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Addressing the urgent needs of people living with mental health and psychosocial
challenges in NSW, through enhancement of Community-Managed Organisations

Introduction

Mental Health Coordinating Council (MHCC) is the peak body principally for community-
managed mental health organisations (CMOs) in New South Wales (NSW). It is also a
Registered Training Organisation (RTO) delivering accredited and non-accredited programs
through MHCC Learning and Development Unit (LDU). We mostly represent community-based,
not-for-profit/non-government organisations that support people living with mental health
challenges. MHCC’s 150+ members assist people to live well in the community by delivering
mental health and psychosocial supports.

In 2024, Health Policy Analysis reported in its: Analysis of unmet need for psychosocial
supports outside of the National Disability Insurance Scheme that the estimated number of
people aged 12 to 64 years requiring psychosocial support services in NSW in 2022-23 totalled
205,830 people’.

This figure reflected the needs of:

» Moderate mental illness: 98,880 people
> Severe mental illness: 106,950 people

In this context MHCC propose a:

Vision that ensures adults experiencing moderate to severe mental health challenges receive
the services they need to stay well and maintain their quality of life in the community of their
choice. Community-managed services are key to minimising the need for inpatient admissions
and provide cost effective wrap-around supports that evidence has shown to have lasting
positive outcomes for both individuals and the community at large.

Rationale that current demands on the mental health service system particularly following the
industrial dispute with psychiatrists, and the resulting pressure on the CMO mental health
sector has led many services to report pressures on services that they aren’t funded to provide,
stretching their staff to breaking point. The upcoming budget represents a timely opportunity to
reinvest in the mental health system to reduce public health system costs, particularly in
emergency departments (EDs), and enable people to access treatment, care and supports in
the community, rather that present in crisis at overburdened EDs.
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Improving access to community-based services will generate costs savings across intersecting
service systems such as health, housing and homelessness, employment and the criminal
justice system, to name a few. But most importantly it would improve individual outcomes for
consumers, their carers, families and kin and the community at large.

MHCC Priority asks

Note: All recommendations are for 5-year funding in-line with NSW Government’s own
commitment to Secure Jobs Funding Certainty.

1.

Realign mental health funding so that 30% of the total mental health budget is
allocated to the CMO/NGO sector.

Whilst new investment is critical; the priority is to realign existing funds from the public
system to the mental health CMO/NGO sector. Allocating 30% of the mental health
budget to CMOs would deliver sustainable, evidence-based, person-led, trauma-informed
programs that reflect the needs and aspirations of people with lived experience. This shift
would better support individuals to live well in the community, rather than in institutional
settings?.

Address workforce issues in the NGO/CMO mental health sector.

A strong commitment to community-managed mental health in NSW requires a workforce
that can meet current needs and future demand. The sector is positioned to support the
Government implementation of the NSW Inquiry’s ° supported recommendations. MHCC
own recommendations align with many contained in the Inquiry’s Report and were
described in detail in our position paper Workforce Solutions: Towards a strategy for
community-managed mental health in NSW (2024)*. Workforce development will also be
supported by investment in MHCC’s LDU as referenced in priority number 1 above.

Double Community Living Supports (CLS) to assist approximately 2,000 additional
people, at an incremental cost of circa $86.5 million annually (NSW Inquiry Rec 28).
This program, formerly Housing and Accommodation Support Initiative (HASI), was
launched as CLS to operate from 1 July 2026. A 2022 evaluation found CLS delivers net
savings of about $86k per person over 5 years and mental health hospitalisation
admissions dropped by 74% and average length of stay decreased by 74.8% over two
years following program entry. In NSW, the 2025-26 cost is projected at $86.5 million to
serve at least 1,779 consumers. From July 2023 to September 2024, HASI/CLS supported
4,305 participants and delivered over 1.1 million hours of support (NSW Health). CLS
recently underwent a Ministry of Health model review, with the CLS grant set to open for
applications in August 2025, but expansion commitments have not been made.

Incremental funding for Pathways to Community Living Initiative (PCLI) to support
230 people at circa $40m annually.

The PCLI program must be implemented as originally intended to meet identified need, with
funding of $40 million p.a. to support 230 people. These programs have been shown to
support people to stay well in the community and stay out of hospital °.

Increase Step-Up Step-Down (SUSD) PARC (Prevention and Recovery Centre)
services across NSW — 130 places (2,000 people at circa $19.1m annually.

Establish a network of SUSD Parc services across NSW by adding an extra 130 places, to
ensure more people have access to recovery-focused residential programs that minimise
the risk of hospital admission particularly in rural, regional and remote locations. An
additional 130 places will provide services for an extra 2,000 people a year across the
state, at an annual cost of $19.11million. PARC costs a third of inpatient care ($146k vs
$467k p.a.) and reduces ED visits by 33-44% °.
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Cross Government Agreement: We call on the Government to focus on the absence of a
systemic response to the unmet and growing mental health and psychosocial needs in NSW,

which includes the need for:

° Urgent cross government strategic planning which provides care-coordination and
ensures safe transitions across the service system.

° Commonwealth and state governments work collaboratively to design and implement
effective integration across the whole of health service system and related human
services, so that people can access holistic supports that meet all the social

determinants of health.

° Systemic planning that is codesigned with people with lived experience of mental health
and co-existing challenges and those that care and support them in a truly collaborative
process.

° NDIS foundational supports to be funded 50/50 through the National Mental Health &

Suicide Prevention Agreement to ensure that all people in the community have access
to prevention and early intervention programs, minimising use of inpatient and other

public community mental health services.

MHCC urge the NSW Government to address the existing fragmentation of the mental health
service system and look to the multitude of Commonwealth and state mental health reviews
that have over the last 15 years presented clear evidence for a different kind of service system
— one that is built around the lived experience of people with mental health challenges and that

addresses their needs and aspirations.
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