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Modelling	the	Na)onal	Disability	Insurance	Scheme	
Expenditure	
• $22	billion	
• Replaces	$11	billion	of	exis)ng	
expenditure	

• Net	increase	$11	billion	

Timing	
• Expenditure	on	disability	
services	to	double	over	3	years	

Clients	
• NDIS	will	support	460,000	
people	when	fully	implemented	

• Clients	and	families	choose	how	
to	spend	money	on	registered	
service	providers	

Economic	Impacts	
•  Increase	par)cipa)on	
• Change	composi)on	of	
economic	ac)vity	

• Market-based	ac)vi)es	impact	
on	produc)vity:	NOT	YET	

Modelling	iden)fies:	
• Overall	economic	impact	
•  Impact	of	capacity	constraints	in	
implementa)on	phase	

• Market	pressures	

The	model	
• VU	Na)onal	model	
• Separate	disability	service	
provision	industries	and	dummy	
NDIS	ac)vity	

• Detailed	labour	market	
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NDIS	in	VU	model	
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Model	implementa)on	of	NDIS	

•  Increase	expenditure	on	NDIS	by	100%	over	3	years	
– Accommodate	with	household	taste	change	
– Budget-neutral:	households	would	otherwise	spend	money	according	
to	exis)ng	preferences	

•  Increase	par)cipa)on	rate	via	labour	supply	increase	of	21,000	
– 15,000	general	increase	(voluntary/family	carers	return	to	work)	
– 6,000	induced	by	NDIS:	skewed	toward	occupa)on	ANZSCO	423	
Personal	Carers	and	Assistants	
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Employment	and	labour	input	
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Labour	input	and	GDP	at	factor	cost	
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GDP	at	factor	cost	and	market	prices	

-0.6	

-0.4	

-0.2	

0	

0.2	

0.4	

0.6	

0.8	

2016	 2017	 2018	 2019	 2020	 2021	 2022	 2023	 2024	 2025	 2026	 2027	 2028	 2029	 2030	

DE
VI
AT

IO
N
	F
RO

M
	B
AS

E	
CA

SE
	(%

)	

GDP	(factor	cost)	 GDP	(market	prices)	



CRICOS Provider No. 00124K

vu.edu.au

-0.6	

-0.4	

-0.2	

0	

0.2	

0.4	

0.6	

0.8	

2016	 2017	 2018	 2019	 2020	 2021	 2022	 2023	 2024	 2025	 2026	 2027	 2028	 2029	 2030	

DE
VI
AT

IO
N
	F
RO

M
	B
AS

E	
CA

SE
	(%

)	

GDP	(market	prices)	 GNP	

GDP	and	Gross	Na)onal	Income	



CRICOS Provider No. 00124K

vu.edu.au

Employment	and	labour	supply	

•  Es)mate	an	addi)onal	21,000	people	enter	the	workforce	
–  15,000	family	carers	return	to	work	
–  6,000	enter	the	workforce	

•  Disability	services	employed	110,000	persons	in	2016	
•  Employment	in	disability	services	to	increase	by	100,000	by	2020	
•  Aggregate	employment	impact	peaks	at	approx.	70,000	
•  NDIS	expansion	of	$11	billion:	equivalent	to	$150k	per	job	
•  Real	wage	impact	eventually	returns	unemployment	to	NAIRU	but	
par)cipa)on	effect	remains	
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Employment	rate	and	real	wage	

0	

0.2	

0.4	

0.6	

0.8	

1	

1.2	

1.4	

1.6	

1.8	

2016	 2017	 2018	 2019	 2020	 2021	 2022	 2023	 2024	 2025	 2026	 2027	 2028	 2029	 2030	

DE
VI
AT

IO
N
	F
RO

M
	B
AS

E	
CA

SE
	(%

)	

Average	real	wage		 Employment	rate	



CRICOS Provider No. 00124K

vu.edu.au

Employment	and	labour	supply	(persons)	
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Employment:	Disability,	RCSA,	aggregate	
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Volume	of	service	delivery	

•  Fast	implementa)on	of	NDIS	leads	to	price	pressures	
•  Doubling	expenditure	on	disability	service	provision	will	not	
double	the	volume	of	service	delivery	

•  Model	results	show	strong	price	increases	
– Real	world	à	underspend	
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Volume	of	service	delivery	
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Price	impacts	
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Wages:	labour	market	pressures	
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Top	7	occupa)ons	under	pressure	
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Summary	so	far	

•  Short	run	fiscal	s)mulus	effect	
•  Long	run	diversion	of	demand	towards	rela)vely	labour-
intensive	ac)vity	eventually	constrains	GDP	
– Does	not	account	for	increased	par)cipa)on	by	scheme	par)cipants	
– Reduced	GDP	does	not	indicate	reduced	welfare	

•  U)litarianism	vs	Rawls	

•  Expenditure	on	NDIS	to	double	in	3	years,	volume	to	double	in	
5	years	
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Regional	modelling:	issues	for	considera)on	
•  CoPS	TERM	model	
– SA3	regions	(approx.	330	in	Australia)	

•  Same	representa)on	of	NDIS	industries	as	in	VU	Na)onal	model	

–  Inter-regional	“trade”	in	services	
•  Clients	live	in	one	region	and	access	services	in	another	

–  Inter-regional	mobility	of	clients	
•  Clients	relocate	

–  Inter-regional	mobility	of	workforce	
• Workers	relocate	
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Conclusions	and	further	research	

•  Modelling	framework	has	illustrated	supply-side	constraints	on	
NDIS	

•  Compe)ng	effects:		
–  Increase	par)cipa)on	rate	
– Diversion	of	demand	towards	labour-intensive	ac)vity		
– Eventually	constrains	GDP	

•  Next	steps	
– Ongoing	updates	
– Regional	modelling	


