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1. Introduction  

The context for delivering public services in Australia is fundamentally changing.2 Demand for 

services is increasing significantly, driven by an ageing population, a desire to provide opportunities 

for all segments of the population – especially people with disabilities, and a focus on addressing 

the wicked social problems such as obesity, Indigenous disadvantage, affordable housing and 

homelessness.3 In addition there are increasing expectations in terms of the quality and 

accessibility of public services, and a preference for recipients of public services to have choice and 

control over the services they access.4  

In Australia, like many jurisdictions governments are withdrawing from delivering public services 

and devolving service delivery to non-governmental organisations. Currently privatising and 

outsourcing public service delivery has focused on for-profit and community service organisations, 

however these options also have limitations and there is increasing emphasis on public service 

innovation. This paper seeks to explore and evidence a viable alternative Third-way where co-

operatives and mutuals play an expanded role in delivering public services. To date the full 

potential of co-operatives and mutuals delivering public services has not be recognised and 

therefore not realised. 

Both the Coalition and former Labor Governments have recognised the importance of alternative 

approaches to public service delivery including consumer directed care (e.g. National Disability 

Insurance Scheme), social impact bonds (NSW - relating to out of home care and parenting), and 

payment by results mechanisms (Queensland State Government). The recent National Commission 

of Audit report and 2014 Budget Statement confirm that Federal Government, where possible, is 

withdrawing from its role of delivering public services as part of a protracted fiscal restraint 

program. This has initiated a process of abolishing, privatising and outsourcing components of the 

Government apparatus.5  

The drivers for this strategy are about achieving long-term fiscal sustainability and increased 

economic and social productivity. Underpinning this approach is a belief that:  

���� governments can achieve better value for money through non-government agencies 

delivering public services 

���� tax revenues are not keeping pace with increasing demand for public services 

                                                           
2 Advisory Group on Reform of Australian Government Administration, Reform of Australian Government Administration: Building the 

world’s best public service, Australian Government, 2009, <http://www.ippr.org/events/54/6278/lord-adonis-on-public-service-

reform>. 
3 Australian Public Service Commission, Tackling Wicked Problems: A Public Policy Perspective, Routledge, 2007. 
4 Advisory Group on Reform of Australian Government Administration.  
5 M Considine, JM Lewis & S O’Sullivan, “Quasi-Markets and Service Delivery Flexibility Following a Decade of Employment Assistance 

Reform in Australia,” in Journal of Social Policy, vol. 40, 2011, 811–833, 

<http://www.journals.cambridge.org/abstract_S0047279411000213> [accessed 25 March 2014].  
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���� more efficient and effective approaches are required to better meet the needs of users 

such as the case with disability services.  

State Governments have also adopted public service reform strategies to address the demand and 

supply side issues6. State governments are also looking at new commissioning frameworks that 

focus on achieving outcomes (e.g. Tasmania7) and opening up the potential to use social finance 

(e.g. Queensland). 

Whilst there are already many Australian co-operatives and mutuals providing public services, the 

full potential of their role in public service reform is yet to be recognised in Australia.8˒9˒10 Evidence, 

outlined in this Paper, suggests that co-operatives and mutuals delivering public services have the 

potential to: 

���� generate better social outcomes for individuals and communities 

���� offer greater value for money for purchasers of public services 

���� generate higher social and economic returns for investments in public services 

���� generate greater economic and social resilience for individuals, communities and 

organisations 

���� achieve higher levels of consumer engagement in public service delivery 

���� achieve high levels of employee wellbeing for those delivering public services.11˒12 

The rapid growth of public service mutuals (PSMs) in the UK – through public service employees 

creating their own independent employee-owned social enterprises – across many public policy 

areas has attracted considerable interest in Australia.13 In the UK, a series of policies including the 

right to request, has led to a rapid expansion of PSMs. Since 2007, there have been two million new 

members of PSMs and as at July 2013 there were 71 public service mutuals employing 35,000 

people and delivering over $2 billion of public services.14 The early indications are that these new 

PSMs are delivering against government expectations15, although further research is required as the 

                                                           
6 NSW Government, Legislative Assembly Committee on Community Services Inquiry into Outsourcing Service Delivery NSW Government 

Response to Questions on Notice, , 2012.. 
7 Community Sector Relations Unit, DHHS Funded Community Sector Outcomes Purchasing Framework, Department of Health and Human 

Services, 2014, <http://www.tascoss.org.au/Portals/0/IDU/DHHS Funded Community Sector Outcomes Purchasing Framework 

(2014).pdf>. 
8 R Denniss & D Baker, “Who knew Australians were so co-operative ? The size and scope of mutually owned co-ops in Australia,” , 2012. 

Denniss, R., & Baker, D., 2012,  
9 T Mazzarol, “Mutual Ownership within Australia’s Top 500 Private Companies,” in Sustainable Cooperative Enterprise Research Program, 

vol. September, 2013.  
10 Net Balance Research Insititute, The Role for Co-operatives and Mutuals in Delivering Australian Public Services, , 2013, 

<http://www.netbalance.com/sites/all/themes/netbalance/research/PublicServiceMutuals.pdf>. 
11 Mutuals Taskforce, Public Service Mutuals: The Next Steps, in Cabinet Office, , 2012. 
12 Mutuals Taskforce, Our mutual friends: Making the Case for Public Service Mutuals, in Nursing times, , 2011, XCV. 
13 Net Balance Research Insititute. 
14 A Brown & L Watt, Soft Finance, Hard Choices: A review of the finance market for public service mutuals, The Boston Consulting Group, 

2013.  
15 R Leontaridi, “Public sector mutuals are Cabinet Office success,” in The Guardian, , 2013, <http://www.theguardian.com/social-

enterprise-network/2013/feb/01/public-sector-mutuals-cabinet-office> [accessed 30 May 2014].  
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PSMs demonstrate how they operate over time16.This early success has prompted consideration of 

emulating these policies in other jurisdictions.  

The public service reform processes, the evidence from other jurisdictions and the persistence of 

market, government and community service organisation failures in public service markets – 

especially those relating to wicked social problems – suggest that an alternative approach, a Third-

way, based on co-operative and mutual approaches may be beneficial.17˒18  

Evidence from both within Australia and other jurisdictions suggests that co-operatives and mutuals 

play an effective and potentially distinctive role in public services based on client directed care 

where consumer co-operatives help individuals and communities to derive better services, and 

greater value for money by overcoming information asymmetries.19˒20˒21˒22˒23 Similarly, as public 

service markets change, enterprise co-operatives can provide a mechanism for existing service 

providers to collaborate to both market their services and also derive efficiencies by sharing costs.24 

New producer (employee) co-operatives could also emerge as new entrants to expanding public 

service markets.25 Finally, as Governments withdraw from direct service delivery the evidence from 

the UK is that Governments now have the real option to consider privatising and outsourcing 

services by spinning out agencies and teams into independent social enterprises using an 

employee-owned, co-operative or mutual structure.26˒27 

Co-operatives and mutuals have not featured in the analysis, recommendations and proposals of 

the National Commission of Audit, Budget Statement 2014 and State Government reports on public 

service reform. However, there is now increasing interest and awareness amongst key 

stakeholders, primarily through activities promoted by this initiative including:  

���� the 2013 briefing paper28 on public service mutuals 

���� the formation of the Public Service Mutual Task Force and UK Experts Panel 

���� a series of public service mutual workshops including UK expert Peter Hunt, Chief 

Executive Officer of Mutuo that have engaged over 150 people 

���� a series of workshops and meetings for the Department of Social Services  

���� sector engagement through the Business Council of Co-operatives and Mutuals (BCCM)  

                                                           
16 R Hazenberg, Public service spin-outs 2014: Needs and wants, University of Northampton, 2014.  
17 J Birchall, “The potential of co-operatives during the current recession: theorizing comparative advantage,” in Journal of Entrepreneurial 

and Organizational Diversity, vol. 2, 2013, 1–22.  
18 Net Balance Research Insititute. 
19 Net Balance Research Insititute. 
20 Mazzarol.   
21 J Bland, Time to get serious: International lessons for developing public service mutuals, Co-operatives UK, 2011.  
22 Denniss and Baker.  
23 Co-operatives UK, The UK co-operative economy 2012: Alternatives to austerity, , 2012. 
24 RDA Mid North Coast, Co-operatives in Australia: A Manual, Co-operatives Federation of New South Wales, 2013, pp. 1–113.  
25 All Party Parliamentary Group on Employee Ownership, Sharing Ownership: The Role of Employee Ownership in Public Service Delivery, , 

2011.  
26 All Party Parliamentary Group on Employee Ownership. 
27 Communities and Local Government Committee, “Mutual and co-operative approaches to delivering local services,” vol. 5, 2012.  
28 Net Balance Research Insititute. 
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���� a social media platform with over one hundred participants 

���� individual meetings and conference presentations.   

These communication and engagement activities have reached public service employees from all 

tiers of government, a wide range of co-operatives and mutuals, community service organisations – 

both service providers and advocacy / representative bodies, social enterprises, for-profit 

businesses, intermediaries, trade unions and professional advisors. 

1.1. Green Paper 

This Green Paper seeks to set out the potential roles for co-operatives and mutuals delivering 

public services in Australia and how this potential may be realised for the benefit of Australian 

citizens and communities. The preparation of this Green Paper has been overseen by the Australian 

Public Service Mutual Task Force which was initiated by the Business Council of Co-operatives and 

Mutuals. The Task Force Secretariat has undertaken a comprehensive desk review of evidence from 

Australia and internationally. The Task Force and its Secretariat have undertaken a series of 

workshops in four State and Territory capitals, engaged with a range of existing co-operatives and 

mutuals delivering public services, consulted experts from the UK, held workshops and meetings 

with a range of relevant government agencies, and established and maintained a web based 

collaborative platform to gather evidence. 

This paper explores where co-operatives and mutuals may effectively address a particular problem, 

emerging issue or market need and provide an alternative. The systemic changes to disability, aged 

care and employment services, for example, provide an opportunity to consider more fundamental 

changes in approach to maximise the comparative advantage of co-operatives and mutuals. 

The Green Paper therefore investigates, evidences, and demonstrates the value of using co-

operative and mutuals arrangements in the delivery of public services in Australia. The Green Paper 

will inform and promote debate through a range of concluding questions. The intended outcomes 

are to engage key stakeholders and prompt feedback on the findings, and to present a compelling 

economic and social rationale to target opportunities for co-operatives and mutuals that can be 

executed in the near future. The feedback from this Green Paper and consultation will be used to 

prepare a White Paper that will present the key findings and recommendations of the Public 

Service Mutual Task Force. 

The audience of this Green Paper are those involved in public service reform, public service delivery 

and community governance and may play a role in facilitating, implementing, supporting, and 

challenging the development of co-operatives and mutuals. This includes government, existing co-

ops and mutuals, community service organisations, social enterprises, unions, corporates, and 

consumers of public services. 

The Green Paper first presents an overview of co-operative and mutual approaches to public 

service delivery, including their inherent characteristics, lessons learned from the UK experience in 
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developing PSMs, and the scale and scope of public service delivery by existing cooperatives and 

mutuals in Australia. The paper then provides a discussion of the comparative advantage of PSMs 

over other arrangements, with a summary of key PSM typologies which can be used to address the 

typical failures of current approaches. The paper then considers the potential mechanisms to 

support the establishment of co-operatives and mutuals in Australia. The Paper concludes with a 

series of consultation questions, to stimulate feedback on the Green Paper and to inform the 

following White Paper. 

1.2. Background 

In 2013 the Business Council of Co-operatives and Mutuals (BCCM) and bankmecu commissioned 

the Net Balance Research Institute to prepare a report which explored the potential roles for co-

operative and mutuals in delivering Australian public services.29 This research, and the experience in 

the UK and other jurisdictions, demonstrated that co-operatives and mutuals have the potential to 

generate better social outcomes, greater value for money, higher social return on investment, 

greater economic and social resilience, and higher levels of consumer engagement and employee 

wellbeing. The Net Balance Research Institute report recommended the establishment of a Public 

Service Mutual Task Force to support further evidence gathering and develop implementation 

strategies to realise the potential for Australian Public Service Mutuals. The Task Force was 

established in January 2014 and comprises a Chair, Members, Advisors, and Secretariat. This Green 

Paper, and following White Paper, represent the evidence gathering and has been commissioned 

by the Task Force. The Task Force Terms of Reference are provided in Appendix B. 

 

Key finding 1: The existing and potential roles of co-operatives and mutuals in public service delivery are 

absent from the major public service reform initiatives.  

Consultation question 1: What mechanisms can be used to ensure that current and future public service 

reform initiatives recognise co-operatives and mutuals?  

                                                           
29 Net Balance Research Insititute. 
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2. Co-operatives and Mutuals in Australia 

Co-operatives and mutuals are member-owned and controlled organisations that exist to generate 

benefits for their members and can be distinguished from other business and organising models 

such as investor owned businesses and charitable organisations.30 Co-operatives and mutuals can 

take many forms and are flexible organising models.31 Members may include customers, employees, 

enterprises, a defined community, or a combination of these. There are three main types of co-

operatives and mutuals: consumer, producer (employee) and enterprise (Table 1).32
,
33 Co-operatives 

and mutuals may also be a hybrid of these three types, with different aspects of each operating 

within one organisation.34 

There are an estimated 1,600 Australian co-operatives and mutuals businesses with more than 13 

million members with four out of every five Australian adults being members of a co-operative or 

mutual.35 Despite this prevalence, the co-operative and mutual sector remains in the shadows with 

only 30 per cent of Australians aware that they are members of a co-operative or mutual, and only 

16 per cent being able to name a co-operative or mutual.36 The launch of a national peak body, the 

Business Council of Co-operative and Mutuals (BCCM), in July 2013 was an important step for the 

development of the co-operative and mutual sector in Australia.   

Whilst there are many Australian co-operatives and mutuals delivering public services, they are also 

in the shadows and their distinctive roles and contributions are generally unrecognised and often 

subsumed into community service organisations sector.37˒38˒39  

 

Key finding 2:  The roles and distinctive attributes of co-operatives and mutuals in the Australian economy 

and public service delivery are often unrecognised. 

Consultation question 2: What mechanisms can be used to increase awareness and recognition of the 

roles of co-operatives and mutuals in delivering public services? 

 

 

 

                                                           
30 Birchall, 1–22.  
31 RDA Mid North Coast, pp. 1–113.  
32 J Atherton et al., Practical tools for defining co-operative and mutual enterprise, Co-operatives UK, 2012, p. 12.  
33 Denniss and Baker.  
34 Birchall, 1–22.  
35 Australian Bureau of Statistics, “International Year of Co-operatives: Regulation of co-operatives in Australia” in Year Book Australia 

2012, , 2012.  
36 Australian Bureau of Statistics.  
37 Mazzarol.  
38 Denniss and Baker.  
39 Net Balance Research Insititute. 
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Table 1 Consumer, employee, enterprise and hybrid co-operatives40 

Type Description Examples 

Consumer  • Members jointly purchase programs and 

services, improving value for money and access 

to expert advice.  

• Formed by members to increase their bargaining 

power in the market (e.g. bulk buying from 

suppliers to gain volume discounts).  

• Consumer retail societies: The Barossa 

Community Store Co-op  

• Collective purchasing co-operatives: 

The Co-op (University Bookshop) (also 

see consortium enterprises) 

• Customer owned banks and credit 

unions: Teachers Mutual Bank, 

bankmecu  

• Motoring clubs: NRMA, RAC WA 

• Health mutuals and non-profit health 

insurers: HCF, Australian Unity 

Producer 

(employee) 

• Provide members with an income as well as 

empower employees with a stake in the 

organisation’s decision-making process. 

• Pursue long-term strategies that smooth out the 

peaks and troughs of the business cycle.  

• Not all employee-owned businesses are co-

operatives (for example, accounting and legal 

firms are limited liability partnerships). 

 

• Employee benefits trust co-operatives: 

Sunderland Homecare Co-operative 

• Worker co-operatives: Co-operative 

Home Care, Nundah Community 

Enterprise Co-operative 

 

Enterprise • Enable self-employed members and member 

businesses or community groups to band 

together and find strength in numbers.  

• Includes secondary co-operatives, a consortium 

co-operative where all members are co-

operatives, and consortium mutuals which 

umbrella organisations with like needs. 

• Consortium co-operatives: Community 

Child Care Co-operative 

• Community co-operatives: Dandenong 

and District Aboriginal Co-operative  

• Agricultural co-operatives: Murray 

Goulburn, CBH Group; Coleambally 

Irrigation Co-operative Limited 

• Market trader co-operatives: Capricorn 

Society, Hunternet  

• Artisan co-operatives: Associated 

Newsagents Co-operative SA, 

Hairdressers’ Co-operative 

Hybrid • Hybrid co-operatives combine any elements of 

the three other types of co-operatives. 

• Housing co-operatives: Common Equity 

Housing Ltd – a consumer and 

enterprise co-operative 

• Consulting: PwC Indigenous Consulting  

 

                                                           
40 Atherton et al., p. 12. 
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2.1. Legislative context for Australian co-operatives and mutuals 

Co-operatives and mutuals can operate under a range of different legal structures. Whilst there is 

dedicated legislation for co-operatives, the broader principles underpinning a mutual can be 

applied using other legal forms such as associations and corporations.  

Co-operative organisations are registered and regulated by State and Territory governments, with 

the exception of financial co-operatives. They usually assist with establishment and registration, 

and provide information on rights, responsibilities and legal framework.  

The associated legislation is currently being revised through the Co-operatives National Law to 

provide consistent legislation across all States and Territories. The legislation is being progressively 

introduced across Australia with the following benefits.  

���� Enable co-operatives to operate on a national or cross-border basis without costly 

processes to register in each jurisdiction.  

���� Reduce reporting requirements for small co-operatives. These are defined as co-

operatives which do not raise funds through the public issue of securities and meet 

several criteria on size of entities, assets, and number of employees.  

���� Model rules are provided with the legislation, which may be used or modified if the co-

operative has not developed its own rules. This ensures the rules are in line with the 

legislative requirements.  

���� Better access to external capital funding through hybrid security, co-operative capital 

units (CCUs41), to access external capital without compromising member democratic 

control. CCUs can be issued to non-members anywhere in Australia. 

���� Alignment of the statutory duties of Directors and Officers with corporate governance 

standards. 

Existing organisations, such as associations or corporations operating under co-operative principles, 

can transfer to a co-operative form. Registrars of Co-operatives will be created, if not already 

existing, in each State to administer the legislation. Any co-operatives registered under previous 

legislation do not need to re-register under the new legislation.42,43,44 

Credit unions, mutual building societies and friendly societies are not covered by the Co-operatives 

National Law. These organisations are Authorised Deposit-taking Institutions and are federally 

regulated as Australian banks45. 

                                                           
41 Co-operative Capital Units were introduced in NSW as part of changes in co-operative legislation in the early 1990s. It allows for capital 

raising, where the capital does not provide rights of membership. NSW Office of Fair Trading, “Co-operative capital units and co-

operative principles,” , 2007. 
42 NSW Government, “NSW Government Fair Trading,” , 2014, p. Co–operatives National Law, 

<http://www.fairtrading.nsw.gov.au/ftw/Cooperatives_and_associations/About_cooperatives/Cooperatives_national_law.page> 

[accessed 28 May 2014].  
43 Consumer Affairs & Fair Trading, “Co-operatives National Law – A Tasmanian Perspective,” , 2014. 
44 RDA Mid North Coast, pp. 1–113. 
45 Customer Owned Banking Association, “Customer Owned Banking Association,” , 2013, p. Are credit unions, mutual building societies 

and m, <http://www.customerownedbanking.asn.au/consumers/faqs/211-are-credit-unions-mutual-building-societies-and-mutual-

banks-safe>. 
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2.2. Defining Public Service Mutuals in Australia 

In this paper, we define public services as services, which are funded, directed, managed, or 

delivered by government46. In addition to services provided directly by government organisations, 

this may include services which have been privatised or outsourced and remain funded by 

government but delivered by for-profit, community service sector, or co-operative and mutual 

organisations. 

This Green Paper explores the roles of co-operatives and mutuals in contributing to solutions to the 

social problems summarised in the previous chapter, and detailed in section 3.6. To support this, 

the concept of an Australian Public Service Mutual (PSM) is defined as:  

An organisation which wholly or in part delivers public services through a co-

operative or mutual structure, whereby members of the organisation are able to be 

involved in decision making, and benefit from its activities including benefits 

emanating from the reinvestment of surpluses. Australian Public Service Mutuals may 

be one or a combination of consumer owned, employee owned, and enterprise 

owned. 

This definition allows for a broad range of organisational structures to deliver public services with 

flexibility for arrangements, which best suit the members, customers, and government 

stakeholders. The definition includes: 

1. Existing public service mutuals that are dedicated to delivering public services 

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 processes of establishing a new co-operative or mutual structure and converting to a co-

operative or mutual from another organisational structure may require an informal or transitional 

structure which may not comply completely with the legal requirements for co-operatives and 

                                                           
46 J Whelan et al., The State of the Australian Public Service: An Alternative Report, , 2011.  
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mutuals. The definition of a public service mutual could therefore include a clause to recognise 

such transitional structures albeit noting that there must be evidence of progress towards a formal 

co-operative or mutual structure.  

For the remainder of this Green Paper, the term ‘Public Service Mutuals’ has been used to refer to 

all organisations covered by the given definition. Figure 1 visually presents the broad range of 

organisations and activities which may be described as a Public Service Mutual. 

 

Figure 1 - Overview of the types of concepts included within the term 'Public Service Mutuals' 

It is noted that the term ‘Public Service Mutuals’ has gained recognition in the UK through 

government policy, however the UK definition of ‘Public Service Mutuals’ refers to a subset of co-

operatives and mutuals delivering public services, which have a meaningful level of employee 

ownership. In the UK, a Public Service Mutual is defined as ‘an organisation which has left the 

public sector ‘parent body’ (also known as ‘spinning out’) but continues to deliver public services’.47 

Whilst there are significant opportunities for the direct emulation of this type of co-operative and 

mutual in Australia, application of the strict UK definition may limit the potential of co-operatives 

and mutuals in the Australian context. Feedback from the Task Force engagement activities has 

universally supported the use of a broader definition of Public Service Mutuals in Australia so that 

the full potential of co-operatives and mutuals can be fully explored. 

 

Key finding 3: Existing co-operatives and mutuals delivering public services take a range of forms as will 

new public service mutuals. The proposed definition of PSMs reflects this diversity. 

Consultation question 3: Does the proposed definition provide a sound basis to identify PSMs and 

encourage growth of PSMs. 

 

                                                           
47 Mutuals Taskforce. 


