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The opportunity: more efficient use of health dollars and growth containment for one of the most
expensive items in the health budget

e Current health system funding models drive low value care (expensive, ineffective and
sometimes harmful care), particularly in arthritis and musculoskeletal conditions, which affect
over 7 million Australians and are one of the most expensive ($15b per year in 2021-22 per AIHW)
and top burden of disease groups at 13% (AIHW 2023).

e Lostlabour force participation: Arthritis is the second most common cause of early retirement
due to ill-health in Australia. In 2015, 52,000 people aged 15-64 years were out of the labour force
due to their arthritis and this is projected to increase to 59,000 by 2030. In addition there were
19,000 primary carers (aged 15-64 years) of people with arthritis who were out of the workforce
due to their caring responsibilities in 2015. This number is expected to increase to 22,000 by
2030.

e Theimpact on personal savings and assets is substantial. By 2030, each person who has to leave
the labour force due to their arthritis is expected to have $432,000 less in total savings and assets
than full-time workers without arthritis.

e In 2015, a loss of $7.2 billion in GDP was estimated to be due to arthritis-related early retirement.
By 2030, this loss of GDP will reach $9.4 billion.

e By 2030, the estimated aggregate economic benefit of this increased labour force participation
would be $33.5 million in increased personal income, and $18.3 million in reduced welfare
payments, and increased taxation revenue’.

e Osteoarthritis is a leading cause of disability, chronic pain and early retirement. In 2025, itis
estimated that OA will affect 2.35 million Australians. This is expected to increase nationally by
762,515 to 3.11 million in the year 2040, representing 32% growth from 2025, of which 1.17m will
be of working age. The projected prevalence of osteoarthritis for women is almost 80% higher
than for men2. Most consumers currently don’t receive appropriate clinical care, and face high
out of pocket costs. Reforms in osteoarthritis care could serve as an exemplar of health system
reforms to provide cheaper and more effective care.

e Management of osteoarthritis costs the health system $4.3 billion in 2020-21 or 2.9% of total
health system expenditure, with approximately 75% of this cost due to surgery®. This compares
with $3.4 billion spent on diabetes* and $2.5 billion on coronary heart disease.® Without
intervention, the figure for osteoarthritis is projected to escalate, potentially surpassing $9.8
billion by 2040.°
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e Australian has a ‘surgery first’ approach, compared with Scandinavian countries who are closing

unused hospitals. A recent study has projected alarming growth in total knee replacements and
total hip replacements by 276% and 208% by 2030, at a cost of $AUD5.32 billion’.According to
the Australian Commission on Safety and Quality in Healthcare, the majority of these surgeries
are avoidable with proper first line care®. Exercise for hip/knee OA may reduce the need for joint
replacement by 44-68%?°. A recent high-quality budget impact analysis has estimated that
national delivery of a first-line osteoarthritis management program including education and
support for symptom management, physical activity, weight loss would translate to health
system savings of over $1 billion a year by 2029 through avoidance of knee replacement
surgeries’®.

The proposal: targeted implementation of better osteoarthritis care to avoid unnecessary joint
replacement surgeries

e Fund a program based on existing proven models of care to be phased in by initially targeting
10,000 people at highest risk of being placed on a surgical waiting list, and by targeting
geographic areas with high rates of clinical variation suggesting inappropriate or overuse of
arthroscopy or MRI. The program could be delivered remotely using telehealth to ensure
equitable access for people living in rural or regional areas and at lower cost. Participants could
be identified in primary care settings using existing stratification tools.

e We have provisionally costed the targeted model of care rollout at $11.5 million, including
program design and evaluation. Costs have been estimated based on existing programs™’, with
costs of $1000 per participant for a telehealth delivered program, including training, patient
assessment and delivery. A staged rollout targeting 10,000 people likely to need a knee
replacement would cost $10 million over a year to cover the cost of the program per participant.
Assessment of areas to target through evaluation of variation in arthroscopy, MRI usage etc which
would build on work undertaken by the ACSQHC Atlas of Healthcare Variation. Program design
could involve a stepped wedge or cluster rollout (ie participants would have a staggered start to
the program)

e Assuming a program price of $1,000 per recipient and an average saving of $12,331 per person
likely to require a knee replacement, if we conservatively estimate that the program
implementation results in 50% of participants avoiding a knee replacement, this would equate to
approximately $60 million in savings within the 12 month period.
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