
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

 
 
Reference: 20200402 
 
 
22 December 2020 
 

 
 
Dear 
 
Thank you for your Official Information Act request, received on 24 November 2020.  
You requested the following: 
 

a copy of a paper prepared for MoF in July: 

 

Aide Memoire T2020/2152: The Future of Social Sector Commissioning  

 

Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  21 July 2020 Aide Memoire T2020/2152: The 

Future of Social Sector 

Commissioning 

Release in full 

 
I have decided to release the document listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 

 advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, 

 direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams.  This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 

s9(2)(a)
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In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 

 
Keiran Kennedy 
Manager, Welfare and Oranga Tamariki 
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IN-CONFIDENCE 
 

Treasury:4302352v2 IN-CONFIDENCE 1 

 
Reference: T2020/2152    DH-3-2-3-9  
 
 
Date: 21 July 2020 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: Wednesday 22 July 
 
 
Aide Memoire: Social Sector Commissioning: Progress, 
Principles and Next Steps 

Purpose 
 
The Minister for Social development is consulting you on the Social Sector 
Commissioning Cabinet Paper, and discussion document proposed for publication in 
late July. Your feedback has been sought by Wednesday July 22nd, ahead of 
lodgement for SWC on 29 July. 
 
This Aide Memoire provides you with an update of the Social Sector Commissioning 
Project, our view of the discussion document, and suggests some feedback that you 
could provide Minister Sepuloni to support her guidance to the Project Board on their 
programme of work. 
 
This project provides an opportunity to support the provision of higher quality and more 
effective services, better enable more innovative approaches to services, improve 
transparency over funding and the impact of investment, and help provide greater co-
ordination over the approach to Crown partnerships with Maori/Iwi.  
 
While NGO funding has increased significantly through Budget 2020, the long-term 
sustainability of the NGO sector will be an ongoing issue for future budgets. The further 
work outlined in the release document should help to inform the approach to future 
funding decisions, but will also increase pressure for further funding. 

 
It will be important to be able to manage these fiscal risks in a way that balances the 
need for further funding, with assurances that further funding will lead to higher quality 
services and outcomes.  It will also be important that expectations for future funding 
can be managed in a way that is consistent with any future fiscal strategy. This aide 
memoire sets out some suggested feedback you can provide to help manage these 
risks. 
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Context 
 
Government has invested in the social sector significantly through Budget 2019 and 
Budget 2020 to address longstanding cost pressures and provide investment in some 
new social services.  
 
This has enabled the Government to initiate a constructive relationship with the NGO 
social sector and this is moving towards a more active working relationship as 
members of the sector are involved in the Social Sector Commissioning Project Board. 
The Board is currently led by MSD and has multiple representatives from Government 
and the sector involved, including Brenda Pilot from the Social Sector Providers 
Association (SSPA). 
 
Despite significant investment over the last two budgets some cost pressures and 
underlying issues remain: 
 
1. It is difficult for us to quantify what our current investment is in the sector (due to 

the siloed nature of investments through different votes) and difficult to 
understand what the impacts of this investment are. This is important because we 
need better information on the effectiveness of current spend in order to identify 
areas for any additional investment; 
 

2. We know that COVID-19 lockdown had a significant impact on vulnerable groups. 
During lockdown social service providers and Government were able to adapt 
and provide immediate support to those who need it. It will be important to 
continue working flexibly with the sector as we expect an increase in demand for 
social services in the near future due to the ongoing economic impacts of COVID-
19. We also note that significant investment was made during this period in the 
social sector and further clarity around the impact of this investment is needed. 
We are working with MSD to better understand this.  

 
3. 

 
Treasury is represented on the Project Board and we are working with MSD to better 
understand the financial implications once the six guiding principles have been finalised 
and their implications are better understood.  
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Cabinet Paper and Discussion Document 
 
The Discussion Document identifies a number of complex issues that have been 
signalled in a number of other reports such as the Productivity Commission’s 2015 
‘More Effective Social Services’ Report, the findings of the Social Investment Agency’s 
2018 national ‘Your voice, your data, your say’ engagement process and the recent 
Martin Jenkins Report, commissioned by the SSPA (2019). Some of the issues 
identified are: 
 
• A lack of coordination between social services and across Government agencies; 
 
• Long standing cost pressures, and the lack of investment in building the 

capability and effectiveness of the NGO sector; 
 
• A lack of flexible funding models and heavily centralised investment processes; 
 
• Heavy reporting requirements and; 

 
• Lack of data sharing and transparency around how data is used (one way 

information flow). 
  
Key issues we are interested in: 
 
Funding Principles and cost models 
 
The Project Board intends to develop a set of funding principles that will help the sector 
build capability and sustainability longer term. The intention of this work is to provide 
clearer, coordinated oversight on what Government is funding and the impact of that 
investment.  
 
The development of funding principles is likely needing to cover: 
 

• Costing methodology – what constitutes the full-cost of a service 
• Cost-sharing – under what circumstances would Government consider full-cost 

funding vs sharing with other funders 
• Funding allocation – how is limited funding allocated across service types and 

populations. 
 

We also need to support the development of cost models that support NGOs to be 
sustainable while also providing sufficient flexibility.  
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As demand for social services will continue to increase in the COVID-19 recovery 
phase, the need for a sustainable funding model is heightened. Demand for services is 
not static, and demand may increase if increased funding levels result in better 
services or decreased waitlists. Cost models and contracts will need to reflect this risk 
and contain agreed mechanisms to manage it. 
 
We will work with MSD as part of the Project Board to develop costing methodologies 
that will be centred on achieving deliberate, informed and consistent decision-making 
that recognises the true cost of service provision whilst balancing this with the potential 
fiscal implications of adopting these principles over time. 
 
Quality of Services 
 
We think it is important to ensure that increased investment leads to quality 
improvement in the delivery of social services. There is a strong desire to move 
towards a more partnered approach with reduced compliance and reporting 
requirements. This will need to be balanced with developing an approach to monitoring 
investment that provides a clear view of wellbeing impacts, and enables sensible 
decisions to be made about where to invest further (because need is greater and the 
quality of services is high), and where to divest (because there is weak evidence or low 
quality spend).  
 
Maori/Iwi Partnerships 
 
Through this Project, achieving active partnerships between Crown and Maori is one of 
the key priorities. Enabling Maori to self-determine how they wish to respond to social 
needs through supporting more “by Maori for Maori” services will improve these 
partnerships and enable growth in capability, capacity and training of all providers to 
deliver effective services for Maori.  
 
There are a growing number of Iwi/Māori led social service initiatives, which are 
currently evolving in a relatively uncoordinated manner. This project provides an 
opportunity to build a more integrated and fair approach to co-investing with Iwi/Māori 
to improve social wellbeing.  
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Feedback for Minister Sepuloni 
 
In response to Minister Sepuloni’s request for feedback on these papers, we 
recommend that you provide the following priorities for Minister Sepuloni to support her 
guidance to the Project Board on their programme of work. In our view the key, focus 
areas should be: 
 
• Developing an approach to monitoring investment that helps us understand 

wellbeing impacts while moving towards a more partnered approach with reduced 
compliance and reporting requirements; 

 
• Further quantification and clarity of what is currently spent across the social 

sector annually; 
 

• 

 
• Ensuring the partnership approach continues to manage expectations in a fiscally 

constrained environment. 
 
Fiscal Implications  
 
Budget 2020 invested over $1.3b into the social sector1. In the lead up to Budget 2021 
we will engage with MSD and Oranga Tamariki to better understand the impact of 
current investment. 
 

 
 

                                                
1  Investment to address cost pressures 

• $183 million for family violence services 
• $43 million for community-based support for disabled people 
• $20 million to increase accessibility to support services in rural communities. 
• $833 million to provide security of funding for services to people with long-term physical, intellectual 

and/or sensory impairment. 
• $71 million to meet the increasing costs of the wide-ranging emotional and physical needs of children in 

Oranga Tamariki care. 
• $58 million to sustain Oranga Tamariki partnered service delivery, both general cost increases and 

significant personnel pressures. 
• 8,000 more publicly funded houses, in addition to the 6,400 currently being built or in the pipeline, and 

the 1,000 transitional homes in the Homelessness Action Plan. 
• $136 million invested in Whānau Ora over the next 2 years. 

 

 Investment to address the demand pressures on services as a result of COVID-19 
• $27 million to support essential services and communities over the lockdown period  
• $25 million reprioritised to support community outreach and Whānau Ora services.  
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We have asked MSD to update the fiscal implications section of the Cabinet Paper to 
read: 
 
There are no direct financial implications arising from this paper, or the release of the 
discussion document. The discussion document does discuss future funding principles, 
cost methodologies, and suggests a potential shift to fund some services at full-cost 
(noting that some services have already moved to these arrangements, including the 
Family Violence, Sexual Violence and child protection services). This work is likely to 
identify a case for further funding, including new types of cost pressures. 
 
Ashley Stuart, Analyst, Welfare and Oranga Tamariki, 
Sam Tendeter, Manager, Welfare and Oranga Tamariki, 
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