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24 November 2014 

Submission by Platform Trust on Productivity Commission’s Issues Paper (October 2014) 

More effective social services 

 Introduction 

1. Platform Trust is a national network representing a wide range of community 

organisations that provide health and disability support, predominantly in the area of 

mental health and addictions. (See www.platform.org.nz). 

 

2. Most members receive the majority of their funding for the provision of mental health 

and addiction services from the District Health Boards (DHBs). Other sources of funding 

include, but are not limited to, the Ministry of Social Development, Ministry of Health, 

ACC and Corrections.  

 

3. Please note that the views in this submission reflect the experiences and views of a 

range of non-government organisations (NGOs) that are currently providing mental 

health and addiction services to local communities across New Zealand. We understand 

that many of Platform members are independently providing information to the 

Productivity Commission. 

 

4. The submission is presented in five sections: 

a. Context 

b. Contracting issues 

c. Commissioning for outcomes 

d. Summary 

e. Appendix – summary of individual NGO responses 

 

5. Platform Trust has four key recommendations: 

Recommendation One 

Develop one set of agreed rules for how all government and crown agencies must 

engage with, contract with and fund NGOs. For example, the following three documents 

could become the rules, rather than guidelines, for engaging with the social sector: 

• Treasury (2009) Guidelines for Contracting with Non-Government Organisations 

for Services Sought by the Crown and Good Practice 

• Office of the Auditor General (2006) Principles to underpin management by 

public entities of funding to non-government organisations 

• Department of Internal Affairs (Community & Voluntary Sector) Code of Funding 

Practice. 

Recommendation Two 

Given our concerns around commissioning competency and capability, establish strict 

monitoring of government and crown agencies application of the rules proposed in 

recommendation one.  Establish and include a pan-NGO body as an integral partner to 

the monitoring process. 
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Recommendation Three 

Commission an independent report to identify what a contemporary, state provided, 

specialist mental health and addiction service could look like and what therefore could 

reasonably be devolved to NGO and primary care providers. Initiate a pilot in one or 

two DHBs that is benchmarked against the current model delivered by the other 

eighteen DHBs.   

Establish a small team of highly skilled commissioners to oversee changes, working in 

partnership with participating DHBs, NGOs and primary care organisations but not 

employed by them.   

Recommendation Four 

Develop a single agreed contracting matrix (based on high, medium and low trust 

categories) that serves to promote ‘choice and voice’ for service users and their 

families. The matrix outlines the type of contract, the term, level of associated auditing, 

extent of reporting and the degree of provider autonomy at each level in the matrix.  

Section one - context 

6. There has been a wealth of national and international evidence on the damaging 

educational, health, social and economic impacts of childhood disadvantage, neglect 

and abuse which has resulted in a number of cross- government initiatives such as 

the Children’s Action Plan, Addressing the Drivers of Crime initiative and the Prime 

Minister’s Youth Mental Health Project.  

 

7. We believe that it is critical to support a diverse range of high performing providers to 

help meet the needs of people, families/whānau, and local communities. The 

problems that people are contending with are complex and require cross-agency 

solutions that are built on good partnerships and close working ties amongst 

providers.  

 

8. MH&A NGOs are well positioned to be part of this broad social network. They provide 

a wide range of mental health, addiction and wellbeing services as well as some 

highly specialised programmes to specific populations including Māori, Pasifika, 

Asian and Refugees. These services are situated within an even broader spectrum of 

community agencies, all of which are striving to improve social outcomes for people 

in their local communities. Examples of the diversity and different types of MH&A 

services are outlined in the table below: 
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Different types of mental health, addiction and wellbeing NGO programmes 

Social housing, housing brokerage and 
homeless services 

Addiction counselling including methadone 
treatment 

Employment facilitation Residential rehabilitation and treatment services 

Healthy lifestyles programmes Vulnerable children and youth services 

Family and friends support services Eating disorder services 

Whānau ora services Respite, crisis and trauma services 

Refugee and migrant NGO workforce development activities 

Peer support Sector training and cultural competencies 

Intellectual and co-occurring disability services Strategic workforce development 

 

9. In New Zealand, 90 per cent of people who experience mental health and/or 

addiction issues are cared for in the community. Successive governments have 

supported the development of the MH&A NGO sector, especially in the years prior to 

the establishment of the DHBs. In 2007 the Mental Health Commission restated its 

commitment to the NGO sector as having a significant role in the provision of front-

line mental health services.    

 

10. In 2010/2011 there were approximately 395 NGO providers that offered a wide range 

of MH&A services to consumers and their families/whyānau. Collectively, this part of 

the sector attracted about 30 percent1 ($379.9M) of all MH&A funding ($1.252 billion) 

 

11. In 2013/14, the situation has been eroded with fewer numbers of MH&A NGO 

providers (the exact number is unknown) operating in the sector with a decreased 

percentage (28 percent) of the total spend for MH&A services.  

 

12. The number of NGOs has declined due to mergers, services closing and some 

contracts not being renewed. Funders have been quick to reduce their transaction 

costs by encouraging fewer MH&A service providers in the market, but it remains to 

be seen if the drive for greater efficiencies will result in more effective services and 

better outcomes for people and their families.  

 

13. The percentage of funding that is allocated to MH&A NGO services varies 

considerably around the country (see figure 1). In 2012/13 it ranged from 21 percent 

of the DHB’s overall budget for MH&A services (Southern DHB) to 40 percent 

(Wairarapa DHB & Lakes DHB). 

  

                                                
1
 Ministry of Health (2014)  
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Figure 1: Investment in MH&A NGO services overall (National KPI Project, March 2014, p39) 

 

14. As the information is not readily available in a standardised format, it is difficult to 

make reliable year-on-year comparisons, but recent figures show that the adult 

MH&A NGO services continues to attract about 30 percent of all funding for adult 

MH&A services (see figure 2).  

  
Figure 2: Investment in adult MH&A NGO services (National KPI Project, March 2014, p39)

 

 

15. If the information in these two graphs is correct, it would indicate that whilst the total 

investment in MH&A services has continued to increase over time, the erosion of the 

NGO share must be occurring in those MH&A services that target either child & youth 

and/or older persons. This is alarming given that both of these population groups are 

the focus of government policies which aim to address known social issues and 

population change pressures (eg, vulnerable children; meeting the health needs of 

an ageing population).   

 

16. Note that NGO service provision is higher in the alcohol and other drug (AOD) part of 

the sector compared to mental health, with approximately 48 percent of all AOD 

funding (10 percent of the total MH&A spend) being directed to AOD NGO service 

providers.  
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Section two – Contracting issues 

Fair funding 

17. The values and tenets of market liberalism have dominated policy decisions in New 

Zealand since the mid-1980s, with the main form of economic control being through 

prices and competitive markets.  

 

18. Brian Easton (2002) concluded that the New Zealand experience over the early 

1990’s provides strong evidence that comprehensive commercialisation – business 

practices within, market relations between institutions – does not make a significant 

contribution to the design of effective health systems.  It is important to note that 

market contestability in the mental health and addiction sector only occurs where 

28% of the investment occurs (in the NGO sector) not where bulk of the investment 

lies in the provider arm of the District Health Boards. 

 

19. In a recent visit to New Zealand, Professor Julian Le Grand (2014) stated that most 

of the empirical evidence continues to support the use of a quasi-market rather than 

comprehensive commercialisation for the delivery of effective health care, especially 

when the price is fixed.   

 

 

20. However, the situation in New Zealand is that the price paid for MH&A NGO services 

is not fixed. In fact the price paid for very similar MH&A services varies widely across 

the country without any clear justification for the variation (eg, there is a difference of 

$33,389 per annum for a community alcohol and drug FTE). 2  

 

21. The community sector often finds that they are in the position of having to accept a 

price rather than negotiating one. Some DHB funders have not changed the contract 

price for the same service over the past five years despite the growing complexity in 

client needs and the increase in costs to deliver those services.   

 

22. The lack of information about price increases and the lack of transparency in the way 

that funders apply annual Contributions to Cost Pressures (CCP) to community 

organisations makes it difficult for NGOs to budget for service developments. At best, 

this level of uncertainty hinders the ongoing development of community MH&A 

services and, at worst, it risks the financial viability and sustainability of many 

community organisations. 

 

23. The price that funders are willing to pay for NGO services is important because it 

influences workforce entry decisions, education and training decisions, the quality of 

labour, retention and productivity gains and the overall sustainability of the 

organisation over time.  

 

24. The quality of labour is important for improved productivity as a higher skill level 

means that staff are more able to work more effectively with service users and their 

families. It requires a reasonable level of skill to support individuals who have a 

mental health and/or addiction disorder, who are more than likely also suffering from 

                                                
2
 http://www.fairfunding.org.nz/  
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multiple morbidities, are socially and economically disadvantaged and possibly living 

in a household that is also in crisis.  

Clients and their families continue to experience on-going and often 

multiple challenges (physical, emotional, mental, spiritual, social 

and cultural). The main concerns reported referred to housing, 

financial difficulties, food insecurity, barriers to adequate and 

appropriate health/social supports, severe life changes, personal 

and family members’ safety, social isolation and disconnection from 

the family or community (Newtown Union Health Service Annual 

Report, 2014). 

25. It is almost impossible for NGOs to challenge funders about price or the significant 

and unfair differential between DHB funding and NGO funding. For exampleK..our 

FTE rate is expected to meet all costs of service delivery, development, infrastructure 

and capital expenditure. (This is) not so for DHBs who are increasingly our 

competitors. We have lost a number of our top staff to DHBs and the statutory sector 

where significantly higher salaries have been the principle attraction (Platform Trust, 

2009).   

 

26. If no action is taken to level the playing field with regard to what constitutes a fair 

price for NGOs, the national policies that aim to promote the shift of health care 

services from the DHB provider arm into the community sector are unlikely to gain 

any traction.  

Funder competency 

27. The lack of price increases experienced by many MH&A NGOs, particularly over the 

past five years, is very hard to accept when a number of DHBs are underspent 

against the Government’s Budget allocations. Because of the national MH&A ring-

fence policy, these surpluses are very visible; with a $22.85 million underspend being 

reported by DHB funders for the 2012/13 year3 alone. Whilst any surplus has to be 

reapplied to MH&A services in the following year, it is not being used to help address 

the NGO pricing issue.  

 

28. The Mental Health Commission commented on the surplus issue in 2007 and stated 

that one of the problems was that the DHB planning and funding capacity had not 

kept pace with the increases in MH&A funding. In the Report on Progress 2004-05, 

the Commission indicated that it would like to see more development in the capacity 

(and capability) of funders and planners to commission mental health services.  

 

29. Based on the Ministry of Health data there appears to be a correlation between the 

removal of the funder/provider split (HFA to DHB) and the flat-lining of the 

development at the community/NGO end of the support spectrum. 

 

30. A decade has passed since the Commission’s Report on Progress and the situation 

has worsened rather than improved. Urgent action is now needed to address the 

deficit in skills demonstrated by many DHB funders.  

                                                
3
 Ministry of Health (2014) 
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31. NGO service providers will continue to be hampered in their efforts to increase their 

productivity without some level of support from funders who understand their 

commissioning role and who possess the necessary skills to engage with service 

providers and local communities to address the health and social issues that are 

impinging on people.   

The difference between funding and commissioning 

32. Heginbotham & Newbigging (2014) highlights the distinction between the funding of 

services and the commissioning of services. Funders simply assess needs, procure 

services and then monitor service provision. Commissioners bring together the value 

of programme fidelity and the evidence base with a developed understanding of the 

local context, borne from the active participation of local communities and local 

people (p53).  

 

33. O’Brien (2013) describes commissioning as an iterative and collaborative process 

that requires a deep understanding of the evolving needs of the community as well 

as key priorities that need to be delivered. It requires the design and delivery of 

services that can meet these needs and utilise the full capabilities of providers and 

community groups. It also requires the identification and maximisation of 

opportunities for collaboration and innovation to challenge thinking and consider the 

best way to meet needs. 

 

34. What NGOs experience at the moment is not commissioning, it is planning and 

funding, and not of a particularly high standard. As per the previous section on 

‘budget surpluses’, some targeted investment is required to help funders learn how to 

become good commissioners. This is particularly important as the sector moves 

towards a more results based approach. 

Recommendation one 

Develop one set of agreed ‘rules’ for how all government and crown agencies must 

engage with, contract with and fund NGOs.  For example, the following three 

documents could become the rules for engaging with the social sector: 

• Treasury (2009) Guidelines for Contracting with Non-Government Organisations 

for Services Sought by the Crown and Good Practice 

• Office of the Auditor General (2006) Principles to underpin management by 

public entities of funding to non-government organisations 

• Department of Internal Affairs (Community & Voluntary Sector) Code of Funding 

Practice. 

Recommendation Two 

Given our concerns around commissioning competency and capability, establish 

strict monitoring of government and crown agencies application of the rules proposed 

in recommendation one.  Establish and include a pan-NGO body as an integral 

partner to the monitoring process. 
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Section Three - Commissioning for outcomes   

35. The context of the government’s reforms of the mental health and addiction sector in 

the 1990s was one of increased investment and rapid growth, based on some input 

resource guidelines published in the Blueprint for Mental Health Services in New 

Zealand (Mental Health Commission, 1998). The objective was to increase access to 

more and better services in response to some high profile failures of the MH&A 

system.  

 

36. In many respects, the implementation of the Blueprint was a success, as it attracted 

a steady investment in additional MH&A services over a number of years. In more 

recent times there has been a greater focus on whether or not this increased 

capacity is actually delivering ‘value for money’. 

 

37. As funding agreements start to shift from using input and output measures to 

measures of outcome, concerns have been raised about the lack of attention that is 

being paid to the establishment of a transition period that includes some considered 

changes to the contracting infrastructure.  

 

38. For example, the wide-spread introduction of outcome-based agreements into all 

health and social services will require a complete overall of the current accountability 

framework that takes into account the different requirements of a number of related 

sectors (eg, health, social development, disability).  

 

39. It is possible that some existing contract reporting requirements may no longer be 

necessary or useful in an outcomes based contract, in which case organisations will 

need to be given time to transition their staff and their IT systems to accommodate a 

new way of reporting. 

 

40. If we are really serious about looking at a whole of system, whole of investment 

approach then commissioning will need to take into account all the current use of 

resource including that which is currently directly funnelled into Crown agencies 

including DHB mental health and addiction provider services. This is currently where 

the greatest expenditure lies. This would urgently drive a the need to review or 

redefine what constitutes a specialist mental health and or addiction service and what 

could reasonably be considered as in the frame of contestability as originally 

discussed in Better Public Services Advisory Group Report (2011) 

 

41. Such a significant shift in approach will also require a significant shift in mind-set. The 

establishment of an outcome-focused health and social sector will rely on major 

culture change at multiple levels in all parts of the sector. The government will need 

to be prepared to invest in a significant change management process that includes 

training and support for those community providers that have not had the benefit of 

being involved in the implementation of Results based Accountability (RbA) 

agreements funded by the Ministry of Social Development. 

 

42. In addition, government will need to create opportunities to connect the business 

units throughout the Ministry of Health, Ministry of Social Development, Ministry of 

Business, Employment and Innovation, Health Workforce NZ, the Health Quality and 
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Safety Commission, professional bodies, District Health Boards and community 

organisations.  

 

43. Whilst the Better Public Services work programme aims to increase the collaboration 

and sharing of resources across government agencies, most community providers 

continue to experience government departments as being fragmented and operating 

with little knowledge of complementary or parallel projects (eg, streamlined 

contracting pilot).  

 

Recommendation Three 

Commission an independent report to identify what a contemporary, state provided, 

specialist mental health and addiction service could look like and what therefore could 

reasonably be devolved to NGO and primary care providers.  Initiate a pilot in one or 

two DHBs that is benchmarked against the current model delivered by the other 

eighteen DHBs.  

Establish a small team of highly skilled commissioners to oversee changes, working in 

partnership with participating DHBs, NGOs and primary care organisations but not 

employed by them.  

Desirable features of a new contracting framework 

44. The proposed integrated performance incentive framework for primary health care 

(see figure 3) encapsulates some of the features of a more desirable contracting 

framework. It relies upon the concept of system level measures, which are set 

nationally and which are largely based on routinely collected datasets that already 

exist. The contributory measures are locally determined in response to the needs and 

priorities of local communities. Both sets of measures are useful from the perspective 

of promoting collective impact.  

 

45. Please note that the collective impact model was described in an article in the winter 

edition of the Stanford Social Innovation Review (2011). It requires partners from the 

community, government and private sector to come together and systematically align 

their activities around clearly defined goals. The five conditions for a successful 

collective impact initiative are as follows: 

 

• Common agenda – participants have a shared vision for change 
 

• Shared measurement – collecting data and measuring results consistently 
across all participants 
 

• Mutually reinforcing activities – participant activity must be differentiated while 
still being coordinated through a mutually reinforcing plan of action 
 

• Continuous communication – consistent and open communication across all 
participants to ensure trust, shared objectives and common motivation 
 

• Backbone support organisation – a separate organisation with staff to be 
backbone of the entire initiative and co-ordinate all participants’ efforts. 



 

11 

 

 

Figure 3: Integrated Performance and Incentive Funding Framework (Ministry of Health, 2014) 

 

 

46. The integrated performance incentive framework also sets a clear direction and 

provides incentives for providers to move towards a breakthrough level of 

achievement. At the highest level (i.e. high trust) providers are afforded maximum 

flexibility along with reduced levels of compliance and contract monitoring. 

Conversely, organisations that are new entrants, or that have a history of poor 

performance (i.e. low trust), have stricter parameters within which they can operate, 

have to report more information about what they are doing and have to demonstrate 

compliance with a number of relevant standards. 

Recommendation Four 

Develop a single agreed contracting matrix (based on high, medium and low trust 

categories) that serve to incentivise providers and to promote ‘choice and voice’ for 

service users and their families. The matrix outlines the type of contract, the term, 

level of associated auditing, extent of reporting and the degree of provider autonomy 

at each level in the matrix.  
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Summary  

47. It is important to offer service users a choice of providers/services (where this is 

possible) and to use other drivers (eg, consumer choice and voice) as well as 

incentives to encourage providers to become more effective and efficient. However, 

poor pricing practices coupled with increased compliance, complicated contract 

reporting requirements and unrealistic performance targets are compromising the 

capacity of community organisations to deliver high quality services.  

 

48. If the priority now is to make the health and social system more responsive to the 

needs of the local population, then the current model for commissioning community 

services needs to be reviewed in the light of the evidence about what works in other 

sectors and in other jurisdictions.  The scale of productivity improvements now 

required means that funders and organisations will need to look across care 

pathways and services – not just within organisations – to reduce waste and 

eliminate inefficiencies. The collective impact model may offer a way for key 

stakeholders to achieve this. 
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