inquiry into the capacity of public universities to meet Australia’s higer education needs

This submission relates to the effects of a University creating a spin-off company where the company is founded on public funds and solely created to pursue commercial activities that militate against or stifle open public access to data, information and knowledge created by that university.  This situation is creating a divide between private companies in the knowledge industry and universities whereby business cease to have a relationship with the university because the university is in commercial competition with the business.

There has been a recent trend for universities to engage in commercialisation activities that compete directly and unfairly with the science capability within industry.  Universities are using public monies to sponsor and sustain companies (where academic staff are the shareholders) to conduct commercial services.  

For example, the University of Canberra has formed Agrecon, a Pty Ltd company where the shareholders are the Vice Chancellor, a Dean and an Associate Professor to provide remote sensing services to agriculture. Also, the Royal Melbourne Institute of Technology (RMIT) formed a Pty Ltd company called Spatial Vision to provide remote sensing services to the resources industries.  In both cases they were able to use public infrastructure and resources to create and develop the company in a manner that a company in private industry would not be able to access public resources.  This situation enables these companies to attract commercial work as they can quote low prices compared with the commercial price.   It can be assumed that such spin-off companies are not servicing loans or most of the salary costs and consequently have very low business transaction costs.  Also, they have a commercial edge in that they are commercially linked to a university that has prestige and influence in the market place, particularly with government agencies.

These University companies appear to conduct business without adhering to the requirements of the national competition policy.  In a recent case, the commercial arm of Wollongong University won a contract from the Sydney Catchment Authority for about $18, 500 to undertake a remote sensing project when the commercial value of the project was about $60,000 (the commercial value was confirmed by other companies in the bid process).  It can only be assumed that the commercial arms of universities are using public funds to compete in the market place at the expense of investing in higher education and supporting the commonwealth government’s Industry Policy 2000. 

Consequently, universities are quickly losing their independence, public accountability and objectivity in the pursuit of income and commercialising publicly owned R&D.  In many cases, the requirement for a university to form a start up or spin-off company should not be encouraged as the comercialisation expertise and science capability will largely exist in industry.  In many cases, universities are unaware of the science capability and innovation within industry and do not have formal processes for monitoring these developments or engaging with leading edge companies in collaboration through the Linkage Program. There is a need for the commonwealth government to define the core services of public universities so that public funds are not used to compete with an industry capability, but used to enhance higher education opportunities through cooperative linkages with industry in R&D. 

There is a need for universities to operate in an open and transparent manner with industry.  There is a need for strict accountability rules to be applied to universities spin-off companies to avoid:

· Breaches of the national competition policy.

· The use of public funds or resources for the formation of spin-off companies and the pursuit of commercial activities.

· The withholding of public data, information or knowledge that may other wise flow to the community and businesses where these public data, information or knowledge are being used solely to support a university spin-off company.

· Spin-off companies being located on a university campus.
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