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Australian governments have marketised publicly-funded social services in the hope of 
reducing costs, increasing diversity and empowering consumers, but the result has been 
fragile and fragmented service systems, in which risks of rent-seeking, resource leakage and 
regulatory capture are high. This workshop will identify risk factors for failure in social service 
markets, to inform service system (re)design in Australia. 
 
This workshop brings together policy researchers to theorise the dynamics of markets for 
publicly-funded social services in Australia. The aim is to identify the predictable risk factors 
for failure in social service markets, through inductive theorising from a rich empirical base 
that takes into account the specificities of Australian political and economic institutions. 
 
In recent decades Australian governments, like others around the world, have sought to 
increase supply of publicly-funded social services by expanding the scale of private 
provision. In so doing, they have engineered profound change in the institutional structures 
and logics of the Australian welfare state. Through a range of market-making instruments, 
public funding has increased for private provision of the full range of social services, 
including childcare, aged care, disability services, healthcare, employment services, prisons, 
retirement incomes and vocational education and training (VET). By using market 
instruments, governments have hoped to reduce costs, increase service diversity and 
empower consumers. However, evidence suggests that the result is a set of somewhat 
opaque, fragile and fragmented service systems in which risks of rent-seeking, resource 
leakage and regulatory capture are high.  
 
One striking and relatively under-explored institutional change in Australia’s welfare state 
has been the increasing scale and scope of for-profit provision in most social service 
domains. Further, the organisational forms of for-profit providers are changing. Once mainly 
small operations owned and run by professionals drawn from the relevant sector, the for-
profit sector now includes large corporations which distribute earnings, and concentration of 
ownership is increasing. In addition, satellite markets have emerged for consultants and 
services to assist private providers navigate increasingly complex market and regulatory 
environments. Meanwhile, industry associations of private providers have also proliferated, 
which seek to represent their interests in the policy process.  
 
Another well-recognised correlate of marketisation of publicly-funded social services is the 
growth of a regulatory apparatus to address the challenges of governing at arms’ length 
(Braithwaite et al. 2007). As regulation proliferates and evolves, often along with ongoing 
change in funding mechanisms and levels, providers adjust their strategies and operations to 
the shifting incentives. And, as time goes on, providers also become strong advocates for 
revisions to funding and other rules that enable them to better meet their own goals. All 



these additional activities must be funded, ultimately from the public or the service user’s 
purse. The rise of for-profit provision, then, raises important questions for the cost, efficiency, 
efficacy, quality, distribution and accountability of publicly-funded social services. 
 
Previous international research on the marketization and privatization of social services has 
shown that the shape and operation of social service markets, and the roles of public, non-
profit and for-profit providers within them, vary between different services in the same 
country and between countries within the same service (Gingrich 2011, Brennan et al. 2012, 
Meagher & Goodwin 2015). Such studies have captured the structures of incentives and 
production in different social service markets and have identified the parts different actors 
play in them. Researchers have also shown the dynamic impact of marketization on non-
profit providers, which come to behave in more ‘business-like’ ways (Considine et al. 2014; 
2015).  
 
Now that social service markets are well-established in Australia, it has become possible to 
undertake a more comprehensive analysis of the dynamics of their development. 
Understanding these dynamics is important because policy-makers remain very optimistic 
about market solutions, despite the evidence of market and business failure in sector after 
sector (eg Newberry & Brennan 2013; SEERC 2015). An empirically-derived theoretical 
framework through which predictable problems can be identified – and therefore potentially 
avoided – will make an important contribution to both theory and policy practice.  
 
This workshop proposes to bring together researchers from across the social sciences who 
have expertise in specific service systems, in dynamic analysis of market development, and 
in public service outsourcing, to do this systematic analysis and theory development.  
 
Participants will trace the process of development of particular markets, paying particular 
attention to how the following features have changed over time:  

• the policy instruments used to manage that market, including any specific regulatory 
apparatus, with a focus on the structure of incentives these instruments offer to 
providers; 

• the level and mix of sources of funding (public funding/user fees; federal/state/local 
government), and the socio-economic distribution of service use;  

• the structure of the supply side of the market, with a focus on the mix of providers 
(for-profit, non-profit), their organisational forms, and patterns of market 
fragmentation/concentration; 

• market activity and stability, with a focus on growth and organisational turnover; 
• market failures (if any), such as corporate collapses, quality scandals, fraudulent 

behaviour; 
• the extent and nature of organisation of private interests in the market and their 

engagement (if any) in the policy process. 
 
The aim is to enable structured comparison of several service markets, and thereby to 
contribute 1) to theory-building in political economy, public administration and social policy, 
and 2) to better public and social policy. 
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