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7. Scaffolding the Growth of Public Service Mutuals 

The previous chapter has set out a range of strategies for expanding the role of public service 

mutuals however each strategy will require a range of support or scaffolding for PSMs to achieve 

their potential. Whilst individuals, communities and organisations will be able to explore the 

potential of PSMs, it is likely that they will need access to expert advice and substantial support. 

This approach has been adopted in the United Kingdom through the combined efforts of the co-

operative and mutual sector, government and other intermediary agencies.  

Scaffolding – a way to grow understanding, development and independence of PSMs 

To expand the role of PSMs in delivering public services in Australia, a range of scaffolding will be required. 

The term ‘scaffolding’ is used in education policy reform to describe a variety of instructional techniques 

used to move students progressively towards stronger understanding and, ultimately greater 

independence in the learning process.205  

In the context of PSMs, scaffolding refers to the supportive structures such as funding, training, knowledge 

exchange, business and legal support etc which enable newly established PSMs to overcome the initial 

challenges associated with starting a new co-operative business. Scaffolding provides the support which 

enables PSMs to bridge the gap from their old operating model (for-profit or community service 

organisation) to a PSM operating model. As the capability, scale and financial sustainability of PSMs 

reaches a tipping point, the scaffolding is slowly removed enabling PSMs to operate independently and 

successfully. These scaffolding activities will require the involvement of a wide range of stakeholders 

including the co-operative and mutuals sector, government, not-for-profit organisations and intermediary 

agencies. 

 

The following sections explore a number approaches to scaffolding the growth of PSMs. 

7.1. Raising awareness of a Third-way for delivering public services through PSMs 

The lack of awareness of co-operatives and mutuals in general and specifically PSMs will limit the 

potential of PSMs. A range of approaches can be adopted to provide not only information but 

evidence which will assist in assessing the feasibility of a PSM approach. Whilst the primary 

stakeholder for this information and evidence will be co-operative entrepreneurs it is important to 

recognise that other stakeholders such as government and not-for-profit organisations will also 

need access in order to recognise and support PSM opportunities. 

This Green Paper provides a foundation for providing information and it is anticipated that the 

assembled case studies will be particularly useful for individuals, communities and organisations to 

                                                           
205 Great Schools Partnership, “The Glossary of Education Reform,” <http://edglossary.org/scaffolding/> [accessed 4 June 2014].  
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explore PSMs. The development of further “Pathfinder” case studies including the development of 

model structures, toolkits, templates and guides might all serve to assist exploration of PSMs, 

assessing feasibility, and implementation. These resources may consider key elements of delivering 

public services such as government procurement processes. Specialised resources may also be 

required to:  

���� assist in developing employee-owned spin outs from government organisations 

���� engage with client-directed care mechanisms such as the NDIS where there are significant 

opportunities for consumer, producer and enterprise PSMs. 

These resources could be made available through a dedicated web portal and also by piggybacking 

on existing infrastructure that serves the government, business and not-for-profit sectors. The 

Business Council of Co-operatives and Mutuals could provide a focal point for such an initiative and 

leverage their relationships with state co-operative development and registry agencies. 

Given the lack of awareness of PSMs it is unsurprising that there is only limited substantive 

research and evidence on their efficacy. There is an existing network of university based 

researchers on co-operatives and mutuals which could provide the base for a dedicated program of 

research and evaluation on PSMs. This program could range from a virtual network through to a 

dedicated research institute, however given the emergent nature of PSMs it ideally should adopt a 

co-operative structure to scaffold the development of PSMs.  

The Australian Housing and Urban Research Institute (AHURI) is one example of a national 

collaborative “network of researchers, universities and policy and practice communities”.206 AHURI 

funds, conducts, tailors and disseminates high quality research. It is responsible for developing and 

maintaining an overall research strategy which is developed collaboratively and seeks consensus on 

priorities. The research undertaken is applied research and seeks to directly inform both policy and 

practice with emphasis placed on translation of research findings through a range of publications 

and events. Members of the AHURI network have an economic stake by contributing to its funding 

and collectively they also seek additional research funding. 

There may be merit in exploring the desirability and feasibility of establishing an AHURI style 

research network for public service mutual. 

7.2. Training, capacity building and expert advice 

Whilst many individuals, communities and organisations may be able to effectively utilise online 

resources many others may seek additional support in terms of training and capacity building. 

There is a well-developed ecosystem of support for businesses including small and medium 

enterprises comprising government supported agencies, Chambers of Commerce, consultants and 

professional advisors.  The ecosystem for community service organisations is less developed but 
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has a range of national, state and local support and development agencies. Over the last decade an 

ecosystem of intermediaries has also emerged for social enterprise.  

The establishment of the Business Council of Co-operatives and Mutuals has been a significant 

development in developing the ecosystem for co-operatives and mutuals. There are a number of 

experts and advisors that can provide training, capacity building and professional advice however it 

is unlikely that there will be sufficient supply of these services to meet the potential demand.  In 

the United Kingdom the co-operative and mutual sector played a proactive role in developing PSMs 

through a combination of roles including ambassadors, mentors, and consultant advisors. This 

reflects the international co-operative principles of co-operation between co-operatives and 

commitment to community.  

The Industry Public Service Mutual Task Force is in itself an expression of these co-operative 

principles. Evidence over the last few months also demonstrates that existing co-operatives and 

mutuals including existing PSMs are willing and able to share their experiences and indeed that 

those interested in PSMs have a strong appetite to consume this experiential learning. In the UK the 

government appointed Mutuals Ambassadors recruited from the co-operative and mutual sector 

are recognized as being an effective way of providing advice, assisting in development of and 

stewardship of the development of PSMs. The Business Council of Co-operatives and Mutuals is in a 

position to stimulate and co-ordinate this co-operative support. 

The proposed National Centre of Excellence for Civil Society, whilst focusing primarily on the 

broader not-for-profit sector and civil society, may provide a platform for developing and 

distributing training resources for PSMs using the full range of delivery mechanisms from online to 

face to face. There may however be sufficient demand for and merit in the establishment of a 

dedicated Public Service Mutuals Development Agency to provide training, capacity building and 

expert advice.  

Such a development agency could focus on specialisms which are unlikely to be available through 

existing mechanisms such as co-operative entrepreneurship which will be fundamental to the 

establishment of and conversion to PSMs. 

A development agency could also provide the platform for a network of co-operative consultants to 

provide direct support to individuals, communities and organisations considering PSMs as well as 

government and other stakeholders. Some of this support could be provided by existing 

professional advisors through a combination of pro bono arrangements and fee for service. Existing 

business, not-for-profit and social enterprise intermediaries may also develop specialist expertise in 

relation to PSMs to scaffold the development of PSMs.  

7.3. An enabling legal, regulatory and policy environment for public service mutuals 

The recent establishment and roll out of the national co-operative legislation is an important 

element of an enabling legal and regulatory environment however the existing capacity for legal 
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advice and regulatory support is limited and may be inadequate if there is significant demand for 

the establishment of and conversion to PSMs. The degree to which this lack of capacity may be a 

barrier requires further investigation. 

There are also areas where significant development work may be required relating to the legal and 

regulatory environment to support specific types of PSMs such as employee-owned spin outs from 

government agencies. Employee Ownership Australia and New Zealand207 is already engaging with 

government and other stakeholders on the overall development of employee ownership and is best 

placed to further explore the specific requirements relating to employee-owned PSMs. 

In the UK many of the employee-owned PSMs that have spun out of government have utilised the 

Community Interest Company (CIC) legal form which was established to facilitate social enterprise 

by providing a vehicle which provides:  

���� a strong and flexible governance structure including multi-stakeholder governance 

���� an asset lock so any assets transferred by government can only be used to benefit 

communities 

���� facilitates the use of both debt and equity capital where the latter has limits on both 

ownership and dividend return 

���� and requires an annual statement to the registrar of the community benefit created.  

A legal models Working Group of the Social Innovation, Entrepreneurship and Enterprise Alliance 

(SIEEA)208 is currently considering the need for and merits of the introduction of a new legal form 

such as a CIC, and how existing legal forms can be effectively used for social enterprise. The report 

from this working group may provide further insights relevant to PSMs.  

In the UK there were also significant policy levers to encourage PSMs especially in relation to 

employee-owned spin outs from government.  The Federal and State Government privatising and 

outsourcing initiatives may render these policy levers irrelevant if scoping studies and privatising 

and outsourcing strategies include the PSM option. The evidence to date is that PSMs are not 

identified as an option, it will therefore be important to target PSM development work at those in 

Federal, State and Local Government responsible for privatisation and outsourcing. 

There may also be an opportunity to utilise the re-establishment of the Prime Minister’s 

Community Business Partnership209. Although this appears to be focused on creating a culture of 

corporate giving and volunteering there may be an opportunity to explore how the existing co-

operatives and mutuals which are embedded in communities and mobilise millions of members can 

co-create commercial and social value or shared value. 

                                                           
207 http://www.employeeownership.com.au/  
208 http://socialenterprise.org.au/  
209 http://www.dss.gov.au/our-responsibilities/communities-and-vulnerable-people/publications-articles/community-business-partnership  
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7.4. Accessing start-up and working capital 

The establishment and growth of any organisation requires access to capital. The primary source of 

capital for co-operatives and mutuals is often their members. The potential for raising capital from 

communities has increased significantly over recent years with examples of significant community 

capital raising. For example, Hepburn Wind210 in Central Victoria was Australia’s first community 

owned wind farm with two thousand co-operative members raising almost $10 million capital. 

In other jurisdictions there have also been significant success in using Community Shares to raise 

capital. For example, in the United Kingdom focus has been on “withdrawable share capital” which 

is a form of risk capital that is unique to co-operatives which provides a democratic form of 

community ownership211.  

Raising capital from members may however be insufficient if there are significant costs of set up 

and operations, or if there is insufficient time to establish a member capital raising initiative, this 

may lead a PSM to seek external capital. There may also be the need for significant external capital 

if the establishment of a PSM involves the transfer of assets. The creation of Co-operative Capital 

Units and their recognition in the national co-operative legislation facilitates a PSMs access to 

external capital without compromising the ownership and control by its members.  

In the United Kingdom a range of sources of capital and support funding have been utilised 

including a $14 million capacity building fund and funding provided by Big Society Capital (Social 

Investment Finance Intermediaries212), the National Endowment for Science and the Arts (Nesta)213, 

and specialist social finance intermediaries such as DERiC214 which invests in community owned 

organisations. These organisations and other funders also provide funding to help organisations 

become investment ready, for example, the BIG Lottery Fund’s support for better commissioning of 

public services215. 

The Business Council for Co-operatives and Mutuals (BCCM) or a dedicated development agency 

could provide advice on funding to PSMs and also broker relationships between agencies offering 

capital and PSMs demanding capital. The sector of investment for PSMs is critically under 

developed in Australia, with co-operatives and mutuals themselves a potential short to medium 

term provider of investment capital until such time as the investment space matures. The BCCM 

could also explore the potential for establishing a PSM development fund with capital provided by 

existing co-operatives and mutuals, and social investment finance intermediaries such as the Social 

Enterprise Development Investment Funds (SEDIF)216.    

                                                           
210 http://hepburnwind.com.au/about/  
211 http://www.uk.coop/document/practitioners-guide-community-shares  
212 http://www.bigsocietycapital.com/how-we-invest  
213 http://www.nesta.org.uk/project/nesta-impact-investments  
214 http://deric-cic.org.uk/  
215 http://www.biglotteryfund.org.uk/global-content/programmes/england/commissioning-better-outcomes-and-social-outcomes-fund  
216 http://employment.gov.au/social-enterprise-development-and-investment-funds  
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7.5. An ecosystem for existing co-operatives and mutuals to help create PSMs 

There is the opportunity for the existing co-operative and mutual sector to combine its resources 

and passion to strengthen this Third-way approach. The formation of the National PSM Task Force 

and the resourcing of this research project is an example of the sector's willingness for shared 

contribution to create shared value.  

The establishment and growth of any organisation requires access not only to capital but also to 

successful examples on which to mirror or model replicates, sector support, 

mentorship, champions and guidance. We have discussed the role of existing co-operatives and 

mutuals in helping to build the systemic capacity to develop new PSMs and we have discussed the 

role of existing mutuals in creating shared value by developing new member offerings and 

improving their own products and services to meet not only members' needs but also to serve 

wider social service delivery markets (e.g. NRMA's Living Well Navigator and RAC's acquisition of St 

Ives Group).  

Existing community service organisations, especially smaller, fragmented ones in sectors like aged 

care, health, disability and education could be assisted to adapt co-operative and mutual structures 

to be more aligned to changing community expectations with regard to transparency, governance, 

power-sharing and inclusion, and to be able to meaningfully deliver on the choice and control 

constructs in the new consumer-directed policy environments. 

The BCCM could be the focal point for an ongoing sector-wide collaboration to strengthen and 

support the Third-way approach to public service delivery, through such initiatives as maintaining 

and evolving the PSM Task Force, supporting research to investigate the new markets for 

existing co-operatives and mutuals in social service delivery and providing pathways for pipeline 

investment from the co-operative and mutual sector to start-up and capitalise new PSMs (e.g. 

a revolving loans fund). 

 

Key finding 9: A range of activities will be required to scaffold the development and growth of PSMs. These 

activities will include mechanisms: to increase awareness; to provide training, capacity building and expert 

advice; to create an enabling legal, regulatory and policy environment; to provide access to start up and 

working capital. These scaffolding activities will require the involvement of a wide range of stakeholders 

including the co-operative and mutuals sector, government, not-for-profit organisations and intermediary 

agencies. The co-operatives and mutuals sector has the potential to play an instrumental role. 

Consultation question 9: What are the most important scaffolding activities to establish and develop PSMs 

and which stakeholders can contribute to these activities? 

 

 


