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Executive Summary – Public Service Mutuals: The case for a Third-way for 

delivering public services in Australia 

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

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

services in favour of public private partnerships (PPPs) and devolving service delivery to non-

governmental organisations. Currently privatising and outsourcing public services has focused on an 

expanded role for for-profit and community service sectors, however these options have limitations 

and there is now increasing emphasis on public service innovation. This Green Paper seeks to 

explore and evidence a viable alternative, a Third-way where co-operatives and mutuals play an 

expanded role in delivering public services, where they utilize their inherent characteristics to 

generate comparative advantage and address the failures associated with government, for-profit 

and community service sector provision. (Chapter 1) 

To date the full potential and distinctive contribution of co-operatives and mutuals delivering public 

services have not be recognised and therefore not realised. There are many existing co-operatives 

and mutuals delivering public services and they take a range of forms. This diversity is an essential 

element for the establishment and expansion of public service mutuals and to offer a viable Third-

way to approach public service delivery. This Green Paper proposes an inclusive definition of 

Australian Public Service Mutuals (PSMs; Chapter 2, Section 2.2): 

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. 

The inherent characteristics of PSMs that generate comparative advantage relate to the control and 

decision-making by members, their autonomy and independence, member economic contribution, 

reinvestment of profits, and co-operation. (Chapter 4) These combine to deliver the four key 

benefits:   

1. Increases organisational diversity in public service markets that generates a different form 

of competition and addresses market failures such as information asymmetry and missing 
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markets. It also helps small and medium sized service providers to collaborate and operate 

more efficiently and effectively in public service markets. 

2. Facilitates the establishment of new employee-owned organisations that can deliver 

affordable and quality services in expanding public service markets. Employee-owned 

organisations are an alternative for government privatising and outsourcing services that 

harness the ethos and professionalism of public service employees and unleashes their 

enterprise and entrepreneurialism. 

3. Increases consumer choice and control by helping individuals and communities to realise 

choice and control in client directed care markets such as the National Disability Insurance 

Scheme, and formulate their own responses to problems. In doing so, it also encourages 

community resilience and empowerment through community and multi-stakeholder 

owned co-operatives.  

4. Stimulates public service innovation by existing member owned organisations such as 

motoring service and health insurance mutuals, which provides a method for existing 

service providers to transform their business model to focus on service consumers and 

employees. 

Public service mutuals now play a significant role in some other jurisdictions including the UK, 

where there has been concerted effort through public policy levers and capacity building activities 

to establish and expand PSMs. The learning from other jurisdictions is considerable, however this 

learning will need to be contextualised for it to contribute to the expansion of PSMs in Australia. 

(Chapter 5) 

There are a range of potential strategies to expand the role of public service mutuals including 

expanding existing PSMs; existing commercial co-operatives and mutuals extending their activities 

to include public services and in doing so create shared value; and creating new organisations some 

of which can be spun out from government and other organisations whilst others will be created by 

individuals and communities(Chapter 6) 

A range of activities will be required to scaffold1 the development and growth of PSMs including 

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; and to develop an ecosystem for existing co-operatives and mutuals to help create 

PSMs. 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. (Chapter 7) 

The Green Paper concludes with a set of questions as the basis for consultation with all interested 

stakeholders.  

                                                           

1  Scaffolding refers to support structures to enable PSMs to develop effectively and successfully. It includes learning and development 

which seeks to maximise self-initiative and provide additional support through collaborative mechanisms such as mentoring, peer 

support and use of grounded expert knowledge. 


