforces. 

Conclusion 

In our view, three key messages emerged from the research. First, the ageing of 
the New Zealand population will mean the demand for health and disability 
services will increase much more rapidly than the size of the population. 
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Secondly, there is a grave risk of labour shortages in the health and disability 
services, especially after 2011, unless action is taken to avoid this. Thirdly, in 
considering what action should be taken to avoid shortages, attention needs to 
focus on how the health and disability services workforce should be educated, 
trained, developed and deployed – other approaches cannot be relied on to work. 

Several important issues, related to policy, then arise. 
• Primary care. The questions here were prompted by concerns that the 

primary sector might not be in sufficiently good shape to take on the role 
envisaged for it. 

• New ways of working. It is widely accepted that the interests of client-
centred care require new occupations and occupational mixes to be defined, 
but less thought has been given to how best to effect change. 

• Education and training. If there are to be new models of care and redefined 
occupational boundaries, then education and training must change; but how? 

• Recruitment and retention. Different questions apply to recruitment and 
retention and to the nature of problems in different sections of the 
workforce. 

• Māori and Pacific peoples’ health. Given the under-representation of Māori 
and Pacific people in the workforce, the dominant question is: what can be 
done to ensure culturally appropriate services are available? 

• Disability support services. Detailed inquiry is hampered by the lack of 
research on the workforce supporting people with lifelong disabilities and 
frail older people. But, clearly, an important issue is what needs to be done 
to develop this workforce so it can meet the population’s future needs. 

• Mental health. Other research has examined labour market constraints 
affecting the mental health sector and this indicates that the sector has some 
issues about distinct recruitment and retention, training and development 
and working conditions (Ashton et al., 2004). 

• Role of volunteers. Most observers agree that the volunteer section of the 
workforce is important, and is likely to become more so. However, basic 
research is needed before appropriate policy prescriptions can be made. 

Notes 

1 Mark Cox and Simon Hope are senior economists at the New Zealand Institute of 
Economic Research (NZIER). 

2 The data did not include long-term home-based support for older people or residential 
care for younger people with disabilities. 
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3 Patient numbers count each person discharged from hospital in the year only once 
regardless of the number of discharges. 

4 We were obliged to use 2003/04 data because data for earlier years excluded people 
paying privately for rest home care. However, we believe the total number of people in 
residential care in 2003/04 would not have been very different from the (unknown) 
number in 2001. For further explanation, see NZIER (2004). 

5 The numbers shown are for registered and active professionals. They do not include, for 
example, nurses who are qualified but who do not hold an annual practising certificate.  

6 This figure is broadly consistent with the Statistics New Zealand estimate of 124,300 
full-time equivalent employees in the Australian New Zealand Standard Industrial 
Classification’s Division O: Health and Community Services, allowing for the fact that 
the HWAC research counted people, rather than full-time equivalents and that 
veterinary services are also included in Division O. 

7 Multifactor productivity encompasses productivity of capital and productivity of labour. 
The Treasury research indicated that the annual rate of increase in multifactor 
productivity in the personal and community services almost reached 1.5% at one point 
during 1988–2002. However, the NZIER suspects that, even if this rate of increase 
extended to the health and disability services, it was more attributable to productivity of 
capital than to productivity of labour. 
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