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1 Executive Summary 
1.1 Purpose 

One of the expected outcomes of this programme is to deliver hard savings as 
a result of improving the value for money the Crown receives on its 
expenditure.  

1.2 Strategic Context - Social Assistance Procurement 

In 2009, the Government initiated the Government Procurement Reform 
Programme, to reform State Sector procurement policy and practice.  A key 
objective is to achieve savings by reviewing government expenditure to 
achieve better value-for-money. 

The Government spends around $18 billion each year on social assistance 
delivered by MSD.  In addition to main benefits, superannuation and veterans’ 
pensions, supplementary assistance is available to meet additional costs, 
assist people in particular circumstances, and to alleviate hardship.  Around 
$2.5 billion per year is spent on supplementary assistance.  Some areas of 
supplementary assistance are currently under review or are already tightly 
targeted.  Others present opportunities to improve value-for-money. 

On 25 October 2011, Cabinet directed MSD to commission an independent 
review of the way that MSD procures goods and services for welfare 
recipients [CAB Min (11) 39/8 refers].  This review followed work on an 
initiative by MSD to accredit medical alarm suppliers, which has saved around 
$8 million per year.  PMMS Consulting Group (a global procurement solutions 
company) was engaged to undertake this review.  PMMS identified a number 
of areas of expenditure as potential areas where preferred supplier 
arrangements could be beneficial, in particular, power, food, gardening 
services, optical products, and whiteware. 

In Budget 2012, the Government announced ongoing procurement targets of 
$16.5 million in 2012/13 and $21.5 million in out years (totalling $80 million 
over the forecast period). 

To support meeting these targets, changes are required to MSD procurement 
of goods and services for welfare recipients. On 30 July 2012 Cabinet [CAB 
Min (12) 26/6 refers] agreed enabling legislation to implement these 
proposals, namely introducing preferred supplier arrangements for areas of 
social assistance expenditure where MSD clients purchase a high volume of 
similar goods or services, and increasing control over the price and quality of 
those goods and services and allowing MSD to decide whether and how it 
funds non-medical costs through DA, including the extent to which these costs 
are funded. 

Cabinet also agreed that MSD will report back on to Cabinet in December 
2012 with specific proposals for achieving Budget 2012 savings targets. 
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1.3 Context – Hardship Assistance for Optical 

The Ministry of Social Development has identified a number of categories 
within the hardship assistance arena where better value for money can be 
achieved.  This paper identifies the opportunities available to achieve better 
value for money for the provision of optical goods and services. 

1.4 Objectives 

The main objectives are to:  

1. Reduce cost to the Crown by reduction of client borrowing 

2. Reduce cost to the client 

3. Reduce frontline processing time  

4. Improve control over price and quality of goods and services  

1.5 Key Findings 

If MSD do nothing, over the next five years, circa: 

• Optical hardship assistance payments for the period will total $XX.X 
million 

• $4.7m increase in optical hardship assistance paid 

• Average optical transaction value increasing by 15% from $461 to $529 
by the end of year 5 

• 3,400 more transactions to process 

• 1,700 hours additional Frontline processing time required  

1.6 Preferred Solution 
Accredited suppliers for the provision of services: 

• Fixed cost eye examination, price set by age range 

• Prescribing criteria set and agreed with New Zealand Association of 
Optometrists (NZAO)  

• Price controlled, low cost OTC hobby spectacle range available from 
accredited suppliers (similar to ranges in Warehouse, pharmacies etc.) 

• Contact lenses restricted to clients who, for medical reasons, cannot 
wear spectacles and qualify for MoH subsidy – MSD to pay only the 
balance above subsidy amount 

Preferred supplier(s) for the fabrication and supply of optical goods: 

• Single vision, plastic stock lenses as default 

• Negotiated percentage reduction in price of frames, lenses 

• No coatings (scratch resistant front and back as standard) 

• Set range of frames within restricted price range 

• New lenses fitted to old frames unless not possible due to frame 
size/type 
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Compulsory for client to purchase optical goods and services from selected 
suppliers if using hardship assistance 

The key characteristics are: 

• The Crown using its purchasing power to leverage price discounts on 
the optical products our clients purchase 

• Clients meeting their optical needs from a restricted product range 

• Fixed, low cost, eye examination – as per a recommended frequency 

1.7 Benefits – REWORK NUMBERS WITH DAN BASED ON 
OPTION 5 

If MSD implement the preferred option (likely discount scenario), over the next 
five years, circa: 

• Optical hardship assistance payments for the period will be reduced to 
a total of $XX.X million 

• $16.2m reduction in optical hardship assistance paid 

• Average optical transaction value reducing by 31% from $461 to $320 
by the end of year 5 

• 5,000 less transactions to process 

• 2,460 hours less frontline processing time required 

This option would provide the optimum reduction in cost to Crown and cost to 
clients: 

• Using the leverage of volume for goods and fabrication, the Ministry 
could negotiate on price 

• Provide geographical coverage appropriate to client location 

• If OTC hobby spectacles were made available at accredited suppliers 
clients seeking an eye examination and being prescribed reading 
spectacles could select from this low cost range 

• Client would receive the eye care they require whilst reducing cost to 
client and the Crown  

• Data from supplier(s) would enable more accurate forecasting and 
product knowledge for ongoing procurement requirements / exercises.  

• Remove the potential for up-selling through: 

o removing incentives to convert to sale  

o restrictions on product range 

o clear guidelines on appropriate prescribing 

o auditable prescribing records 

The benefits to Crown include: 

• A reduction in cost of hardship assistance for optical goods and 
services 

The benefits to the Ministry include: 
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• Simpler process for case managers 

• Clear legislation, policy and operational policy 

• A reduction in administrative time and associated costs 

• Client and the Ministry understand when it is appropriate to apply for 
this hardship assistance 

• Supplier reporting and data analysis is available  

• Improved control over, and oversight of, clients’ expenditure 

The benefits to clients include: 

• Clients can access hardship assistance for immediate and essential 
needs for optical goods and services appropriate to their needs 

• Clients receive eye examinations and/or spectacles, contact lenses at 
a competitive price 

• Spectacles are functional and fit for purpose 

• Clients hardship count is not adversely impacted by multiple 
transactions for one item 

1.8 Impact 

Some of the risks or challenges in implementing the preferred option are: 

• Legislative and policy change is required to allow preferred supplier 
arrangements for restricted goods and services purchased through 
one-off hardship assistance 

• Clients’ choice regarding supplier, range of goods and services, is 
restricted 

• Clients will not be able to access hardship assistance to purchase 
cheaper products such as those on special offer or loss leaders 

• Limited savings to Crown due to recoverable nature of the expenditure 

1.9 Approach to Market 

The procurement approach will be a multi stage RFx process involving two 
stages; Expression of Interest (EOI) and, dependent on the outcome of Stage 
One, The Ministry will engage in discussions with interested supplier(s) or 
issue a Request for Tender (RFT). 

To ensure the market is aware and actively engaged in MSD’s approach to 
market a planned delivery facilitated through the NZAO will take place. 

Stage One will comprise two Expressions of Interest: 

Accreditation for the Provision of Optical Services 

• Clinical Services, comprising all services that involve client interaction: 

a. Eye examinations 

b. Prescriptions 

c. Dispensing (fitting and adjustment services) 
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d. Aftercare services and support 

e. The sale of contact lenses, when client qualifies for Ministry of 
Health Contact Lens Subsidy 

f. The sale of OTC hobby spectacles 

Clinical services require physical interaction between the client and supplier 
and can only be delivered by a qualified registered optometrist.  Accordingly 
only suppliers meeting those legal requirements will be considered. 

Also included will be the sale of contact lenses, where covered by MoH 
Contact Lens Subsidy, and OTC hobby spectacles.  

The Provision of Optical Goods and Fabrication Services 

Respondents will be requested to express their interest in providing either one 
or both of the following: 

• Laboratory Services, comprising making up prescriptions into the 
finished product by supplying and fitting into the frames: 

a. Lenses 

b. Finishes 

• Optical Goods, comprising the supply of: 

a. Frames 

The manufacture and supply of goods does not require physical interaction 
between client and supplier.  Goods supplied have to meet relevant ISO 
Standards; however the supplier does not have to be a qualified registered 
optometrist and the number of suppliers who can supply the goods is 
potentially larger as operations can be delivered from either New Zealand or 
overseas. 

This sends a clear message that the Ministry is seeking to achieve maximum 
savings on goods and will consider several options to meet this outcome. 

In addition, un-coupling clinical services from the sale of optical goods will 
facilitate greater competition and increase the number of potential interested 
suppliers. 

1.10 Conclusion 

The Ministry can expect to achieve significant gains in the delivery of optical 
goods and services via hardship assistance through: 

• Accreditation for fixed price optical services 

• Contracted supply of goods and fabrication with negotiated savings 

• Prescribing and dispensing measures, controls and restrictions 

• A restriction on product range 

• Changes to policy and guidelines 
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2 Purpose 
The purpose of this document is to provide a category review as it relates to 
costs incurred by the Ministry for funds provided to clients enabling them to 
receive optical goods and services via hardship assistance.  This paper 
includes an overview of: 

• the background of this hardship category  

• MSD’s business needs 

• the optical market in terms of demand and supply 

• MSD’s clients 

• products and pricing 

• the challenges to delivering a national service 

• the challenges in accurately determining what we are purchasing 

• the strategic options 

• the preferred option that will best meet MSD’s business needs 

• the financial implications of delivering the preferred option 

• how success will be recognized in practice 

• the activities that need to occur prior to market engagement  

2.1 Business needs 

• Supplier / in-house reporting that is relevant, timely and accurate 

• A streamlined system capable of supporting end to end process 

• Simple quote and/or order process 

• Effective implementation plans 

• Policy and legislation that supports desired best practice 

• Before and after sales support 

• Goods and Services that meet all legislative compliance and quality 
standards 
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3 Background  
3.1 Hardship Assistance - Procurement 

On 25 October 2011, Cabinet directed MSD to commission an independent 
review of the way that MSD procures goods and services for welfare 
recipients1. 

Approximately $220 million is paid annually in one-off assistance payments 
covering 22 categories. 

PMMS Consulting Group (a global procurement solutions company) was 
engaged to conduct an independent review of the way MSD procures goods 
and services for welfare recipients. 

PMMS identified a number of areas within hardship assistance where 
preferred supplier arrangements could deliver better value for money.  Optical 
assistance was one of the areas identified.   

3.2 Hardship Assistance - Optical 

Under the Social Security Act 1964 the Ministry can grant one-off hardship 
assistance to eligible clients who are experiencing hardship for the purchase 
of essential items.  Included under the category of hardship assistance are 
optical goods and services2. 

The cost of providing hardship assistance for optical goods and services is 
approximately $8 - $9 million per annum3.  

The size of the optical market in New Zealand for optical goods and services 
is estimated at $150-160 million per annum4.  MSD client expenditure on 
optical goods and services via hardship assistance represents approximately 
5% of the total market. 

Those who may be eligible for hardship assistance include: 

• people earning low incomes from employment 

• people receiving a pension or main benefit from Work and Income. 

Hardship assistance may be: 

• Paid to the client, or to another person or organisation who provides 
goods or services to the client, direct or via a payment card 

• Recoverable or non-recoverable.  Clients are required to repay 
recoverable assistance back to Work and Income. 

Hardship assistance is paid as a one-off payment to meet specific essential 
expenses.  The current maximum cumulative limit for optical, dental and 
hearing aids is $1,000. 

 
1 CAB Min (11) 39/8 
2 Until earlier this year, MSD did not record the granular detail of payments that specifically related to 
optical assistance, as these payments were part of a broader assistance category which also included 
assistance for dental work and hearing aids 
3 MDS data: 1 November 2009 – June 2012 
4 Excluding off the shelf purchase i.e. from pharmacies and large retailers such as The Warehouse and 
Farmers 
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• clients who receive hardship payments on three or more occasions in a 
twelve month period will be required to:  

o show they have taken reasonable steps to increase their 
income, reduce their costs, or improve their financial 
management, and  

o complete budgeting activities  

• clients who fail to meet these additional requirements may be declined 
further payments 

• the reasonable steps people are required to complete will vary 
depending on the client and their situation but these could include 
arranging automatic payments for bills, consolidating debt to reduce 
repayment costs and cancelling non-essential services 

• budgeting activities will be varied and range from simple self-directed 
activities (e.g. a person completing their own budget) to attending 
budgeting seminars and seeking advice from budgeting services 

• the activities people are required to complete will depend on their 
particular needs 

  Payments received six or more times 

• clients who apply for hardship assistance on a sixth occasion in a 12 
month period will have a comprehensive interview with a case manager 
and any grants they receive will be signed off by a service centre 
manager  

Clear business rules and guidelines supporting the recommended frequency 
of eye examinations would assist case managers in assessing applications 
and reduce the number of hardship assistance payments made under this 
category.  

3.2.3 Children 

The Ministry of Health (MoH) provides a Spectacles Subsidy for children that 
are 15 years and under. 

This subsidy comprises $287.50 (including GST) and a further $51.11 
(including GST) for children requiring an adult size frame8.   

Current annual cost for MoH is $4.7 million with 90% of claims exceeding the 
subsidy amount. 

Ministry data indicates an estimated 630 hardship assistance payments were 
made in the 12 month period for children.  This represents 2.4% or $187,267 
of the total paid by MSD for optical hardship assistance over the period. 

The availability of this subsidy is not widely known by frontline staff and clients 
are rarely directed to it. 

3.2.4 Contact Lenses 

The Ministry of Health (MoH) provides a Contact Lens Subsidy of between 
$30.38 and $388.13 to optometrists and dispensing opticians who fit or supply 
clients who, for medical reasons, cannot wear glasses3:  

 
8 Subsidy can be accessed on an annual basis 
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• where visual acuity with spectacles is less than 6/9 and a significant 
improvement is achieved by fitting contact lenses 

• where extreme spherical power correcting lenses are required (+ or – 
10.00 dioptres) 

• where an ocular condition cannot be corrected by spectacle lenses 

Supplier information shows hardship assistance has been used to purchase 
contact lenses.  It is estimated 990 hardship assistance payments for contact 
lenses were made in the 12 month period.  This represents 0.9% of the total 
paid for optical at a cost of $74,229 per annum. 

Qualifying criteria can only be determined by an optometrist and therefore it is 
not feasible for frontline staff to refer clients to this subsidy.  However, a 
preferred supplier should be directed to apply this subsidy when client 
presents with the qualifying criteria. 

3.3 Client Profile 

Two main age groups have been identified within the Ministry data set, the 40 
years and over and the 39 year olds and younger.  The largest group 
requiring optical assistance is 40 years and over.  This group represents 70% 
of all transactions and 75% of the total paid.  The average spend per 
transaction for this group is $494 reducing to $384 for 39 year olds and 
younger. 

It is forecast/expected that the total paid for optical hardship assistance will 
increase both in the number of transactions and associated value as a result 
of the following drivers: 

• the predicted general population growth 

• the changing age demographic for New Zealand with an increased 
percentage of the population being in the older age brackets, and 

• optical product price increases 

Growth in the number of people seeking hardship assistance for the 
overarching category (Optical, Dental and Hearing) is illustrated in the table 
below: 
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3.5.4 Unemployment  

According to the 2001 Disability Survey15, 8% of people who were seeing 
disabled were unemployed.  This unemployment rate compared to 5.7% of 
the general population. 

3.6 The case for reform 

•   Spend for the period 1 November 2010 – 31 October 2011 was $7.7m 
in recoverable assistance for optical products  

•   the PMMS review identified optical hardship assistance as an area 
where better value-for-money could be achieved via a commercial 
procurement approach 

•   the number of suppliers will be limited to leverage government buying 
power 

•   direct contracting of a preferred supplier/s will be used – e.g. market 
share in exchange for lower pricing and/or better products 

•   this proposal requires legislative and supporting changes to be 
implemented (to be progressed in Welfare Reform Bill 2 – estimated to 
be passed in early 2013) 

3.6.1 Benefits 

Benefits to the Crown include: 

• A reduction in cost of hardship assistance for optical goods and 
services 

Benefits to the Ministry include: 

• Simpler process for case managers 

• Clear legislation, policy and operational policy 

• A reduction in administrative time and associated costs 

• Client and the Ministry understand when it is appropriate to apply for 
this assistance  

• Improved control over, and oversight of, clients’ expenditure 

Benefits to clients include: 

• Clients can access hardship assistance for immediate and essential 
needs for optical goods and services appropriate to their needs 

• Clients receive eye examinations and/or spectacles, contact lenses at 
a competitive price 

• Spectacles are functional and fit for purpose 

• Clients hardship count is not adversely impacted by multiple 
transactions for one item 

3.6.2 Challenges 

•   client choice regarding supplier, goods and price is restricted 

 
15 Statistics New Zealand 2002 
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•   client will not be able to access hardship assistance to purchase 
cheaper products such as those on special offer or cheaper at another 
supplier 
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4 The Product and Pricing 

4.1 Introduction 
 
Research was undertaken by reviewing annual reports, undertaking a search 
for industry standards, papers, surveys and media commentary, both online 
and in print. 

In addition, online analysis of pricing and product comparison was 
undertaken. 

Limited, informal, consultation with purchasers of optical goods and services 
was conducted and a more formal discussion took place with the New 
Zealand Association of Optometrists. 

Site visits were also undertaken to varying sizes and types of optometry 
practices16. 

4.2 The Product  

Optical products can be split into two categories: 

• Clinical services - eye examination, prescription, dispensing of 
spectacles or contact lenses and after care 

• Goods – spectacles: comprising frames, lenses, coatings, contact 
lenses; and fabrication 

4.2.1 Eye Examination 

An eye examination is a series of processes, tests and examinations to 
provide a complete, comprehensive assessment of visual ability, vision and 
eye health. 

A client’s first visit to an optometrist will require a more extensive eye 
examination than a client who is returning for a routine check-up. 

Elderly clients require a more extensive examination due to age related 
degenerative eye conditions and health risks17. 

4.2.1.1 Additional Eye Tests 

In addition to the tests performed during a standard comprehensive eye 
examination, an optometrist may conduct further, more specialised eye tests. 
Additional tests will vary depending on the age and/or various health or risks 
factors of the individual. 

Some clients may only seek a “vision test”, most commonly requested as a 
work related or driving requirement. 

4.2.2 Prescription 

If there is a need for new spectacles, contact lenses or a change to the 
current prescription, a prescription is issued for dispensing. 

 
16 Multinational, national, regional and sole trader 
17 NZAO Practitioner specialising in elderly eye care 
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4.2.3 Spectacles  

There are three components to a pair of spectacles: 

• Lens 

• Frame 

• Coating 

4.2.3.1 Lens 

Lens types: 

• Single Vision - used to correct common visual defects such as 
myopia, hyperopia or astigmatism 

• Bifocals - used for far and near correction, but this older style of lens 
has an obvious line that affects vision, is not as cosmetically attractive 
and can be hazardous for older wearers 

• Multifocal/Occupational - used to correct presbyopia, can see far, 
intermediate and near and have a wide field of vision 

Single Vision Lenses can be stock (pre-ground) or bespoke (ground to order).  
Multifocal/Occupational and Bifocals are all bespoke.  Lenses are fabricated 
in an off-site laboratory, either in New Zealand, Australia or Asia.  Any 
coatings required are also applied at this time and the finished lenses are 
fitted into the frames. 

Lens materials: 

• Plastic - the most common lenses throughout the developed world. 
They are impact resistant and lightweight so they have all but replaced 
glass lenses 

• Higher Index - lighter and thinner than standard plastic lenses. Their 
advantages increase for strong prescriptions. There is a wide variety of 
plastic high index lenses 

The weight of lenses is also a consideration when prescribing for elderly 
patients.  The skin around the eye area can become extremely fragile with 
age and can tear or develop sores if the lenses are too heavy. 

4.2.3.2 Frame 

Some suppliers have a range of up to 700 frames.  The lower priced, non 
branded frames are not always easily accessible to clients and there is a 
limited range to choose from.  We have noted that at least one optician had 
non branded frames kept in an unmarked drawer which had to be requested. 

Branded and Designer frames represent the mid and high end of the pricing 
range.  A ‘desirability’ premium is added to these frames. 

Frames can be made of plastic or metal and are either: full, semi-rimless or 
rimless. 

Different sized frames are needed to accommodate different types of lenses 
and also head sizes and bridge widths.  Supplementary to this, frames come 
in different shapes to suit face types and changing fashions. 
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The weight of frames is a consideration when prescribing for elderly patients.  
The skin around the eye area can become extremely fragile with age and can 
tear or develop sores if frames are too heavy. 

4.2.3.3 Coatings 

A number of treatments and finishes can be added to lenses.  The variety and 
naming conventions between suppliers is broad and inconsistent and for the 
purposes of this review have been categorised: 

• Basic 

o Scratch Resistant - increases the durability of plastic lenses.  
This is  now included for most lens types 

o Anti-Reflection/Ultra Clear - eliminates reflections. They 
enhance contrast and improve night driving 

• Intermediate 

o Driving Tint - enhances contrast and blocks UV light to give a 
clearer view of the road 

o Transition - darken in sunlight, are clear indoors and protect 
against UV rays 

o Polaroid - protect against the sun's reflected glare  

• Advanced 

o All-in-One - combination treatment of easy-clean, scratch 
resistance and anti-reflection. includes an anti-static layer which 
takes electro-static charge away from the lens surface and 
repels dust, making lenses easier to keep clean 

o Drivewear – a combination of Polaroid and Transition  

4.2.4 Over the Counter Hobby Spectacles  

Over the Counter (OTC) hobby spectacles are low cost, single vision 
spectacles that can be purchased without prescription. 

OTC hobby spectacles are available in a range of magnification, usually in .5 
dioptre gradients from 0.5 to 3.5.  Both lenses are of the same magnification.   

Unless there is a significant difference in the dioptre between each eye or 
magnification is required at a strength not available in this range, OTC hobby 
spectacles are suitable for most users requiring spectacles for reading or 
close vision assistance. 

4.2.5 Contact Lenses 

A contact lens is a lens placed on the eye.  Contact lenses are considered 
medical devices. 

When compared to spectacles, contact lenses typically provide better 
peripheral vision, and do not collect moisture such as rain, snow, 
condensation, or sweat.  This makes them ideal for sports and other outdoor 
activities.  Additionally, there are conditions such as keratoconus and 
aniseikonia that are typically corrected better by contacts than by spectacles. 
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Contact lenses are classified by wear schedule (how long a lens can be worn 
before removing it), and replacement schedule (how long before a lens needs 
to be discarded). 

4.2.5.1 Prescription 

Prescriptions for contact lenses and spectacles may be similar, but are not 
interchangeable. 

The parameters specified in a contact lenses prescription may include: 

• Material / Brand name 

• Base curve radius  

• Diameter 

• Power in diopters 

• Centre thickness 

4.2.5.2 Wear Schedule 

• Daily Wear – designed to be worn for one day and then thrown away 

• Extended Wear – can be worn day and night for up to 30 days 

4.2.5.3 Replacement Schedule 

• Two Weekly – worn and cleaned daily and replaced with new lenses 
every two weeks 

• Monthly – worn and cleaned daily and replaced with new lenses every 
month 

4.2.5.4 Tint 

Many brands of contact lenses are lightly tinted to make them easier to locate 
and handle. 

Contact lenses worn for cosmetic reasons, for example to change the colour 
of the eye, are far less common and account for approximately 3% of contact 
lens fits in 200418 and would not qualify for hardship assistance. 

4.3 Pricing - Retail 

Pricing varies greatly between suppliers, though generally market leaders are 
able to price their products and services more competitively than the smaller 
suppliers, due to bulk purchasing power. 

4.3.1 Spectacles 

Basic OTC hobby spectacles are generally not available at optometrists but 
can be purchased for $10 - $40 from large retailers. 

Pricing is not transparent, with some elements bundled together, e.g. two for 
one deals and free or discounted eye examinations often used as loss 
leaders. 

 
18 Morgan PB et al. “International Contact Lens Prescribing in 2004: An analysis of more than 17,000 
contact lens fits from 14 countries in 2004” Contact Lens Spectrum. January 2005 
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4.3.4 Discounting and Special Offers  

Discounts are readily available from both the large market leaders and the 
small independents. 

OPSM and Visique are currently offering a 15% discount on a pair of 
spectacles, whilst Specsavers offer 30% off a pair of spectacles from the 
$169+ range. 

Specsavers are offering between 15% and 38% off their retail prices for 
contact lenses.  Additional savings can be made by ordering online. 

The small independents offer between 10% - 50% off eye examinations and 
10% - 15% off frames. 

There are other offers on the market such as free eye examinations for AA 
members at Specsavers. 

The ability for optical retailers to regularly provide these discounts illustrates 
there is sufficient profit margin on optical goods and services to allow the 
Ministry to leverage significant savings from its purchasing power. 

4.4 Pricing - Wholesale 

4.4.1 Spectacles 

Wholesale prices and retail profit margins are difficult to source - pricing 
schedules are available only to retailers and distributors.   

However, initial research indicates that frames can be purchased from US$1 - 
US$420.  A pair of quality spectacles can be manufactured for approximately: 

• US$7 including single vision lens 

• US$29 including progressive lens and  

• US$24 including bifocal lens21 

4.4.2 Contact Lenses 

Wholesale prices and retail profit margins are difficult to source – pricing 
schedules are available only to retailers and distributors.   

4.4.3 Distribution Costs 

Supplier information indicates that optical product components are made in 
Asia with China being one of the largest producers.   

Frames, lenses and contact lenses are all relatively small and lightweight and 
as a result this may translate into distribution costs forming only a minor part 
in the overall cost make-up of a pair of spectacles. 

 
20 www.dhgate.com, www.made-in-china.com 
21 www.zenithoptical.com 
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5 Understanding the Supply Market 
The purpose of this section is to gain understanding of the supply market, how 
it performs and how we buy from it.  

Information in this section has been gathered from industry research, 
independent professional advice and published company’s information. 

5.1 Regulatory requirements 

5.1.1 Optometrists 

Optometrists and Dispensing Opticians are governed by the Optometrists and 
Dispensing Opticians Board (ODOB).  The Board was established to carry out 
functions determined by the Health Practitioners Competence Assurance Act 
2003 (HPCA).  Members are required to comply with: 

• Standards of Clinical Competence for Optometrists; 

• Standards of Ethical Conduct; and 

• Standards of Cultural Competence 

as described by the New Zealand Association of Optometrists (NZAO) and 
the ODOB. 

To ensure clients clinical requirements are met, one of the fundamental 
qualifying criteria that the provider/s will need to satisfy is to demonstrate that 
they are registered as a practicing member of the NZAO and ODOB and 
comply with the HPCA. 

5.1.2 Products 

Standards New Zealand is the operating arm of the Standards Council and 
part of New Zealand’s standards and conformance infrastructure.  Standards 
New Zealand is an autonomous Crown entity responsible for managing the 
development and distribution of Standards across a range of sectors 
nationally. 

Standards New Zealand manage the International Organization 
Standardization (ISO) that develops and ensures goods manufactured 
anywhere in the world are safe to use. 

Optical goods procured in this category need to meet all relevant standards, 
such as ISO 12870:2012 Ophthalmic optics – Spectacle frames – 
Requirements and test methods.   A fuller list of these standards is outlined in 
(Appendix X). 

5.2 Market Overview 

The New Zealand market appears to be an oligopoly with two major players 
holding 46% of the market, a co-operative with 13%, and the remaining 41% 
spread across an independent network of 23 affiliated practices and several 
hundred small independents operating via single or multiple stores.  Three 
suppliers have 66% of the Ministry’s clients’ business: 





 30 

 Visique market themselves as a New Zealand owned and operated company 
promoting professionalism, excellence and trust. 

5.4 Purchasing Methods  

5.4.1 Optometrists 

Spectacles and contact lenses purchased from an optometrist are made up 
from a prescription based on the client’s optical needs.  All hardship payments 
for optical assistance are indirectly made to optometrists. 

5.4.2 Large Retailers – Over the Counter 

OTC hobby spectacles can be purchased without an eye examination at 
pharmacies and large retail stores i.e. Farmers, The Warehouse.  40% of the 
general population chooses to meet their optical needs this way22.  However, 
without an eye examination there is a risk that clients are not ‘best’ meeting 
their optical needs and underlying health risks and issues are not being 
identified. 

Only single vision OTC hobby spectacles of limited strength are available via 
this type of retail outlet. 

OTC hobby spectacles are not generally available at optometrists. This can 
act as a barrier to clients who would like/need the eye health care of an eye 
examination without having to incur the expense of having to purchase from 
the more expensive range of spectacles that are available at optometrists.   

Contact lenses cannot be purchased by this method. 

5.4.3 On-line 

5.4.3.1 Spectacles 

Prescription spectacles can be purchased on-line, however:  

• Prescription spectacles are a custom-made item. Not only are there 
different designs and materials of both frames and lenses as well as 
different lens coatings, but everybody's head and eyes are different, 
too.  Accurate measurements are required for a proper fit 

• The optical centre of a lens is the part that gives the truest vision, and 
should be directly in front of the pupil. To determine how to place the 
lenses in the frames so the optical centre is correct, the laboratory 
needs to know the distance between pupils, or PD.  It can be difficult to 
measure your own PD. Dispensers require a great deal of experience 
to be able to measure PDs correctly, and even experienced 
optometrists have difficulty taking their own in a mirror 

• The way that spectacles fit is another important factor. Frames that are 
too large or that don't fit the bridge of the nose properly can slip. Not 
only is that uncomfortable, but this can cause headaches if you're not 
looking through the optical centres of the lenses 

• Alternatively, if the spectacles are too small, they will be uncomfortable 
to wear; they can pinch the sides of your head and leave red marks on 

 
22 Fair Go, 11 April 2012 
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your temples. They also can cause discomfort behind your ears or on 
your nose 

• Buying bifocal and multifocal/occupational lenses online presents 
additional challenges.  Fitting multifocal lenses is an intricate process 
because an additional prescription power is added to the lens, and 
additional measurements must be taken 

• Most on-line retailers shy away from offering bifocals and 
multifocal/occupational lenses, although some give shoppers the option 
of contacting them via e-mail and going through the process on an 
individual basis, rather than by completing a form 

• Resolution of client product issues and disputes can be problematic 

• No hardship assistance payments are currently made for online 
purchases 

5.4.3.2 Contact Lenses 

Whilst contact lenses are available on-line at a significant discount to store 
prices, the more complex contact lens prescriptions that would qualify for 
hardship assistance are not available on-line.   

Quality can also be an issue with purchasing using this method unless 
purchasing is of branded products made through a reputable retailer. 

5.5 Market Sustainability 

New Zealand’s annual revenue for optical goods and services23 is estimated 
at $150 - 160 million.  Client expenditure on optical goods and services via 
hardship assistance represents 5% of this total. 

5.6 MSD client attractiveness to market 
Industry consultation24 was undertaken to establish the potential 
attractiveness of MSD client base.   

It was considered that the major suppliers would be keen to acquire the whole 
of MSD business for the sale of goods by offering free or heavily discounted 
eye service delivery as a loss leader to win the business.  For this to be 
advantageous to the suppliers it would require the supplier to retain the ability 
to over prescribe and/or up-sell to recoup the loss on services. 

Of the smaller suppliers, most were client-base neutral, some saw MSD 
clients as undesirable and not fitting with their image whilst some established 
their businesses in specific areas to service the needs of low socio-economic 
clients. 

 
23 Excluding over the counter hobby spectacles 
24 New Zealand Association of Optometrists 
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6 Challenges 
6.1 Geographical  
The provision of optical services requires physical interaction between the 
client and the supplier. 

Suppliers with national coverage focus on main centres and the more affluent 
suburbs where customers have more disposable income or discretionary 
spend.  Whilst these locations are accessible for some clients, for others 
accessibility is problematic because of mobility issues, access to transport 
and additional costs for transportation. 

The table at Appendix X shows the location by service centre of clients 
accessing hardship assistance for optical against the store locations of the 
three lead suppliers. 

Specsavers has 42% location coverage, OPSM 44% and Visique 37%.   

In total, 65 of the 138 locations (47%) used by MSD clients making purchases 
with hardship assistance for optical,25 are not serviced by any of the main 
suppliers. 

6.2 Transaction Details 
MSD data does not itemise the components of transactions.  Supplier data is 
extremely limited and whilst, from the small amount of sample data available, 
we can determine what components were purchased, the composition of each 
transaction is not known. 

This makes accurately establishing how clients are purchasing extremely 
challenging.  By extrapolating the limited supplier data we have best 
endeavoured to create likely transaction profiles. 

 
 

 

 
25 Excluding Super/Studylink – purchase location data not available 
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7 Current State – Status Quo 
7.1 Process  

The standard process for paying a Special Needs Grant (SNG), Advance 
Payment of Benefit (Advance or ADV) or a Recoverable Assistance Payment 
(RAP) sits within the current standardised process for providing financial 
assistance. The relevant steps are the same, and are completed in the same 
order.   

The basic process26 when a client is applying for optical hardship assistance 
is as follows: 

• Meet and Greet 

• Identify person applying for assistance 

• Identify the person’s needs and circumstances 

• Identify best course of action/options 

• Create or update Service Plan 

• Book a follow-up appointment 

• Authenticate 

7.2 Additional information 

• Focus is on essential and immediate need.  One of deciding factors is 
“what is the likely impact of not providing this hardship assistance?”  

• A service centre manager is required to provide their approval in some 
situations i.e. discretion is required regarding high levels of debt or 
exceeding maximum values 

• Clients can purchase optical goods and services from any optometrist 
they wish 

• There are no restrictions of what frames, lenses or coatings the client 
can choose 

• The payment card defaults to a 3 day expiry unless an alternative date 
is manually entered by the case manager for this transaction 

• The same code is used in the CMS to record hardship assistance 
payments for optical, which is bundled together with dental and hearing 
aids27 

• No supplier reporting or data analysis is currently provided 

 
26 Detailed process at Appendix __ 
27 Coded separately from 7 February 2012 
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8 Future State 
8.1 Objectives (Key Success Indicators) 

For the Crown: 

• A reduction in the associated costs for the provision of hardship 
assistance for optical goods and services 

For the Ministry: 

• Simpler process for case managers 

• Clear legislation, policy and operational policy 

• A reduction in administrative time and associated costs 

• Client and case managers understand when it is appropriate to apply 
for hardship assistance 

• Improved control over, and oversight of, client expenditure 

• Supplier reporting and data analysis is available 

For the client: 

• Client can access hardship assistance for immediate and essential 
needs for optical goods and services appropriate for their needs 

• Clients receive eye examination and/or spectacles, contact lenses at a 
competitive price 

• Spectacles and contact lenses are functional and fit for purpose 

• Clients hardship count is not adversely impacted by multiple 
transactions for one item 

8.2 Process 

The desired future state is as follows: 

• Client visits a service centre or makes contact online seeking 
assistance for an eye examination and/or spectacles, contact lenses 

• The case manager checks if client has had assistance for an eye 
examination/ spectacles, contact lenses within a recommended time 
frame for their age group 

• The case manager processes application in CMS, following the correct 
business practice, which generates a system recommendation to grant 
or decline the assistance payment based on system rules 

• The case manager fills in the hardship assistance application on the 
system for an eye examination and also for spectacles/contact lenses if 
eye examination determines spectacles/contact lenses are required to 
an approved amount (to be set once we have been to market and 
prices are contractually agreed) 

• The case manager advises the client of the minimum (eye examination 
only) and maximum (spectacles prescribed) amount they may be 
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required to pay and agrees a repayment schedule based on those two 
possible scenarios 

• The client signs the hardship assistance approval form 

• The client arranges an appointment with an accredited optometrist and 
takes their hardship assistance approval form as approval to proceed 

• The client has an eye examination: 

If spectacles or contact lenses are not required: 

• Accredited Optometrist invoices MSD for eye examination, and 
OTC hobby glasses if they are purchased, (consolidated billing) 
and relevant amount is charged on to the client’s account 

If spectacles or contact lenses are required: 

• Accredited Optometrist invoices MSD for eye examination 
(consolidated billing) and relevant amount is charged on to the 
client’s account 

• Preferred Supplier for Goods and Fabrication Services invoices 
MSD for spectacles or contact lenses (consolidated billing) and 
relevant amount is charged on to the client’s account 
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9 What success will look like 
• A sustained reduction in the cost to Crown for the provision of hardship 

assistance for optical 

• A sustained reduction in the amount of frontline processing time 

• Fewer transactions processed:  

o Clients accessing hardship assistance for optical at a frequency 
aligned to optometry recommendations 

o Clients not requiring multiple visits to service centre for one 
transaction 

• The ability to monitor compliance and make accurate forecasting and 
procurement decisions as a result of: 

o Comprehensive supplier data 

o Comprehensive MSD data  

• All transactions are fully compliant with specifications 

• An open and mutually beneficial relationship with the optical industry 
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No opportunity for up-selling as accredited service providers do not receive payment 
for goods provided 
Ensures lowest cost products that meet clinical requirements only are prescribed 
Allows better Ministry visibility of spend size and composition and to restrict product 
range 

 

10.3 Options Summary  

10.3.1 Option 1 – Do Nothing 

This option would: 

• Not reduce cost to Crown  

• Not reduce cost to the client 

• Not reduce front line processes or include any system improvements  

10.3.2 Option 2 – Negotiate with top four suppliers nationally 

This option would: 

• Achieve only limited reduction in cost to Crown 

• Achieve only limited reduction in cost to the client 

• Not provide the geographical coverage required 

10.3.3 Option 3 – Negotiate with a small list of suppliers by urban centre 

This option would: 

• Achieve only minimal reduction in cost to Crown  

• Achieve only minimal reduction in cost to the client 

• Require multiple contracts 

• Not reduce front line processes  

• Not provide the geographical coverage required 

10.3.4 Option 4 – Negotiate with one or two major supplier(s) 

This option would: 

• Achieve the maximum reduction in cost to Crown 

• Achieve the maximum reduction in cost to the client 

• Only require one or two contract(s) 

• Reduce front line demand through a reduction in the number of 
applications (not including projected demographic growth)  

• Reduce processing time, through improved guidelines and systems, 
and reduction of number of suppliers to select from 

• Not provide the geographical coverage required 

10.3.5 Option 5 – Accredited Suppliers for Clinical Services, Preferred 
Supplier(s) for Fabrication and supply of Goods  

This option would: 
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• Achieve the maximum reduction in cost to Crown 

• Achieve the maximum reduction in cost to the client 

• Only require one or two contract(s) for goods 

• Require accreditation of multiple suppliers for services 

• Reduce front line demand through a reduction in the number of 
applications (not including projected demographic growth)  

• Reduce processing time, through improved guidelines and systems, 
and reduction of number of suppliers to select from 

• Provide the geographical coverage required 

10.4 Preferred Option 

Option 5 would provide the optimum reduction in cost to Crown and cost to 
clients: 

• Using the leverage of volume for goods and fabrication, the Ministry 
could negotiate on price 

• Provide geographical coverage appropriate to client location 

• If OTC hobby spectacles were made available at accredited suppliers 
clients seeking an eye examination and being prescribed reading 
spectacles could select from this low cost range 

• Client would receive the eye care they require whilst reducing cost to 
client and the Crown  

• Data from supplier/s would allow more accurate forecasting and 
product knowledge for ongoing procurement requirements / exercises 

• Remove the potential for up-selling through: 

o clear guidelines on appropriate prescribing 

o removing incentives to convert to sale  

o Auditable prescribing records 

10.5 System Changes 

System or process changes are deemed to be minimal at this stage and will 
be dealt with via the BAU process.  At present no capital outlay is required.  
The Ministry has an in house IT system team to support necessary changes. 

10.6 Additional Administrative Costs 

No additional one off or ongoing cost to implement the preferred option has 
been identified.  The Ministry has an in house Procurement Solutions Team to 
implement the preferred option and will be dealt with via the BAU process. 

10.7 Behavioural Changes 

Specifications for the prescribing and dispensing of goods and services in this 
category have been developed, based on research and in conjunction with 
consultation with the New Zealand Association of Optometrists.  
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These specifications (Appendix X) provide a clear, measurable and auditable 
set of qualifying criteria of when and how to best meet a client’s optical needs. 

10.8 Restricted Product Range 

A restricted product range will enable the Ministry to control up-selling and 
restrict add-ons that are desirable rather than essential. 

Detailed supplier reporting and auditing will assist in monitoring purchasing 
patterns and eliminate non-essential purchases. 
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11 External Consultation 
11.1 New Zealand Association of Optometrists 

A preliminary meeting with representatives from the Ministry’s Social Assistance 
Procurement Team and the New Zealand Association of Optometrists (NZAO) 
took place on 2 July 2012 with: 

• Dr Lesley Frederikson, Director of the New Zealand Association of 
Optometrists NZAO  

• Andrew Sangster, Member NZAO 

• Geoff Sargent, Member NZAO 

At the meeting it was agreed that there was value in establishing a subject 
matter working group comprising three NZAO members: 

• Andrew Sangster, Member NZAO 

• Geoff Sargent, Member NZAO 

• Wilson Sue, Member NZAO 

Three half day sessions were used to: 

• Develop and agree the specifications for: 

o Services – Eye Examinations 

o Services – Prescribing, Dispensing and Additional Care  

• Determine, develop and agree all administration and reporting to be 
included as part of the Optometrist fee for services (including 
prescribing and dispensing) 

• Determine and agree age bands for pricing model 

• Determine fees for each age band  

• Beta test specifications  

• Agree on approach to market  

• Recommendations for an independent subject matter expert to sit on 
Evaluation Panel 
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12 Financial Impact 
12.1 Introduction 

 

DC comments on max limit context for 3 spend types / appropriateness, 
limitations of data / information, complexities of supplier pricing models / lack 
of granular detail / holding a charge for eye test, opportunity cost converted 
into price discount/ not factored in changes in other purchasing patterns ie 
may use saving to get teeth done / sustainability of preffered supplier pricing / 
long term impacts to market / key future inluences in the context of optical 
overall economy / introduce with a special MSD range / different start prices, 
create its own catergory / with own limit, significance of recoverable and non 
recoverable changes / cashflow impact to crown / long term supplier reaction 
– key to manage via contract, the range may change within the product range 
/ is it unrealistic to put a product range on a set of products that are so 
individual / relies on preffered supplier having the appropriate range (confirm 
on risk register with Sara) also bring in the SNG saving element, discussion 
limitations, 1 year data, pro rata split across the payment types, Tsy/ Nick G to 
advise on additional cashflow benefit best place, is it ok to quantify,  

 

The main objectives of the preferred solution are to:  

1.  Reduce cost to the Crown by reduction of client borrowing 

2.  Reduce cost to the client 

3.  Reduce the cost of transactional processing  

4.  Improve control over price  

5. Control quality and type of goods and services delivered 

In order to ascertain whether or not the objectives above were best met by the 
preferred option, the status quo (current state) has been tested against the 
‘most likely’ scenario that would be achievable under the preferred option. 

12.1.1 Key Findings 

If MSD do nothing, over the next five years, circa: 

• Optical hardship assistance payments for the period will total $XX.X 
million 

• $4.7m increase in optical hardship assistance paid 

• Average optical transaction value increasing by 15% from $461 to $529 
by the end of year 5 

• 3,400 more transactions to process 

• 1,700 hours additional Frontline processing time required 

If MSD implement the preferred option (Likely discount scenario), over the 
next five years, circa: 
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Total Paid $ 7,836,097 8,252,106 8,546,203 8,850,782 9,166,216 

            

Optical Recipients 15,542 15,968 16,150 16,333 16,519 

Transactions 16,295 16,742 16,932 17,125 17,319 

            

Average Transaction Value $ 481 493 505 517 529 

 

12.2.4 Productivity – Frontline Processing  

MSD currently process approximately 17,000 transactions a year, equating to 
8,500 hours per annum or equivalent to 5 FTE’s. 

The number of transactions is forecast to gradually increase over the next 5 
years (see table 2).  

12.3 Preferred Option – Option 5 

12.3.1 Products and Unit Prices 

One of the objectives of this option is to achieve better value for money by 
leveraging MSD’s purchasing power to achieve price reductions on optical 
goods and services. 

A discount matrix has been developed in order to produce a most ‘likely’ 
pricing discount scenario32.   

Whilst the exact value of discount on each product is not certain until MSD 
have finalised an agreement with a preferred supplier, the estimated discount 
for each product has been determined and assessed in relation to: 

• Initial research and indicative findings from the PMMS review 

• Gross profit margin estimates  

• Wholesale price indications 

• Buying power of large suppliers (Supplier – buying power, mission 
statements and other relevant strategies)  

• International retail price comparisons (Appendix X) 

• The value / size of MSD client share – 5% of total optical market33 

• The MSD restricted product range (Non branded products / list TBC) 

 
32 Option 5 – Transaction Profile Percentages and Cost Calculations: A6403271 
33 Excludes off the shelf purchases 
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12.5 Summary 
DAN TO WRITE 
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13 Pre-Market  
Prior to going to market the following needs to occur: 

13.1 Legislative changes 

This proposal requires legislative and supporting changes to implement (to be 
progressed in Welfare Reform Bill 2 – estimated to be passed in March 2013). 

13.2 Independent Advice 

Optometrists and Dispensing Opticians are governed by the Optometrists and 
Dispensing Opticians Board (ODOB).  The Board was established to carry out 
functions determined by the Health Practitioners Competence Assurance Act 
2003 (HPCA). 

To ensure health and safety requirements of optical were met an independent 
professional review was undertaken of the specifications of the goods and 
services being procured. 

A subject matter working group to undertake this work was sourced via the 
New Zealand Association of Optometrists (NZAO). 

In addition, it is recommended that a subject matter expert be on the tender 
evaluation panel. 

13.3 Communications Plan 

To ensure the smooth and successful implementation of this project, it is 
essential that a well planned and timely communications plan (Appendix X) is 
developed. 

13.4 Guidelines and Processes 

A number of guidelines, processes and supporting systems are required to 
enable the delivery of hardship assistance.   

To support the implementation of the preferred option it is essential that all 
relevant guidelines, processes and systems are identified and updated prior to 
the go live date (Appendix X).   

13.5 IT Plan 

Identify the IT elements required to support the preferred option. 

To ensure the smooth and successful implementation of this project, it is 
essential that a well planned and timely IT implementation plan (Appendix X) 
is developed. 

13.6 Service Delivery - Frontline Staff Training 

It is essential that a well planned and timely service delivery training 
programme (Appendix X) is developed to ensure all relevant staff are fully 
able to deliver the requirements of the preferred option. 
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14 Approach to Market 
The procurement approach will be a multi stage RFx process involving two 
stages; Expression of Interest (EOI) and, dependent on the outcome of Stage 
One, The Ministry will engage in discussions with interested supplier(s) or 
issue a Request for Tender (RFT). 

To ensure the market is aware and actively engaged in MSD’s approach to 
market a planned delivery facilitated through the NZAO will take place. 

Stage One will comprise two Expressions of Interest: 

• Accreditation for the Provision of Optical Services 

• Provision of Optical Goods and Fabrication Services 

14.1 Rationale 

The rationale for separating optical goods and services is to:  

• Differentiate between clinical services, and the sale and fabrication of 
optical goods  

• Remove the ability to over prescribe and/or up-sell 

• Ensure there are sufficient respondents who are able to meet our 
needs in geographically appropriate areas 

Un-coupling clinical services from the sale of optical goods will facilitate 
greater competition and increase the number of potential interested suppliers. 

This sends a clear message that the Ministry is seeking to achieve maximum 
savings. 

14.1.1 Accreditation for the Provision of Optical Services  

Clinical services require physical interaction between the client and the 
supplier and can only be delivered by a qualified registered optometrist.  
Accordingly only suppliers meeting those legal requirements will express 
interest and be considered. 

By accrediting suppliers who meet our requirements and can offer the 
services at the agreed price the market remains open to small independent 
suppliers.  This is of benefit to locations that the large suppliers do not, or will 
not service. 

Accreditation is a flexible solution that can be awarded or cancelled without 
risk to supply and to meet changing needs of the market. 

Accredited suppliers will be paid a fixed fee to provide the specified services 
and prescribe within agreed parameters.  Non-compliance will result in the 
cancellation of accreditation for that supplier.  

14.1.2 Provision of Optical Goods and Fabrication Services 

The manufacture and supply of goods does not require physical interaction 
between client and supplier.  Goods supplied have to meet relevant ISO 
Standards; however the supplier does not have to be a qualified registered 
optometrist and the number of suppliers who can supply the goods is 
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potentially larger as operations are not location dependent and can be 
delivered from either New Zealand premises or overseas. 

14.2 Stage One 

Two Expressions of Interest, for a period of six weeks: 

Accreditation for the Provision of Optical Services will be seeking interested 
parties to demonstrate in their response: 

a. The ability to meet the clinical needs and requirements of our clients, 
including: 

• Eye Examinations, diagnostic services and referrals 

• Prescribing 

• Dispensing (fitting and adjustment services) 

• Aftercare services and support 

b. The sale of contact lenses, when client qualifies for Ministry of Health 
Contact Lens Subsidy 

c. The sale of OTC hobby spectacles 

d. The ability to meet business requirements, including: 

• Geographical location and representation  

e. Value added items beneficial to the overall service 

f. Auditable reporting 

It is extremely unlikely Suppliers that can provide the services required would 
consider using or would be comfortable using GETS.  To ensure the market is 
aware and actively engaged in MSD’s approach to market a planned delivery 
facilitated through the NZAO will take place. 

Provision of Optical Goods and Fabrication Services will be seeking interested 
parties to express their interest supplying the Ministry’s accredited optical 
service providers: 

a. Lenses 

b. Coatings 

c. Fabrication of spectacles as prescribed 

d. Spectacle frames 

including: 

c. The ability to meet business requirements, including: 

• Ongoing support 

• Geographical support and representation 

• Distribution 

d. Value added items beneficial to the overall service 

g. Auditable reporting 
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14.3 Stage Two 

Dependent on the outcome of Stage One, Stage Two will comprise: 

The issue of a Request for Tender for the Accreditation of Optical Services 
seeking interested parties to demonstrate in their response: 

a. Registration with the New Zealand Optometrists and Dispensing 
Opticians Board and the New Zealand Association of Optometrists 

b. Acceptance of the fee structure (Appendix X) 

c. Acceptance of the Code of Professional Conduct for Accredited 
Suppliers of Optical Services 

d. The ability to manage, deliver and report on the service 
specifications (Appendices X and X) within agreed timeframes 

e. Quality control measures that ensure services consistently meet 
standards 

f. Flexibility to evolve and develop to meet changing business needs 

g. Evidence of sound organisational and financial structure 

h. Planned approach to implementation of the contract 

i. Experience and quality of staff, including training and development 

j. Compliance to all legislative requirements 

k. Confirmation of strong administrative and reporting systems and the 
ability to interface with the Ministry’s processes and systems, in 
order to meet service levels agreed  

l. References 

The issue of a Request for Tender for the Provision of Optical Goods and 
Fabrication Services or engage in discussions with interested supplier(s) 
seeking demonstrable responses to the following: 

a. Acceptable pricing structure, including overall cost and value for 
money 

b. The ability to manage, deliver and report on the specifications for 
goods and fabrication services (Appendices X and X) within agreed 
timeframes 

c. Product selection that will meet client needs and deliver maximum 
savings 

d. Quality control measures that ensure goods consistently meet 
standards 

e. Quality control measures that ensure fabrication services 
consistently meet standards 

f. The ability to resolve discrepancies, errors and disputes in a timely 
manner and at no financial detriment to the client  

g. Distribution networks and methods to meet agreed service delivery 
specifications 

h. Flexibility to evolve and develop to meet changing business needs 
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i. Evidence of sound organisational and financial structure 

j. Planned approach to implement of the contract 

k. Experience and quality of staff, including training and development 

l. Compliance to all legislative requirements 

m. Confirmation of strong administrative and reporting systems and the 
ability to interface with the Ministry’s processes and systems, in 
order to meet service levels agreed 

n. Business Continuity Plan 

m. References 

14.4 Evaluation 

14.4.1 Accreditation of Optical Services   

The purpose of the RFT is to offer accreditation to Optometrists who: 

• Meet the criteria set out in the RFT – Accreditation for the Provision of 
Optical Services 

• Agree to provide the specified optical services and reporting 
requirements at the agreed fee 

• Agree to and sign the Code of Professional Conduct for Optical 
Services 

These criteria are mandatory. 

Consideration then needs to be given to the location of Respondents to 
ensure adequate coverage to meet the needs of MSD clients across New 
Zealand. 

14.4.2 Optical Goods and Fabrication   

The purpose of the RFT is to select a preferred supplier of optical goods and 
fabrication services who: 

• Meet the criteria set out in the RFT – Optical Goods and Fabrication 
Services 

This criterion is mandatory. 

14.4.2.1 Spectacle Frames   

Each Respondent will be required to provide a selection of frames.  The 
Evaluation Team should take into consideration a number of factors when 
determining which frames best meets the needs of all MSD clients (Non-
Mandatory Appendix X). 

14.4.2.2 Spectacle Lenses   

Each Respondent will be required to specify the range of lenses they can 
supply.  The Evaluation Team should take into consideration a number of 
factors when determining which range best meets the needs of all MSD 
clients (Non-Mandatory Appendix X). 
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14.4.2.3 Pricing Schedule 

Each Respondent will be required to provide a pricing schedule for frames 
and lenses.  The Evaluation Team should take into consideration a number of 
factors when determining which pricing schedule offers best value for money 
(Non-Mandatory Evaluation Appendix X). 
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15 Post Implementation 
15.1 Review 

A series of reviews will be undertaken post implementation and be 
incorporated into this review document as Part 2. 

15.1.1 Lessons Learned 

As with any project, there will be lessons learned and it important to capture 
these to enhance personal development, Ministry knowledge base and so that 
improvements can be made to future projects.  

15.1.1.1 Data Analysis 

The first data set was not comprehensive, contained errors and included data 
not relevant to this category. 

In future, data requests should contain all data available to avoid multiple 
requests and the delays this incurs. 

Sufficient time spent initially cleaning and sorting the data is essential.  
Focussing on searching for one thing at a time reduces errors, i.e. looking for 
supplier name variations as one exercise and not trying to check for other 
variations at the same time.  

15.1.1.2 Engagement with Industry Bodies 

The contribution of the New Zealand Association of Optometrists was a key 
factor in developing the preferred option, ensuring the focus was on the key 
component of this category, developing the specifications and engaging with 
the industry in a positive and collaborative manner.  

Discussions with NZAO provided valuable insight into the clinical 
requirements of optometry, standards of good practice and a depth of 
understanding of a complex product. 

In hindsight earlier engagement with the NZAO would have enabled this 
category review to proceed more smoothly and at a quicker pace. 

15.1.2 Quarterly Data Review 

To measure how successfully this project delivers on its projected outcomes a 
quarterly review of Ministry and Supplier data will be undertaken: 

• Savings 

o Have transaction values reduced? 

o Is there a reduction in the number of transactions per client? 

o Is there a reduction in the total cost per client? 

• Supply 

o Is the product range meeting client needs? 

o Are services being delivered within agreed timeframes? 

o What is the composition of transaction profiles? 
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• Compliance and Exceptions 

o Are all transactions compliant with specifications? 

o What are the exceptions and why are they occurring? 

• Reporting 

o Is Ministry data accurate and does it meet our needs? 

o Is Supplier data accurate and does it meet our needs? 

15.1.3 Quarterly Accredited Service Provider Survey 

A survey37 of Accredited Suppliers of Optical Services will be undertaken to 
determine how well the delivery model is working from their perspective, 
including interaction with: 

• Clients 

• The Ministry 

• The Preferred Supplier(s) of Goods and Fabrication Services  

In addition to the survey, accredited providers will be required to provide the 
data specified in 17.1 Supplier Reporting.  This data should be used to 
benchmark Suppliers.   

The variation of prescribing rates and type by age should be consistent across 
Suppliers.  Any variances of more than 5% should prompt further 
investigation. 

15.1.4 Quarterly Goods and Fabrication Services Provider Review 

A meeting with the Supplier(s) of Optical Goods and Fabrication Services will 
be held to determine how well the delivery model is working from their 
perspective, including interaction with: 

• The Ministry 

• Accredited Optical Service Providers  

In addition to the survey, preferred supplier(s) will be required to provide the 
data specified in 17.1 Supplier Reporting. 

15.1.5 New Zealand Association of Optometrists Review 

A meeting with the NZAO will be held to review the results of: 

• MSD data review 

• Accredited service provider survey and data 

• Goods and fabrication services provider review and data 

15.1.6 Service Delivery Review 

Feedback from frontline staff will be sought to determine the success of 
implementation from a client interaction perspective: 

• Are there any issues, difficulties or barriers for frontline staff?  

 
37 SurveyMonkey 
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• Is it taking less or more time to process an application? 

• How are clients receiving the changes? 

• Do frontline staff have all the information and they require? 

• Do the IT systems support the processing of applications? 

• What can we do better/differently to improve the system delivery? 

15.1.7 Six Monthly Financial Review 

• Assumptions 

o Are the transaction profiles we assumed correct? 

o Does any variance in the assumptions result in more or less 
savings? 
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16 Contract Management 
16.1 Supplier Reporting 

Current data has been limited and this has made it challenging to accurately 
determine the composition of expenditure. 

Improved data quality and detail will enable a more comprehensive analysis 
and understanding of demand, spend patterns and trends.  

Detailed supplier reporting will: 

• Provide visibility of spend 

• Enable compliance management of prescribing and dispensing, 
product restriction and contracted unit cost 

• Highlight any variances or discrepancies of the prescribing practices 
between Accredited Suppliers 

• Record service delivery times for comparison against Service Level 
Agreements 

• Help determine whether refinements are required to the products and 
services delivered 

• Identify individual product demand to inform future negotiations   

Accredited Providers of Optical Services be required to provide quarterly data 
as agreed (Appendix X). 

Preferred Supplier(s) of Optical Goods and Fabrication will be required to 
provide quarterly data as agreed (Appendix X). 

Data is to be provided in a format that allows sorting and analysis (i.e. Excel 
spreadsheet). 

16.2 Audit 

Optometrists and Dispensing Opticians are governed by the Optometrists and 
Dispensing Opticians Board (ODOB).  The Board was established to carry out 
functions determined by the Health Practitioners Competence Assurance Act 
2003 (HPCA).  Members are required to comply with: 

• Standards of Clinical Competence for Optometrists; 

• Standards of Ethical Conduct; and 

• Standards of Cultural Competence 

It is a requirement that all accredited suppliers are registered as a practicing 
member of the NZAO and ODOB and complies with the HPCA. 

The ODOB conducts regular audits with approximately 20% of its members 
being audited each year. 
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Appendix 1 
ISO Standards 

Spectacle Frames 

ISO 12870:2012 Ophthalmic optics – Spectacle frames – Requirements and 
test methods 

AS/NZS 1067:2003 Sunglasses and fashion spectacles 

AS/NZS ISO 8624:2011 Ophthalmic optics – Spectacle frames – Measuring 
system and terminology 

Spectacle Lenses and coatings 

AS/NZS ISO 8980.1:2011 Ophthalmic optics – Uncut finished spectacle 
lenses – Part 1: Specifications for single-vision and multifocal lenses 

AS/NZS ISO 8980.2:2011 Ophthalmic optics – Uncut finished spectacle 
lenses – Part 2: Specifications for progressive power lenses 

AS/NZS ISO 8980.3:2011 Ophthalmic optics – Uncut finished spectacle 
lenses – Part 3: Transmittance specifications and test methods 

AS/NZ ISO 8980.4:2011 Ophthalmic optics – Uncut finished spectacle lenses 
– Part 4: Specifications and test methods for anti-reflective coatings 

AS/NZS ISO 8980.5:2011 Ophthalmic optics – Uncut finished spectacle 
lenses – Part 5: Minimum requirements for spectacle lens surfaces claimed to 
be abrasion-resistant 

AS/NZS ISO 10322.1:2011 Ophthalmic optics – Semi-finished spectacle lens 
blanks – Part 1: Specifications for single-vision and multifocal lens blanks 

AS/NZS ISO 10322.2:2011 Ophthalmic optics – Semi-finished spectacle 
blanks – Part 2: Specifications for progressive power lens blanks 

AS/NZS ISO 13666:2011 Ophthalmic optics – Spectacle lenses – Vocabulary 

AS/NZS ISO 14889:2011 Ophthalmic optics – Spectacle lenses – 
Fundamental requirements for uncut finished lenses 

AS/NZS ISO 16034:2011 Ophthalmic optics – Specifications for single-vision 
ready-to-wear near-vision spectacles 

AS/NZS ISO 21987:2011 Ophthalmic optics – Mounted spectacle lenses 

TR ISO 28980:2011 Ophthalmic optics – Spectacle lenses – Parameters 
affecting lens power measurement 

Contact Lenses 

ISO 14534:2011 Ophthalmic lenses and contact lenses care products – 
fundamental requirements 
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Appendix 4 
Purchasing Controls/Product Restrictions 

• What components can change and what components cannot?  

• What changes can be made to how optical goods and services are 
purchased? 

• What controls can be put in place to manage what optical goods and 
services are purchased? 

There is a risk that reduced prices may mean some clients try to upgrade lens 
material, coatings and frames.  Restricting what is available and having clear 
prescribing and dispensing criteria will result in a reduction in the purchase of 
components that are non-compliant. 

Eye Examination 

An eye examination is essential to determine a client’s optical needs.   

It has been established and agreed with a panel of independent 
optometrists48 what components are included in eye examinations and related 
services.  These have been itemised in Specifications for Services – Eye 
Examination (Appendix X). 

Prescription 

Anecdotal information suggests unnecessary prescribing where patient’s need 
or variance is marginal so as to not warrant prescribing new glasses or 
lenses. 

Measurements of need or variance have been included in the Specifications 
for Services – Prescribing, Dispensing and Additional Care (Appendix X) to 
control this practice. 

Frame 

It is possible to restrict the range of frames that are made available and 
ensure clients’ immediate and essential needs are still met. 

However the range still has to meet a variety of needs such as head width, 
nose bridge width and accommodate lens shape.   

Weight is also an important consideration for the elderly who have delicate 
skin than can be torn or is susceptible to sores from wearing heavy 
spectacles. 

The restricted range of frames that can be purchased have been included in 
the Specifications for Goods – Frames (Appendix X). 

Savings in this component can also be achieved by negotiation on price. 

 
48 New Zealand Association of Optometrist Board Members 
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Lens - type 

Single vision lenses will meet basic vision requirements.  Bifocal and 
multifocal/occupational lenses are a choice made to enable the wearer to 
perform various tasks without removing or changing their spectacles. 

Prescribing specifications will default to stock single vision lenses with bifocal 
and multifocal/occupational lenses by exceptional function requirement only, 
as defined in the Specifications for Services – Prescribing, Dispensing and 
Additional Care (Appendix X). 

By ensuring the Preferred Supplier has a wide range of lens strengths as 
stock this will reduce the need for more expensive, bespoke, ground lenses, 
as set out in the Specifications for Goods – Lens Supply and Fabrication 
(Appendix X). 

Savings in this component can also be achieved by negotiation on price. 

Lens - material 

Plastic lenses meet most client requirements and this will be the default 
prescription, as defined in the Specifications for Services – Prescribing, 
Dispensing and Additional Care (Appendix X).  Higher index lenses will be 
prescribed by exception only as a functional requirement e.g. where the 
weight if plastic lenses causes the client discomfort or harm49. 

Savings in this component can also be achieved by negotiation on price. 

Coating 

Most coatings are not essential to client needs.   

Anti-reflection and transition lenses will be by exception only as a functional 
requirement, as defined in the Specifications for Services – Prescribing, 
Dispensing and Additional Care (Appendix X).   

Savings in this component will also be achieved by negotiating front and back 
scratch resistant coatings being included as standard for all stock single vision 
lenses. 

Savings in this component can also be achieved by negotiation on price. 

Contact Lenses 
The prescribing and dispensing of contact lenses will be restricted to clients 
who, for medical reasons, cannot wear glasses and qualify for MoH subsidy.   
MSD will only pay balance above subsidy, as defined in the Specifications for 
Services – Prescribing, Dispensing and Additional Care (Appendix X). 

 

 
49 The elderly are susceptible to skin tearing from wearing heavier plastic lenses 
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Appendix 10 
Child’s Eligibility for Community Services Card  
 
The definitions of 'child' and 'dependent child' used for Community Services 
Card eligibility purposes as set out in section 3(1) of the Social Security Act 
1964: 

Dependent child, in relation to any person,— 

• (a) means a child— 
o (i) whose care is primarily the responsibility of the person; and 
o (ii) who is being maintained as a member of that person's family; 

and 
o (iii) who is financially dependent on that person: 

• (b) does not include a child in respect of whom payments are being 
made under section 363 of the Children, Young Persons, and Their 
Families Act 1989: 

• (c) despite paragraph (b), includes a child or a young person (as 
defined in section 2(1) of the Children, Young Persons, and Their 
Families Act 1989)— 

o (i) of whom the person is a parent within the meaning of that Act; 
and 

o (ii) to whom section 361 of that Act applies; and 
o (iii) who, under section 362 of that Act, is placed in the charge of 

the person: 

• (d) for the purposes only of Schedules 3, 6, 9, 16, 17, and 18, does not 
include a child in respect of whom an orphan's benefit or an 
unsupported child's benefit is being paid 


























