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New Zealand Artificial Limb Board

	Overview


	The New Zealand Artificial Limb Board (NZALB) is an autonomous Crown entity through which the Government invests in amputees.  The NZALB is the sole provider of artificial limbs in New Zealand to approximately 4,200 amputees. 
Our vision is 
Independent and productive lives for people with limb loss.
Our functions are to:

· manufacture, import, export, market, distribute, supply, fit, repair, and maintain artificial limbs and similar devices

· provide rehabilitative and other services to persons in connection with artificial limbs and similar devices

· carry out research and development in relation to artificial limbs and similar devices

· advise the Minister on matters relating to artificial limbs and similar devices.
There are a number of factors that affect our service both now and in the future: population growth and the shift north, ageing population and longevity, ethnic diversity and its correlation to vascular disease and diabetes, technology and changing and growing client expectations. 

This means the Board must find new and innovative ways of delivering its services. We are already doing some of that (e.g. digital imaging, partnership with Paralympics NZ in working with high performance athletes, delivering training courses in amputee care to raise the skill levels of other health professionals, working with international developers and suppliers of limbs), but intend to focus the next five years on:

· continuing to deliver an excellent service to amputees and ensuring we develop and enhance our efficiency and effectiveness

· reviewing our funding model to better reflect changes in new technology and amputee expectations

· communication and branding – including changing the name from New Zealand Artificial Limb Board to Artificial Limb Service

· improving external communication through redevelopment of the website

· professional development of our staff to ensure skill levels updated for continuing technological changes

· building collaborative linkages and/or partnerships with other agencies, such as universities, suppliers, private sector and relevant Government agencies
We look forward to working with the Minister on these challenges and opportunities in the coming years.  We would specifically like to discuss the funding model as it applies to the Ministry of Health, which currently does not encourage the investment approach to amputees.  The investment in prosthetics designed for individual circumstances and lifestyles maximises the independence of amputees.  
During the first term, we would like the opportunity to advise you on the increased privatisation of ACC, so that you may be aware of potentially adverse effects on amputees.  We would also like to discuss the cost increases which NZALB is absorbing which may have an impact on future provision of services.



	Financial Information


Headline numbers

	
	2010/2011Actual $m
	2011/2012Budget $m
	
	2010/2011 Actual $m
	2011/2012 Budget $m 

	Operating Revenue
	8.038
	7.852
	Net Working Capital
	4.903
	4.765

	Operating Expenditure
	8.182
	7.947
	Total Equity
	5.933
	5.889

	Net Surplus / (Deficit)
	(0.144)
	(0.095)
	
	
	


Comment

	Income is primarily sourced through contracts with the Ministry of Health (through Capital and Coast Health) and with ACC. A small number of war amputees are funded separately and a small number of prostheses are provided by private contract.
Of the projected operating revenue for 2011/12, the Crown funding portion is $7.608m.  
Net Assets 30 June 2012 (budgeted) are $5.889m.
The NZALB is a non-profit organisation.  Funding has remained static since 1999, except for small increases that do not fully cover increasing costs.  Corresponding efficiencies have provided some balance, but the agency had a small operating deficit last year.  Deficits are expected to continue to increase at the expense of equity levels.  Reserves are largely dedicated reserves not intended to fund deficits.  Such deficits are simply unsustainable to fund from reserves for the medium and long term. For example, during the last four years, the Property Reserve has funded over $1m for the major refurbishment of Auckland and Wellington Limb Centres, and pending are possible new premises in Dunedin, at the expiry of the current lease in May 2012.
Contributory factors to the shortfall in Ministry of Health funding are:
· Improved technology which can cost more, for example:

· more durable, heavier duty and sophisticated componentry

· wider range of liners and sleeves that give more comfort and less skin breakdown for amputees, instead of stump socks.  Amputees report that the extra comfort derived from the liners and sleeves add value to their lifestyles.  Costs over the last three years amount to approx. $300,000 per year, demonstrating a significant increase in costs over time.
· Public sector salary pressure resulting in increased personnel costs of $0.582m over the past five years (this also impacts on ACC funding)
· Increased rent and outgoings for premises – Dunedin Limb Centre and National Office


	Service Performance

	Focus
	Output/Outcomes

	Capacity
	Organisational capacity to make, fit and service prostheses to at least the same level as previous year

	
	
	Actual 2011
	Actual 2010
	YTD 2011/12

	
	New Limbs Supplied
	734
	687
	198

	
	Remodels
	218
	253
	57

	
	Resockets
	423
	378
	101

	
	Servicing Jobs
	9422
	9,192
	2370


	Focus
	Output/Outcomes
	

	Service to amputees: enhancement through product and staff development: research, shared ideas and new information
	A total of at least 20 training sessions delivered to allied health professionals/ACC staff, and placements for students
	· 4 training sessions delivered to allied health professionals (4 YTD)
· 6 day placements for nursing students and 1 extended placement for physiotherapy student

	Amputee satisfaction with the service
	The percentage of clients who are satisfied with the service will be at least 94% or more (average of 4 surveys)
	Measured three yearly.  In 2011 96% of clients surveyed were satisfied with the service and the target was exceeded by 2%.


Because the service is demand-driven, the emphasis is on maintaining capacity and capability to provide the service rather than increasing production.   The current year is tracking within the expected range of demand. 
The NZALB is committed to providing rehabilitative services, including physiotherapy, to New Zealand amputees. Amputee care is a specialist field that is not part of standard physiotherapy training.  The Board has in recent times been exploring the need for co-location of services such as orthotics and physiotherapy with our prosthetic service. Over the next nine months we will be looking specifically at the potential to do this in Dunedin where the lease for our premises is about to expire.

The NZALB already has well established relationships with such services and regularly conducts training courses for physiotherapists and other health professionals such as orthopaedic registrars, nurses, theatre staff etc. We see co-location as a natural step wherever possible.
Client satisfaction

Client satisfaction with the service is measured three yearly.  Over fifteen years, the overall satisfaction rate has varied between 92% and 96%.  It currently sits at 96%.
The NZALB is conscious, though, that client expectations are growing, in many cases through what amputees see available on the internet.  New Zealand has always had a free prosthetics service and funding was based on much lower cost components.  With the development of more high performance and cost components such as computer and Myo-electric components, and minimal funding increases, there are increasing affordability issues.  The NZALB is exploring other opportunities for funding limbs, for example partnerships such as the one with Paralympics NZ for high performance sporting limbs, special categories of amputees such as those with multiple amputations etc., part payment for e.g. specialised limbs etc.  We look forward to discussing these issues with you.  

Comment

· Over the last ten years there has been a trend for the demand for new and replacement limbs to decrease, while repairs and maintenance jobs have steadily increased.  This reflects the fact that limbs have become more durable over time as technology and new material has been developed.
· Technology application is important for the amputees and NZALB.  For some years the NZALB has had digital imaging technology, which makes the fitting process for amputees faster and more comfortable.  We expect other technology will be developed in the future which may also be of value in the provision of limbs.
· A five-yearly statutory review of the NZALB was held in November 2011.  The Board found that the current manner of operating as a sole national provider for the needs of amputees within a Crown Entity framework was the most appropriate delivery mechanism. 
· It considered that it would be advisable for the NZALB to have a stand-alone act, which would be less confusing than its current place in the Social Welfare Transitional Provisions Act 1990.   Our experience is that confusion is created by the use of the term “board” in the organisation’s name and that this could be avoided by replacing “Board” with “Service”, so that we would be called the “Artificial Limb Service”.  We will be writing to you about this issue in the New Year.
	Value for Money 


The NZ Artificial Limb Board is constantly addressing efficiency issues, and for the past two years has been working with staff to enhance core internal procedures to ensure that individual prescriptions were appropriate and within budget constraints, that quality issues in production were addressed, and that patient notes were recorded fully and accurately.  
An example is in stock levels, which have steadily reduced beyond even targets set for the previous year.  This means funding is not tied up in stock on the shelf, which frees up funding for other purposes.  New processes for direct delivery of stock to Limb Centres have eliminated the need to carry stock reserves, which will lead to lower write-offs.   As well, improved freight arrangements have led to lower timeframes for delivery.  Most stock (sourced from Australia) takes only 48 hours from order to delivery, though stock sourced from the USA and Europe can take from 1-6 weeks.
In addition the NZALB has been working with other departments on the All-of-Government Procurement project, which has led to savings.
A sophisticated IT system incorporating patient files, outcome measures, invoicing, stock management, financials and payroll is regularly updated to keep up with software and hardware improvements. Over the last year, savings have been achieved through streamlining the way IT licences were purchased.  National data network costs were re-negotiated resulting in a 15% reduction in annual costs.  Various other analysis work completed during the year brought efficiency gains, such as a new staff leave system accessible through the internet.  Further savings are being made through participating in the All-of-Government procurement programme.  We do, however, anticipate that more investment in IT will be needed in order to take advantage of technology advances.
	Capability


The structure of the NZALB is five limb centres in Auckland, Hamilton, Wellington, Christchurch and Dunedin, supported by a small national office in Wellington. The Chief Executive is Mervyn Monk, who has held this position since February 2009.
The NZALB provides an individualised service from a team of professionals: prosthetists, prosthetics technicians, physiotherapists and occupational therapists, and orthopaedic surgeons.  The service provides thirteen regional clinics in addition to the limb centres, to reach amputees who have difficulty attending limb centres.  
The workforce is very stable, with a turnover of about 1 per year.  The staff are very experienced but getting older.  The NZALB has a policy to employ only tertiary-trained prosthetists, but this means new staff must be sourced overseas.  Tertiary training alternatives are discussed later in this paper.
FTEs were capped at the 2009 level of 47.5 and have continued to reduce, with a current level of 45.3.    There is very little staff turnover – usually about one per year.  
Leases of Limb Centres are awaiting finalisation for Hamilton and Dunedin.  The Auckland lease was recently signed.  The Christchurch centre was not badly damaged during the recent earthquakes but some repair works have been undertaken.  Had it been severely damaged we would have had to review the delivery of services in the South Island.
	Other Activity / Issues


· Prosthetic components are increasing in complexity and cost.  Amputees, with ready access to the internet, have increased expectations of a better quality of life.   It is becoming more and more difficult to manage such expectations of Ministry of Health clients within the current capped budget.
  
· While there will always be a need for the core funding from ACC and MOH for some patients who are demanding high end limbs as a choice, part payment may be an option.  However, with computerised limbs, there is the associated risk involved in amputees having delays when limbs must be sent back to the manufacturers for servicing, as this cannot be done in New Zealand.   
· One of the options the Board is also exploring is building relationships with the private sector and universities to seek alternative development and research opportunities. 

· There is currently no tertiary qualification for prosthetists provided in New Zealand, and the workforce is aging.  The NZALB has made strenuous attempts with various universities to get a course introduced - to no avail because the numbers are too low to be economically viable.  At present the only source of tertiary qualified staff is from overseas.  The NZALB is continuing to explore solutions such as NZQA unit standards, international scholarships for overseas study and relationships with international institutions, etc. 
	Governance (as at 26 November 2011)


	Member Role
	Name
	First appointed
	Expiry date of term
	Time in office 

	Chair (from 1/09/10)

(Nominee of the Responsible Minister)
	Claire Johnstone 
	5 July 2005
	31 August 2012
	6 years, 4 months 

	Member (Nominee of the Amputees Federation)
	Kerry Wilfred-Riley


	1 March 2010
	28 February 2013
	1 year 8 months

	Member (Nominee of the NZ Orthopaedic Association)
	Barry Tietjens


	1 June 2009
	31 May 2012
	2 years 5 months

	Member (Nominee of the Minister of Health)
	Richard Sainsbury
	15 November 2007
	28 February 2014
	4 years 

	Member (Nominee of the Board)
	George Reedy
	1 March 2011
	28 February 2014
	9 months

	Member (to represent the interests of War Amputees)
	Paula Tesoriero
	1 September 2011
	18 March 2011
	2 months 

	Chief Executive
	Mervyn Monk
	2009
	-
	


The Board has appointed a temporary Deputy Chair, Richard Sainsbury, until such time as the Minister makes a permanent appointment.   New Board members receive induction training, and other training as requested (e.g. financial). 
The current Chair has had six years of NZALB Board experience and has been Chair since 1 March 2011, with her term due to expire in August 2012.   At their last Board meeting, the Board felt strongly that the NZALB needed this experience, knowledge and new impetus to continue for a further term. 
15 December 2011

� ACC clients are handled on a case by case basis and this does not apply to them in the same way.





