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6. Strategies for Expanding the Roles of Public Service Mutuals 

The current phase of public service reform is an opportunity to explore the potential for Public 

Service Mutuals in Australia. PSMs may provide an alternative Third-way service delivery model to 

address particular problems, emerging issues or meet market needs such as the transition to the 

National Disability Insurance Scheme. 

The Federal Government has articulated a suite of values and ideals which are driving the public 

reform agenda including freedom of choice, corporate responsibility, and service user engagement. 

These values underpin the agenda for smaller, more efficient and effective government, 

outsourcing non-core public services, and ending ‘the age of entitlement’ (i.e. hand-outs and 

middle class welfare). This agenda is also driven by a substantial and growing budget deficit. 

These values and ideals combined with the reform agenda provide a resounding need to investigate 

alternative business models to effectively and efficiently deliver public services to meet the needs 

of their users and stakeholders. The Honourable Minister Kevin Andrews, in his address to the 

National Making It Mutual Workshop stated: 166 

1. Government is not the fount of all wisdom 

2. A vibrant, dynamic economy and business community are essential to fund the social 

services we need, expect and deserve 

3. Community mutual co-operation is crucial a force to building a responsive and vibrant 

civil society. 

Thus the task of balancing economic vitality and social responsibility will require a bipartisan 

willingness to investigate new ideas, such as the role of the co-operative and mutual sector in 

delivering public services, and re-invigorating the spirit of mutualism167. 

The Honourable Minister Kevin Andrews  

Address to the BCCM ‘Make it Mutual’ Workshop 

“The co-operative and mutual sector has tremendous potential to foster innovative modes and methods of 

addressing the unmet needs of our society. The question we should explore is how we – the Government – 

can help you – the co-operative and mutual sector – take things to the next level and re-capture that verve 

and spirit that before the post-war consensus eroded Australian mutualism.” 

The Hon. K Andrews (2014). Address to the BCCM ‘Make it Mutual’ Workshop, Make it Mutual Workshop, 

Canberra, 17th March 2014. 

 

                                                           
166 The Hon. K Andrews, “Address to the BCCM ‘Make it Mutual’ Workshop” in Make It Mutual Workshop, Canberra, 2014. 

167 The Hon. K Andrews. 
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Realising the potential of mutuals to deliver public services can be achieved through a range of 

strategies that exploit their comparative advantages:  

1. Expanding existing public service mutuals  

2. Existing co-operatives and mutuals extending their activities to include public service 

provision and thus create shared value 

3. Newly formed PSMs created by: 

a. government outsourcing, privatisation, and ‘spinning out’ public services and public 

service teams 

b. communities in response to their specific community needs 

c. employees to meet individual and community needs 

d. existing non-government public service providers grouping together into an enterprise 

producer co-operative 

e. corporate and community organisations spinning out teams 

f. corporate and community organisations choosing to transform their business model to a 

co-operative or mutual structure.  

The National Disability Insurance Scheme (NDIS) is a system level example of where a range of 

different PSM models can be established including expanding existing PSMs, existing co-operatives 

and mutuals expanding their services to include PSMs and newly established PSMS from 

community service organisations and for-profit organisations.  

6.1. Expanding existing public service mutuals  

There are already a significant number of Australian co-operatives and mutuals successfully 

delivering public services. Some of these have emerged in response to problems where either 

producers or consumers recognised that their needs can best be addressed through use of a co-

operative structure and operating model. For some other co-operatives, they offer an alternative 

mode of service delivery and therefore offer plurality and diversity. In both cases there is an 

argument for growing and replicating these successful co-operative structures.  

Growth and replication can be achieved and stimulated in a number of ways:168 

���� Organic growth - of existing co-operatives through expansion into neighbouring areas or 

related client groups (Case Study:  National Health Co-operative) 

���� Systematic growth – strategies are based on mechanisms such as social franchising  

                                                           
168 RDA Mid North Coast., 2013, Co-operatives in Australia: A Manual, Co-operatives Federation of New South Wales, pp.1-113. 
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���� Emulation of success - where individuals and / or communities recognise that they share 

the same problems and wish to adopt the same approach, and engage with existing 

providers  

���� Intermediation - where development agencies proactively identify opportunities for 

organic and systematic growth, and emulation (Case Study: National Disability Insurance 

Scheme).   

Case Study: National Health Co-operative (NHC) 

Business structure: Consumer-owned co-operative 

State: ACT  

Purpose: To provide affordable and accessible medical and health services to the local community. 

Overview The National Health Co-operative (NHC) is a consumer co-operative established to provide 

affordable and accessible medical and health services to the local community which were not available.  It 

is not just a general practice, it is a health co-operative which uses a proactive and integrated partnership 

approach between the member and the doctors, nurses and other health providers and educators to form 

a comprehensive health care team. 

It provides primary care services such as general practice, podiatry, psychology, asthma and diabetes 

education, mental health, physiotherapy, child, teen and aged health, dietetics, counsellors and social 

workers. 

Following rapid growth in memberships and successful recruitment of medical and professional staff, the 

NHC has expanded its operations to include seven locations across the ACT. The NHC aspires for integrated 

health care for members – with doctors, allied and community services all working together. 

Stakeholder benefits:  

���� Co-operative entrepreneurship 

���� Shared risk and reward 

���� Consumer trust 

���� Values and principles 

���� Holistic service delivery 

 

6.2. Existing co-operatives and mutuals expanding to deliver public services 

A significant number of existing co-operatives and mutuals have the potential to extend their 

activities to include public service provision and thus create shared value – the co-creation of 

commercial and social value. Co-operatives and mutuals have a rich history of public service 

innovation. For example, HCF recognised that elective surgery involving overnight stays in hospital 

were not only costly but also caused anxiety for many patients some of which chose to delay or not 

receive treatment. HCF introduced day surgery which not only reduced costs but also achieved 

better outcomes for patients. Health insurance mutuals continue to improve the quality and 

accessibility of health care including most recently responding to wicked health problems such as 
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obesity and diabetes by providing additional support to reduce the associated health risks and to 

better manage the conditions.169  

A number of large Australian co-operatives and mutuals have utilised insights of their members to 

initiate public services and address wicked social problems. Large membership organisations, such 

as those offering motoring services and providing health insurance, have established aged care 

facilities (Case Study: St Ives Group) and other innovations to help their members and the wider 

public access affordable and appropriate aged care e.g. NRMA’s Living Well Navigator170 and 

Emergency Home Assist171. Customer owned banks also have the potential to address wicked social 

problems such as financial exclusion (Case Study: bankmecu). The ageing population and increasing 

demand for independent and supported living may provide considerable opportunity for existing 

co-operatives and mutuals to establish or expand aged care services. 

There is considerable potential for expansion and innovation for existing co-operatives and mutuals 

especially if they can utilise member insights to drive innovation and utilise accumulated capital to 

implement public services. This potential could be achieved by promoting the concept of shared 

value across the co-operative and mutual sector and recognise where the co-creation of 

commercial and social value is delivering public services and addressing wicked problems. 

 

Case Study: St Ives Group (now owned by Royal Automobile Club of Western Australia) 

Business structure: RAC WA is a member-owned mutual, St Ives Group is wholly owned subsidiary of RAC 

WA 

State: Western Australia (Automobile Services) and National (Aged Care Services)  

Purpose: To protect and enhance the lifestyle of its members. 

Overview: The Royal Automobile Club of WA (RAC) reinvests profits from its commercial operations to 

benefit its members and the broader West Australian community.  The RAC recently acquired the St Ives 

Group, a large retirement and aged care provider which operates throughout metropolitan and regional 

Western Australia, New South Wales, Queensland, Victoria, the Northern Territory and the ACT172. 

Stakeholder benefits: Being consumer-directed the RAC responds to the authentic and evolving needs of 

its members, in this case responding to the concerns of members about aging well and independently. This 

specialism generates: 

���� Consumer trust 

���� Holistic member service delivery 

���� Services go beyond historical service delivery areas evolving with the changing needs of the 

membership 

���� Opportunity to influence the reinvestment strategies of the consumer-owned business 

                                                           
169 B Hamar et al., “Impact of a Chronic Disease Management Program on Hospital Admissions and Readmissions in an Australian 

Population with Heart Disease or Diabetes,” in Population Health Management, vol. 16, 2013, 125–131, 

<http://online.liebertpub.com/doi/pdfplus/10.1089/pop.2012.0027 >. 

170 http://www.mynrma.com.au/lwn.htm 

171 http://www.mynrma.com.au/emergency-home-assist.htm  

172 The Royal Automobile Club of WA, “RAC,” <http://rac.com.au/> [accessed 1 May 2014]. 



 

Public Service Mutuals: The case for a Third-way for delivering public services in Australia (v1)     45 

 

Case Study: bankmecu and Fitzroy & Carlton Community Credit Co-operative 

Business structure: Consumer-owned bank 

State: Victoria  

Purpose: bankmecu aims to enhance the financial wellbeing of its customers in responsible ways. It 

intends to achieve this through providing customers with value for money, responsible banking, insurance 

and financial planning solutions, as well as memorable, superior service in a profitable and sustainable 

way173. 

Overview: The Fitzroy and Carlton Community Co-operative operated for over 34 years in inner 

Melbourne, providing disadvantaged communities with accessible and affordable savings and loans 

services as an alternative to risky loans and pay-day lenders174. In June 2013, FCCC merged with bankmecu, 

instigated by the FCCC board due to tough conditions for small financial institutions. 

Stakeholder benefits: Customers in the financial inclusion program receive: 

���� Financial products and services which go beyond immediate assistance to promote capacity and 

build confidence in managing money. 

���� The financial resources to participate and advice to help build the capabilities they need to build 

their own financial security. 

���� Access to safe and fair credit that is appropriate for their means and reflects their ability to 

repay. 

  

6.3. Establishing spin-outs from government  

The National Commission of Audit and Budget Statement 2014 have identified a range of federal 

government agencies, which will be abolished or privatised that offer great potential to emulate UK 

style Public Service Mutuals e.g. Australian Hearing and CRS Australia.  

Similarly, State Governments are considering privatising some of the agencies which still deliver 

public services – especially in relation to aged and disability care. In New South Wales, the 

Department of Family and Community Services is considering transitioning the following services: 

“Large Residential Centres, Group Homes, Specialist Supported Living, Home Care Services and 

Aboriginal Home Care”(PSA)175. In Queensland, in preparation for the implementation of the 

National Disability Insurance Scheme, the Government is proposing to transition Accommodation 

Support and Respire Services (Department of Communities, Child Safety and Disability Services176). 

                                                           
173 bankmecu, “bankmecu,” <www.bankmecu.com.au> [accessed 1 May 2014].  
174 A Plant & S Warth, Community Development Financial Institutions Pilot Evaluation Report, Australian Government Department of 

Families, Housing, Community Services and Indigenous Affairs, 2012, pp. 83–84.. 
175 http://psa.asn.au/category/other-news/departments/adhc/page/4/  
176 http://www.communities.qld.gov.au/disability/key-projects/national-disability-insurance-scheme  
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There are also a range of services run by local councils which may provide opportunities for 

employee owned spin outs including: culture, leisure and sport services; social and welfare services 

such as meals on wheels. 

All of these opportunities demonstrate the need for Government to consider how best to transition 

these services from Government led services to different ownership models – the model selected 

will depend on their objectives and desired outcomes to create shared value.   

There is considerable learning from the UK, which would have to be contextualised in order to 

expand Public Service Mutuals in Australia (see Section 5.1). The specific policy levers used in the 

UK may not directly translate to the Australian public policy environment and the UK policy was 

underpinned by substantial government investment in raising awareness, capacity building and 

overseeing implementation, and conducive legal structures such as the Community Interest 

Company (CIC) or Employee Benefit Trust. There was also considerable support from the UK co-

operative and mutual sector, which was facilitated by a Cabinet Office Ambassadors program, and 

further investments from a range of other intermediary and funding bodies. 

Some specific areas will require detailed investigation if this particular strategy is pursued. Firstly, in 

relation to the use of a ‘Right to Request’ policy for public service employees involved in agencies 

identified for abolition, privatisation or outsourcing. Secondly, in relation to the legal structures 

used for spin outs from Government which involve employee ownership where a comparable 

structure to an Employee Benefit Trust might be utilised. The potential for employee ownership in 

the broader economy is being systematically explored by Employee Ownership Australia and a 

cross-parliamentary group. There would be considerable merit in formulating a model structure to 

demonstrate that this option is feasible in an Australian context. 

Australian Hearing  

Business structure: Statutory authority constituted under the Australian Hearing Services Act 1991, with 

the potential for parts of the business to be ‘spun-out’ from Government. 

State: National  

Purpose: AH is dedicated to helping people manage their hearing impairment so they have a better quality 

of life. 

Overview: 

Australian Hearing provides hearing rehabilitation services and hearing aids to children and adults with 

complex hearing problems. It competes with private service providers under the Voucher Scheme 

administered by the Office of Hearing Services for the provision of hearing rehabilitation services and 

hearing aids, hearing impaired age pensioners and eligible veterans. It conducts hearing related research 

via its research division (the National Acoustic Laboratories). AH has 110 staffed centres, 330 additional 

locations, including 220 indigenous communities, 463,000 hearing services provided in 2011/12.  

Potential for spinning out:  

The NCA stated that “the Government could examine the potential to increase contestability in markets 

where Australian Hearing has a monopoly and allow, through privatisation, it to compete in markets where 
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it is currently precluded”. 177 The Government has proposed a scoping study into future ownership 

options178.  

 

CRS Australia 

Business structure: Currently part of the Australian Government Department of Human Services with the 

potential for parts of the organisation to be ‘spun-out’ from government to forma PSM. 

State: National  

Purpose: CRS Australia works in partnership with employers to find staff and we provide healthy and safe 

workplaces for employees through quality injury prevention and injury management services. 

Overview: CRS Australia provides employment and assessment services to people with a disability, injury 

or health condition. CRS Australia helps customers obtain and keep.  CRS Australia has 180 staffed centres, 

140 additional locations, 40per cent of which are in rural and remote locations, 50,000 job seekers assisted 

in 2011/12, 1200 staff nationally179.  

Potential for spinning out:  The National Commission of Audit (NCA) stated that the “CRS Australia should 

cease functions at the end of its current contract in mid-2015 given there is now an established market for 

the provision of rehabilitation services. Some of CRS Australia's allied health professionals could be 

transitioned to the National Disability Insurance Agency”.180  

 

In the UK the trade union movement has played an important role in the development of PSMs. 

The public service trade unions seek to protect the interests of public service employees which can 

be challenging when government is proactively privatising and outsourcing public services. Whilst 

spinning out an agency and team may on the one hand constitute a decline in public service 

employment but on the other hand offers opportunities for public service employees to establish 

their own organisation which they own and control – this may be a better outcome than 

unemployment. The strong relationships between the co-operative and trade union movements led 

to an agreement181 which sets out how public service employees’ interests can be protected when a 

PSM is established.      

The Federal and State Governments’ programs of abolition and privatisation of agencies and 

outsourcing may therefore provide a range of opportunities for spinning out employee- owned 

PSMs.  

6.4. Communities delivering public services and responding to need 

Historically, communities have created co-operatives and mutuals to address problems. There are a 

range of community driven co-operatives and mutuals in Australia addressing issues such as 

disability employment (Case Study: Nundah Community Enterprise Co-operative), Indigenous 

community services (Case Study: Dandenong and District Aborigines Co-Operative Ltd), services for 

                                                           
177 National Commission of Audit, Towards Responsible Government Phase One, Commonwealth of Australia, 2014, , p. 221.  
178 The Commonwealth of Australia, Budget 2014-15 - Budget Strategy and Outlook, Budget Paper No. 1, , 2014. 
179 Department of Human Services, Annual Report, , 2012, pp. 207–213 (p. 207). 
180 National Commission of Audit, Towards Responsible Government Phase Two, Commonwealth of Australia, 2014, , p. 92. 
181 http://www.uk.coop/sites/storage/public/downloads/tuc_co-operatives_uk_guidance_0.pdf  
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Culturally and Linguistically Diverse communities (Ethnic Child Care, Family and Community Services 

Co-operative), quality of life and independent living for older Australians (Case study: Waverton 

Hub).   

The process of establishing any community organisation, no more so than a community co-

operative, is challenging and requires a high level of community engagement and 

entrepreneurialism. This process can be described as co-operative entrepreneurship – unlike 

traditional and social entrepreneurship, the emphasis is on the instrumental role of a team of 

individuals and continuous community engagement182. There is increasing interest in customer 

centric and co-design of services including: the Family by Family183 initiative by The Australian 

Centre for Social Innovation where 100 families designed a service to reduce family stress and 

crisis; and the Street by Street184 community building initiative of the Centre for Civil Society. 

The new client-directed care markets such as NDIS offer the greatest opportunity for the 

establishment of new consumer owned PSMs which through collective action can resolve 

information asymmetries and by pooling NDIS funds create significant purchasing power in terms of 

the design, quality and price of disability services. The availability of funding and support from the 

Sector Development Fund185 and the National Disability Insurance Agency (NDIA) may assist 

individuals and communities that wish to explore and establish community owned PSMs. 

There may also be considerable opportunities for community or multi-stakeholder owned PSMs in 

regional, remote, and Indigenous and CALD communities. Strategies to empower communities can 

benefit from governance structures which ensure that programs and funding are designed and 

delivered by communities themselves and not driven by external forces. The Empowered 

Communities model and the Cape York Institute are two related initiatives where community 

owned PSMs may have a significant role. A well designed multi-stakeholder owned PSM may 

provide a platform to address wicked social problems in communities especially if it is linked to a 

pooled funding arrangement that removes the complexity and improves the efficiency of 

government funding. A multi-stakeholder owned PSM can deliver transparency, a highly democratic 

governance structure which is required to build mutual trust and deliver on mutual civil society 

objectives and that recognises the increased levels of inter-dependence within communities, 

respect for autonomy and individual expertise, facilitate specialisms, and engender co-operative 

practice. 

Whilst there are a range of relevant support agencies and resources for community development 

and social entrepreneurship further support and resources will be needed to encourage and 

support co-operative entrepreneurship and the creation of new community PSMs. 

                                                           
182 D Mcdonnell, E Macknight & H Donnelly, Co-operative Entrepreneurship: Co-operative for growth, Co-operative Education Trust 

Scotland, 2012, <http://aura.abdn.ac.uk/bitstream/2164/2779/1/Co_operative_Entrepreneurship_Co_operate_for_growth.pdf>. 
183 http://www.tacsi.org.au/solutions/family-by-family/  
184 http://www.civilsociety.org.au/StreetbyStreet.htm  
185 http://www.ndis.gov.au/sector-development-fund  
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Case Study: Nundah Community Enterprise Co-operative 

Business structure: Employee owned co-operative 

State: Queensland 

Purpose: To provide long-term, sustainable employment for people with intellectual and cognitive 

disabilities. 

Overview: Nundah Community Enterprise Co-operative (NCEC) was formed in 1998 to create sustainable 

employment and training opportunities for long-term unemployed people with intellectual disabilities. 

NCEC members are involved in managing a supportive workplace and taking up directorship on the board 

of management. NCEC has a core commitment to create employment for its members with a disability and 

is not a transitional employment program or job matching service. 

Stakeholder benefits: 

���� Disadvantaged employees, who have more money to live on and sustainable employment 

prospects, experience increased personal well-being, and require less mental health support 

services. They develop a sense of identity, stability and safety in belonging to a community. 

���� Families of disadvantaged employees benefit from the increased independence of the disabled 

person. 

���� Governments experience reduced reliance on mental health support services, reduced welfare 

payments, and increased individual tax payments. 

���� Support services experience a very efficient and effective way of meeting the expressed needs 

of their clients. 

 

 

Case Study: Dandenong and District Aborigines Co-Operative Ltd 

Business structure: Community-owned co-operative 

State: Victoria  

Purpose: To provide professional services to foster and support positive and fulfilling lifestyles for 

individuals and families within their Aboriginal community. 

Overview: The Dandenong and District Aborigines Co-operative Ltd (DDAC) provides a range of services to 

foster and support positive and fulfilling lifestyles for individuals and families within the local Aboriginal 

community. They provide a range of services for youth, families and the aging such as youth counselling, 

family services, social and emotional wellbeing, mental health, primary health care and housing assistance. 

Stakeholder benefits:  

���� Members - delivers high quality, affordable and accessible services in the community that are 

essential to the well-being of the local community such as elders, younger people with a 

disability, and their carers.  

���� Government - provides a single contact point for funding and liaising on delivery of services, and 

is democratic governance structure accountable to the current and evolving needs of the 

members (consumers of public services). 
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Case Study: Ethnic Child Care, Family and Community Services Co-operative 

Business structure: Community-owned co-operative 

State: NSW  

Purpose: To ensure people from Culturally and Linguistically Diverse (CALD) backgrounds have the 

opportunity to participate and receive services relevant, sensitive and appropriate to their linguistic, 

cultural, religious and lifestyle needs. 

Overview: The Ethnic Child Care Family and Community Services Co-operative Ltd (ECCFCSC) is the state-

wide peak organisation in NSW on CALD issues in Children’s and Disability Services and is funded by the 

Department of Education, Employment and Workplace Relations (DEEWR), State Government Department 

of Ageing, Disability and Home Care, the Department of Community Services and the Department of 

Health and Ageing to operate programs targeting Culturally and Linguistically Diverse (CALD) children, 

families and communities to facilitate access to culturally and linguistically appropriate services to meet 

their needs.186  

Stakeholder benefits: 

���� Children: Participation in early education has been proven to have positive effects on social and 

emotional wellbeing, and reduce social and economic inequality. ECCFCSC ensures that the early 

education services are available at the highest standard to the maximum number of children 

possible.  

 

Case Study: Waverton Hub 

Business structure: Mutual association 

State: NSW 

Purpose: The Hub’s purpose is to help its members to enjoy their lives and stay healthy and active and in 

their own homes as they age.  

Overview: The Waverton Hub is mutual organisation of residents of Waverton, Wollstonecraft and 

neighbouring areas in Sydney. It is a member-to-member organisation which enables all members to both 

contribute and benefit. The Hub creates a consumer marketplace by bringing like-minded people who live 

in close proximity together to address shared economic and social goals important to them as they age. 

Stakeholder benefits: 

���� Members – Building the social and economic capital amongst older local residents within the 

local community. 

���� Local businesses/service providers – Economic support for local business and service providers. 

 

                                                           
186 Ethnic Child Care Family and Community Services Co-operative, “About Us,” in ECCFCSC, <http://eccfcsc.org/about-us> [accessed 14 

May 2014]. 
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6.5. Employees delivering public services 

Historically groups of workers have come together to address individual and community needs and 

there are successful examples in other jurisdictions (Case study: Sunderland Home Care Associates) 

and some recent examples in which Australian workers created such producer co-operatives (Case 

Study: Co-operative Homecare).  

The drivers of such initiatives include a desire to have control over delivering high quality services 

which they may not achieve through employment in government, for-profit or community service 

sectors.  

As government privatises and outsources services, and public service markets expand there may be 

considerable opportunities for new producer co-operatives however, like community initiated co-

operatives, there will be a need to support co-operative entrepreneurship. 

 

Case Study: Sunderland Home Care Associates (UK) 

Business Structure: Employee Benefits Trust 

Country: UK 

Purpose: “We are motivated by care of the client and not by making money”. 

Overview: Sunderland Home Care Associates (SHCA) is a “for profit” organisation that is owned and 

operated by all of its several hundred employees through an “Employee Benefits Trust” (EBT). SHCA 

achieves its social objectives not only through its operations but also through the EBT. SHCA provides high 

quality affordable care and shares its profits with their several hundred low income, mostly female staff. 

SHCA has high levels of engagement with and between employees and clients which has contributed to its 

growth and success in terms of both commercial and social value and has won awards for quality service 

provision. It began in 1994 and is now owned by over 300 care workers from the local area. In 2009 its 

annual turnover was £2.33m. 

Stakeholder benefits:  

���� Improved access to high quality care services for vulnerable members of the community. 

���� Reducing admissions of community members to residential care facilities. 

���� Meaningful jobs for people who live in an area of high unemployment and deprivation, and 

related outcomes such as increased self-esteem, confidence and career development. 
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Case Study: Co-operative Home Care 

Business structure: Employee owned co-operative 

State: NSW 

Purpose: To provide home support services to assist elderly people and the disabled to live independent, 

healthy lives; and to improve the quality of employment for the members. 

Overview: Co-operative Home Care (CHC) is a social co-operative owned by the workers. CHC believes that 

poor service delivery and inadequate client care is directly related to the poor quality of home care jobs. 

CHC provides equitable distribution of income generated, training and support services, and effective 

marketing strategies in order for the enterprise to meet its objectives.  

Stakeholder benefits: 

���� Employees learn skills and develop work confidence and creates secure and financially 

rewarding jobs for its members. 

���� Clients receive the highest quality affordable care from empowered and engaged employees. 

���� The co-operative contributes to the community and supports the local economy by recruiting 

and employing locally and supplying services locally, to enable involvement of clients, their 

families and to promote integration within the community. 

 

6.6. Corporates and community organisations ‘spinning out’ teams  

There is also potential for large community service organisations to ‘spin out’ parts of their 

organisation.187˒188 This is especially relevant where there is organisational restructuring, the risk of 

closing a service in a location or a social enterprise opportunity to exploit.189 To date there is little 

evidence that Australian community service organisations have considered this as an option 

although there are plenty of examples of service closures and social enterprise opportunities, 

where the latter includes scaling up a social enterprise through employee ownership. Further 

engagement will be required with community service sector leaders to explore this potential and 

understand the barriers and incentives that may make this a viable option. 

There has however been an example of an employee-owned spin out from a large professional 

advisory firm to provide services that will benefit Indigenous communities. The driver for this was 

recognition of the potential to create shared value.190 

There is recognition that the culture of co-operatives is an important component of realising the 

benefits of the structure. This includes commentary that ‘spin outs’ benefit from existing culture if 

                                                           
187 Hazenberg and Hall.  
188 Communities and Local Government Committee.  
189 D Wheatcroft, Caring and sharing: the co-owned route to better care, Employee Ownership Association, 2007, pp. 1–20. 
190 PWCs Indigenous Consulting, “PIC: About Us,” , 2014, <http://www.pwc.com.au/Indigenous-consulting/about-us/index.htm> [accessed 

30 May 2014]. 
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these support the values of mutuality,191 and a suggestion that a ‘radical change of culture’ may be 

required to achieve this and support employees’ participation in decision-making.192  

Case Study: PwC Indigenous Consulting  

Business structure: Hybrid – Employee owned and Partner owned  

State: National 

Purpose: PIC aims to strengthen its collective ability to make positive change, through the combined 

commercial and cultural insight of an Indigenous-owned consulting firm. 

Overview: PwC’s Indigenous Consulting (PIC) is an unprecedented partnership between Indigenous 

Australians and PwC Australia. Offering advisory services across Australia, PIC is an independent member 

firm in the PwC global network. Launched in November 2013, PIC is majority owned, led and staffed by 

Indigenous Australians. PIC’s Indigenous owners control a 51 per cent share in PIC, PwC Australia holds the 

remaining 49 per cent.  

PIC pairs cultural understanding with collective expertise in employment, land, water and native title. By 

pairing these qualities, PIC aims to help Indigenous communities prosper and reverse the human cost 

caused by poor policy advice.  

Stakeholder benefits: Despite PIC’s youth, there is clear potential for the firm to lift the quality of 

Indigenous advice – increasing the efficiency of spending in the Indigenous sector and strengthening some 

of Australia’s most disadvantaged communities. Of additional benefit is the way PIC builds capacity for 

indigenous communities to be self-determining.  

 

6.7. Existing organisations establishing enterprise PSMs 

There are a range of examples of Australian enterprise co-operatives that have been established to 

allow individual businesses to achieve success by operating collectively. One example is the 

Hunternet, non-profit enterprise co-operative which has helped the Hunter Region in NSW 

engineering sector remain resilient.193 Similarly Capricorn Society is an automotive parts purchasing 

co-operative that uses the combined buying power of its 15,000 members, primarily small to 

medium automotive repair businesses, to leverage better pricing and to provide a range of 

innovative services to improve the business operations of the members. Services include trade 

directories, member travel service and business protection.194 Coleambally Irrigation Co-operative 

Limited (CICL)195 is Australia's fourth largest owner and manager of irrigation assets and is wholly 

owned by farmers, and uses world-class technology which is Australian designed and built.  

Public service reform, especially client directed care mechanisms such as the National Disability 

Insurance Scheme, has been the catalyst for change in public service markets including increasing 

                                                           
191 W Davies & R Yeoman, Becoming a public service mutual: undersanding transition and change, Oxford Centre for Mutual & Employee-

owned Business; Kellogg College; University of Oxford, 2013, <http://www.kellogg.ox.ac.uk/sites/kellogg/files/images/Becoming a 

Public Service Mutual.pdf>.  
192 Office for Public Management.  
193 http://www.hunternet.com.au/page12036/Home.aspx  
194 http://www.capricorn.coop/  
195 http://new.colyirr.com.au/  
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competition and volatility. These changes will lead to new entrants and exits, mergers and 

acquisitions, and collaborations and alliances. The latter opens up the opportunity for existing non-

government public service providers to group together in to an enterprise producer co-operative in 

order to achieve market power in terms of branding and marketing, economies of scale, and cost 

sharing.  

Currently the default approach to collaboration for public service providers is to use informal 

agreements or a memorandum of understanding, and to limit collaboration to sharing back office 

functions or forming coalitions for advocacy purposes. Where more substantive collaboration is 

considered then this leads to immediate consideration of mergers or acquisitions. An enterprise co-

operative may provide a more effective mechanism for achieving the goals of collaboration 

especially where market power can be achieved without each member organisation not losing its 

relationships with clients. Enterprise co-operatives may be particularly relevant where government 

outsourcing and procurement processes are designed to encourage consortium bids with a lead 

contractor e.g. NSW homelessness services196. 

In relation to the National Disability Insurance Scheme the availability of funds and support from 

the Industry Development Fund and the National Disability Insurance Agency may help groups of 

disability service providers to explore and establish enterprise owned PSMs. 

To realise the potential for establishing enterprise PSMs, this option needs to be promoted as an 

alternative to other collaboration approaches and the benefits of this approach needs to be 

evidenced through robust feasibility studies.   

                                                           
196http://www.housing.nsw.gov.au/Help+with+Housing/Homelessness/Going+Home+Staying+Home/Going+Home+Staying+Home+Contra

cting+Approach.htm  
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Case Study: Coleambally Irrigation Co-operative Limited  

Business structure: Dual structure - Coleambally Irrigation’s members enjoy membership of two co-

operatives: Coleambally Irrigation Co-operative Limited (CICL) and Coleambally Irrigation Mutual Co-

operative Limited (CIMCL). Both co-operatives have their own rules, their own boards and maintain 

separate financial accounts.   

State: Southern NSW 

Purpose: To be a world class water company by acquiring, trading and delivering water to meet the long-

term interests of our members – local farmers.197  

Overview: Coleambally irrigation assets were originally owned and operated as state-owned enterprise. 

On 21 January 2000, ownership of the irrigation assets were transferred to CIMCL was formed. CIMCL has 

responsibility for the future replacement of the major assets over the supply and drainage systems. All 

members pay an asset levy per megalitre of delivery entitlement to fund the future replacement of the 

irrigation infrastructure.198 CICL operates and maintains the irrigation supply and drainage system and 

delivers a range of corporate services on behalf of its 354 farmer members.  

Stakeholder benefits:  

���� Farmers have more ownership and control over how the assets are managed their financial 

success. 

���� State Government is better able to manage tighter water licensing conditions to address over 

allocation and provide for environmental flows. A condition of bulk water licences issued to 

Coleambally, for instance, is the implementation of community developed land and water 

management plans, which are integrated into the Murrumbidgee Catchment Management Plan.  

 

 

6.8. Corporates and community organisations transforming their business model 

The benefits and comparative advantage of public service mutuals may stimulate businesses and 

community service organisations to transform their business model. This may be particularly 

relevant in consumer directed care markets where community service organisations or businesses 

seek to retain clients by offering them ownership stakes and a democratic mechanism for control. 

Similarly, community service sector advocacy and representative organisations may decide to 

transform themselves into a consumer co-operative in order to purchase services which they can 

design and where they can achieve market power and buy services which offer greater value for 

money. 

Industry restructuring and consolidation, such as that expected with the implementation of the 

National Disability Insurance Scheme, may provide a significant driver for many small community 

service organisations to evolve their business model in order to remain viable. The New Zealand 

                                                           
197 Colleambally Irrigation http://new.colyirr.com.au/  
198 Colleambally Irrigation http://new.colyirr.com.au/  
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experience in privatising aged care services, demonstrates the dramatic shift from community 

service organisations to for-profit operators providing the majority of services after privatisation199.  

One strategy for small community service organisations to remain viable is to join together to form 

a PSM. The PSM structure is an opportunity to ensure the diversity and choice offered by these 

smaller providers is sustained, particularly in rural and remote areas of Australia. This may be 

particularly true where current government procurement processes favour larger community 

service organisations because of their apparent efficiencies generated from their larger size and 

national reach.  

The potential for this strategy will require further investigation. 

Key finding 8: There are a range of strategies to expand the role of public service mutuals including 

creating new organisations including spinning out from existing organisations, expanding existing PSMs 

and existing co-operatives and mutuals extending their activities to include public services. Each strategy 

will have both potential and barriers. 

Consultation question 8: What are the merits, opportunities and challenges of each strategy to expand 

PSMs? 

 

6.9. A system level case study – National Disability Insurance Scheme 

The National Disability Insurance Scheme (NDIS) is a system level example of where a range of 

different PSM models can be established including expanding existing PSMs, existing co-operatives 

and mutuals expanding their services to include PSMs and newly established PSMS from 

community service organisations and for-profit organisations.  

Overview 

In March 2013, the National Disability Insurance Scheme (NDIS) legislation was passed unopposed. 

The NDIS was established to address the significant unmet need and systemic failure of disability 

care and support services in Australia. NDIS was launched in July 2013, commencing with a number 

of trial sites in New South Wales, Victoria, Tasmania and South Australia. Western Australia, the 

Australian Capital and Northern Territories are now being rolled out with the national scheme to be 

implemented by July 2016.200 

Over the next few years, the scale and scope of the disability services market will grow considerably 

driven by the changes to access requirements and the focus on “the reasonable and necessary 

supports that help a participant to reach their goals, objectives and aspirations, and to undertake 

                                                           
199 G Thornton, Aded Residential Care Service Review, Aged Residential Care Service Review Steering Group, 2010.  

200 National Disability Insurance Agency, “National Disability Insurance Scheme,” <http://www.ndis.gov.au/welcome> [accessed 30 May 

2014]. 
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activities to enable the participants’ social and economic participation”201. How people with a 

disability engage with NDIS will also be very different from current arrangements with a strong 

emphasis on choice and control for NDIS participants. 

Social and economic participation of people with a disability: a wicked social problem 

People with disabilities and their carers are among the most disadvantaged groups in Australian 

society. They are more likely to experience poor health; lower levels of participation in 

education, training and employment; social exclusion; lack of access to goods, services and 

facilities and ongoing discrimination.202 This disadvantage is linked to a historical lack of sufficient 

supports. Provision of support has also been inequitable, as it often depends on location and the 

nature of the disability. Funding has been insufficient across all jurisdictions.  

The 2011 Productivity Commission’s public inquiry into a long-term disability care and support 

stated that underfunding is only part of the problem and that there are number systemic 

failures, including203: 

���� the fragmented structure of the disability system, and a lack of coordination, making it 

difficult for service users and their families to access services 

���� a lack of portability of disability supports between states 

���� outdated service models which distort allocation decisions 

���� a lack of person-centred planning and a general lack of consumer choice 

���� a lack of certainty around waiting times and the availability of supports, meaning that 

families cannot plan for the future 

���� the lack of essential frameworks that would allow the system to identify and solve its 

problems. These include a strong governance structure and data systems. 

The NDIS has been designed to address this wicked problem and the systemic failures. 

 

                                                           
201 National Disability Insurance Agency Strategy.  http://www.ndis.gov.au/sites/default/files/documents/strategic_plan.pdf 
202 Council of Australian Governments, National Disability Strategy 2010 - 2020, Commonwealth of Australia, 2011. 

203 Productivity Commission, Disability Care and Support, in Australian Government, Australian Government, 2011, 

<http://www.pc.gov.au/projects/inquiry/disability-support/report> [accessed 30 May 2014].] 
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The emerging and growing NDIS disability service market 

The NDIS is a client directed care program run by the National Disability Insurance Agency (NDIA), 

an independent Government agency. The NDIS funds long-term care and support. It is consumer 

choice driven where consumers receive individualised support packages and can choose their 

service providers. Alternative methods of implementation of NDIS are being trialled in each state 

and territory, however the process is based on an online eligibility checker, a planner from the 

NDIA which will help individuals identify their goals and aspirations, an NDIA local co-ordinator that 

will ensure there is a supply of appropriate services, the individual will then choose a provider(s). In 

addition, there will be requirements relating to accreditation, quality standards and reporting. 

This constitutes a significant change in arrangements for people with disabilities and there will 

inevitably be a range of information asymmetries which will need to be resolved for people with 

disabilities to achieve their goals and aspirations and for NDIS to achieve its full potential. 

The current disability service market comprises a small number of large multi-functional and 

specialist not-for-profit providers and thousands of small to medium-sized providers. It is envisaged 

that the future NDIS market will require a combination of new entrants, the expansion of existing 

providers and higher levels of collaboration between service providers. The disability service 

workforce will need to grow considerably with many thousands of new jobs created. There will also 

need to be significant growth in other indirect areas such as: providing support and 

accommodation for people with disabilities who wish to live independently or in small group homes 

and; employment services for people with disabilities seeking appropriate and productive training 

and employment.  

It is envisaged that many existing service providers will need to transform their organisation with a 

primary focus on people with disabilities and not as in the past satisfying government funding 

requirements which were often based on the delivery of ‘block funded’ tightly defined activities 

and adhering to quality assurance standards.204 

It is anticipated that competition in the NDIS market will increase significantly, placing greater 

emphasis on service providers communicating the value of the outcomes they achieve for people 

with a disability, and their efficiency and therefore the price of their services. It is envisaged that 

larger service providers and potentially new entrants will seek to significantly grow their market 

share in terms of both scope of services offered and their geographic coverage. Smaller and 

medium-sized service providers may wish to invest in formal collaborations and operate collectively 

                                                           
204 Productivity Commission, Disability Care and Support. 
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to market a wider range of integrated services, to achieve economies of scale and to operate more 

efficiently through shared services. 

Options for an expanded role for PSMs in the NDIS  

There are a range of opportunities for PSMs to not only address the long-standing systemic failures 

but also to exploit the full potential of NDIS. PSMs have the potential to: 

Increase consumer choice and control  

���� Help individuals and communities to realise choice and control and formulate their own 

responses to problems.  

���� NDIS consumers will be able to design individualised packages and through collective 

action to purchase appropriate and affordable support which exploits their greater 

purchasing power and economies of scale.  

���� Address information asymmetries through collective action which if not resolved will 

significantly limit the potential of people with disabilities (PWD) to achieve their goals and 

aspirations.  

���� Deliver affordable high quality support services through the incentives which exist for 

both consumer owned and employee owned PSMs.  

Increase organisational diversity and resilience 

���� Help establish a cohort of new disability support organisations which can go to scale or be 

replicated in other communities. Identify and address missing markets or under provision, 

for example, in relation to appropriate and affordable provision of accommodation and 

support for PWDs to live independently.  

���� Help organisations change the scale and scope of their activities including spinning out 

teams in to new independent organisations. 

���� Help organisations transform their business models to make them either consumer 

centric or mobilising incentivised employees.  

���� Help organisations build sustainable structures for collaboration where they have control 

over collective action and a stake in the long term success of not only their organisations 

but also those organisations they collaborate with. 

Facilitate the establishment of new employee-owned organisations and expand the workforce 

���� Support the expansion of the disability service workforce where employees receive 

appropriate education and training, and mentoring and peer support.  
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Stimulate public service innovation   

���� Facilitate government privatisation and outsourcing strategies that deliver greater value 

for money through affordable and high quality services delivered by staff that have a 

public service ethos and have benefited from continuing professional development. 

���� Support the work of the NDIA especially relating to planning and local co-ordination.  

���� Reduce the risk of service failure relating to vulnerable individuals and reduce the need 

for regulation and oversight relating to consumer protection. 

A number of different PSMs business models are available to deliver on the goals of the NDIS and 

address the long-term issues of providing high quality and affordable disability services in Australia. 

It is envisaged that in order for the growth strategies to be successful they will need the support of 

the NDIA, National Disability Services, existing providers and existing co-operatives and mutuals. 

The following illustrate the potential for growth: 

 

1. Expanding existing public service mutuals  

���� The growth of the NDIS disability service market will provide significant opportunities for 

existing PSMs to expand the scale and / or scope of their disability services however this 

growth may require access to capital and capacity building support.  

���� For existing “consumer” PSMs which are owned and controlled by people with a disability 

(PWD) they will have the opportunity to design specialised and more holistic supports to 

help PWD to achieve their NDIS defined goals and aspirations, to broaden their service 

offering to members, and widen their membership to include more PWD eligible for NDIS 

and achieve economies of scale. 

���� A key role for consumer owned PSMs relates to addressing the inevitable information 

asymmetries. Consumer PSMs can collectively assemble intelligence on NDIS to help 

individual members maximise the value and effectiveness of the NDIS. This will 

significantly improve the overall efficiency of the NDIS where the NDIA will have the 

opportunity to engage with a single organisation representing the interests of many 

members as opposed to the default of engaging with each individual. This will facilitate 

the identification of opportunities relating to planning and local coordination such as 

identifying a group of young PWD seeking to live independently in a small group home. 

���� For existing employee owned PSMs the growth in the NDIS market will provide an 

opportunity for them to expand their membership to service more PWD. This offers 

advantages in terms of growing the disability service workforce whilst ensuring high 

quality of service provision and minimisation of risks associated of working with 

vulnerable people. Employee-owned PSMs offer education and training, mentoring and 

peer support for their employee owners. The employee-owners will also be incentivised 

to ensure that the service they provide are both affordable and of the highest quality 
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either through specialised or holistic support. They will also be incentivised to remove the 

risk of service failure which can lead to an erosion of trust and business failure. 

 

2. Existing co-operatives and mutuals extending their activities to include public service 

provision and thus create shared value 

���� There are a wide range of opportunities for existing co-operatives and mutuals to deliver 

NDIS supports. For the large member consumer owned mutuals it is inevitable that they 

have existing relationships with PWDs and their families. These relationships may be in 

related services such as health insurance but may also be through non-related services 

such as motoring services. These existing co-operatives and mutuals could play an 

influential role in addressing information asymmetries for PWD and help PWD with 

common goals and aspirations to purchase support that is designed to their needs and at 

a lower price.  

���� Both health insurance and motoring service mutuals have proven mechanisms to link 

consumers to accredited service providers and to ensure that the services are 

appropriate, affordable and of high quality. These existing consumer owned mutuals have 

the three key benefits:  1. employ large workforces with relevant skills and experience 

which can be utilised to grow the disability service workforce; 2. have critically important 

infrastructure such as case management systems which could be utilised to help existing 

disability service providers deliver more efficient and effective services, and also help 

them work collaboratively through shared systems and; 3. have a strong track record of 

social innovation, such as the NRMA’s Living Well Navigator, which could stimulate new 

approaches to delivering disability services. 

���� Some of the larger consumer member owned mutuals also have the potential to utilise 

liquid capital on their balance sheets to invest in support at scale which serves the interest 

of their members. For example, the acquisition and provision of aged care facilities by 

health insurance and motoring service mutuals such as HCF and RAC WA. 

���� Co-operative community housing organisations have the potential to play a significant 

role in addressing the lack of supply of appropriate and affordable accommodation for 

PWD who wish to live independently and in group homes. They have the potential to 

either utilise their own capital or to attract external capital. 

���� The full potential for existing co-operatives and mutuals could be explored through a 

systematic approach to innovation based on creating shared value where opportunities 

for co-creating commercial and social value are identified which triggers a process that 

assessed the feasibility. 
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3. Newly formed PSMs created by: 

a. Government outsourcing, privatisation, and ‘spinning out’ public services and public 

service teams 

���� There are a number of existing opportunities to spin out new PSMs from Federal 

Government including Australian Hearing and Commonwealth Rehabilitation Services 

Australia. Both offer the opportunity for existing public service employees to explore the 

potential through a process of co-operative entrepreneurship either at a functional / 

business unit or in specific geographies.  

���� In the UK the government policy of the “Right to Request” provided an effective 

mechanism for this approach, which was also supported by significant support in terms of 

capacity building both individuals and the prospective PSM.  

���� These new employee-owned PSM will harness public service employees’ public service 

ethos and latent entrepreneurial and enterprising talent, whilst incentivising them to 

establish a sustainable business that delivers both commercial value and affordable high 

quality public services. They will also help address workforce issues by retaining expert 

and dedicated staff and providing a platform for recruiting and training new staff. 

���� There are similar opportunities in each state and territory to spin out the disability 

services that are still government delivered especially those relating to home care. There 

are also opportunities at a local government level. 

���� The proximity of employees to PWD and the relationships that have been developed offer 

considerable potential not only in terms of helping PWD maximise the value of NDIS but 

also as the catalyst for innovation in service delivery.  

���� Combining a “Right to Request” mechanism with capacity building support may help 

support strategies to grow the disability services workforce where existing teams can not 

only maintain provision but also provide the platform for recruiting, training and 

supporting the next cohorts of disability service workers. 

 

b. Communities in response to their specific community needs 

���� Many PWDs are already well served by representative bodies either relating to the nature 

of their disability or where they live however there remain significant areas where PWD 

do not have access to a representative body. Where this failure exists there will be an 

opportunity for a new consumer PSM to be established. Initially, the purpose may be 

focused on resolving information asymmetries and helping PWD to engage with NDIS 

however over time these collectives can work with the NDIA and service providers to 

design the support they require and also purchase services collectively to benefit from 

economies of scale and the bundling of service offerings. 
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���� Communities may need help in terms of the co-operative entrepreneurship and capacity 

building in order to establish a sustainable consumer PSM. 

 

c. Employees to meet individual and community needs 

���� The increasing demand for disability support and need to significantly expand the 

workforce for disability services will open up opportunities for new employee-owned 

PSMs. This structure will be attractive to employees that want to have control over the 

quality of the support they provide, the affordability and therefore accessibility of 

services, their careers, and personal and family finances. 

 

d. Existing non-government public service providers grouping together into an enterprise 

producer co-operative 

���� As noted above, the disability service market comprises a large number of small and 

medium sized providers which may face increasing competition and find it difficult to 

survive and thrive as the size of the market and funding increases. In such volatile and 

dynamic markets it is likely that there will be an ongoing process of rationalisation based 

on exits and mergers and acquisitions, there will also be the opportunity for collaboration 

to facilitate market position, economies of scale and efficiencies through shared services. 

Historically not-for-profit organisations have faced challenges when pursuing merger and 

acquisition strategies and collaborative arrangements have been limited by quasi-formal 

mechanisms such as a memorandum of understanding. Establishing an enterprise owned 

PSM may provide a viable alternative Third-way where existing providers are able to 

retain relationships with their clients whilst being marketed as a larger collective either 

offering a broader range of services or a wider geography. This also offers the platform for 

economies of scale including bulk purchasing and the sharing of services such as a 

common case management system. 

���� Given the track record of mergers and acquisitions and limitations of MoUs, existing 

service providers may require capacity building support to explore the potential of and 

then establishing an enterprise PSM. 

 

e. Corporate and community organisations spinning out teams 

���� The growth of the disability service market, increase in competition and volatility may 

lead to some existing providers – both for-profit and not-for-profit – to consider exiting 

services and/or locations. These exits provide an opportunity for an employee or 

community owned PSM to take over responsibility for continuing services. The success of 

such a strategy will be heavily dependent on co-operative entrepreneurship and the 

commercial viability of the new independent service. Whilst viability may have been 
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problematic in a large organisations there may be opportunities to diversify and satisfy 

unmet need that then make the proposition viable. 

���� It is assumed that the parent organisation would offer support for such a proposition but 

there may also be need for external independent advice to ensure the new PSM is 

sustainable and maximises its social impact. 

���� Corporate and community organisations choosing to transform their business model to a 

co-operative or mutual structure.   

���� Any disability support organisation have evolved from self-help community based groups. 

Over time some of these organisations have become larger and more bureaucratic and 

the relationship with PWDs has eroded. In these cases  there may be an opportunity for 

organisations to not only change their legal form from company limited by guarantee to 

co-operative but also to re-orient the workforce and internal systems so that they are 

truly consumer / client driven. 

���� Representative organisations could also transform from advocacy to purchasers of 

services to get better value from NDIS. Adopting a co-operative structure would ensure 

that the members have real choice and control through their consumer economic 

participation. 

���� For-profit providers may also see long term value in becoming employee or consumer 

owned to incentivise member participation and become sustainable disability support 

providers which thrive in the NDIS market place. 

���� This strategy has the risk of creating quasi-co-operatives which do not have to comply 

with the requirements of being a co-operative and dilute the potential of PSMs.   

 

 

 

 


