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The topic assigned to me for this forum on ‘globalisation & tertiary education’ is “the 
changing face of higher education: public policy and commercialisation”.  Lauchlan 
Chipman is speaking later on the implications for universities of competition and 
globalisation.  My comments relate mainly to public policy issues. 
 
The following general developments are noteworthy: 
• Australian universities have become increasingly self-reliant through the 

diversification of their sources of income (‘earned income’ has grown from 23% 
to 38% of total university income between 1992 and 2000).   

• Government payments to universities (whether sourced from general taxpayers or 
user charges) have been relatively stable over the same period, with the effect that 
universities have been experiencing gross revenue growth. 

• There are inherent risks as well as substantial potential benefits in universities’ 
commercial ventures (domestic and global) but the risks are manageable 
(commercialisation should neither be demonised because of the risks nor 
romanticised on the basis of a few major successes).   

• There are also costs and constraints associated with earned income, through 
expenditures necessary to attract investments, secure contracts or win market 
share, and through conditions attached to specific-purpose funding. 

• Australian universities are learning from their commercialisation experiences 
(including from early successes and failures).  They are engaging people with 
business skills and professionalising their marketing and accounts management 
and developing customer relationships management. 

 
Traditionally, public policy in respect of higher education has been institutionally 
(provider/supply-side) focussed within national and sub-national frameworks for 
education.  This approach needs to be reviewed and revised in the context of 
globalisation, rapid developments in information and communications technology, 
continuing fiscal parsimony and the centrality of knowledge to productivity 
improvement and economic growth.  Higher education policy increasingly needs to be 
more demand-side oriented, more integrated with whole-of-government agendas, and 
more global in outlook in order to accommodate such factors as: 

• diversification of student demand for higher education, including adult 
learners seeking convenient programs customised to their needs and 
circumstances; 

• diversification of suppliers, including boundary blurring across provider 
types and sectors, and increasing competition among them; 

• the growth and liberalisation of trade in education services; 
• developments in student financing -- such as through AUSTUDY and 

ABSTUDY grants and loans, HECS, PELS & OLDPS, and growth of fee-
based offerings (domestically and internationally); and 

• diversification of purchasers of higher education services (including 
corporations and SMEs, and a multiplicity of Commonwealth and State 
government agencies), and changes to purchasing practices and bargaining 
power. 

 
The purpose of public policy is generally to direct state action in order to achieve a 
desired balance (for social and economic policy objectives) between the influence of 
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academic institutions and the market (Clark 1983; Richardson et al 19981).  The roles 
of the state are variously those of patron and promoter, investor and purchaser, 
regulator and referee, consumer advocate and supporter, leader and steerer. 
 
McDaniel (1997)2 identifies the main justifications from the international literature for 
government influence on higher education: 
1. Government as mediator for public welfare 

a. the generation of knowledge and the preparation of highly skilled manpower 
b. higher education as supplier of educated citizenry 

2. Ideological motives and political priorities 
a. social mobility with the assistance of higher education 
b. societal change with the assistance of universities 
c. Government interference as reaction against student revolts 

3. Accountability 
a. of public invested money 
b. avoiding macro-inefficiencies 

4. Corrective policies 
a. lack of trust in institutional management 
b. patterns of behaviour of administrators 
c. intrinsic conservatism of institutions 
d. academic gaming 

5. Protecting vital interests 
a. protection of consumer interests 
b. other societal interests (e.g. health & safety) 

 
McDaniel suggests it would be reasonable to hold higher education institutions 
responsible, at the least, for: fiscal accountability; quality of education and research; 
value for money; avoiding macro-inefficiencies in the system as a whole; assuring 
institutional responsiveness; protecting certain well-specified interests of vulnerable 
groups within the institutions; and being receptive to a very limited number of 
specific policy goals.  In searching for alternatives to the common forms of 
government influence predominantly through regulation, McDaniel suggests it could 
be fruitful to rely more on competition, diverse sources of funding, consumer power, 
serving different constituencies and public information on quality. 
 
Such a new structure of incentives is now being put in place within the Australian 
higher education system.  The Commonwealth Government has articulated its 
objectives for higher education as being to: 
• expand opportunity 
• assure quality 
• improve universities’ responsiveness to varying student needs and industry 

requirements 
• advance the knowledge base and university contributions to national innovation, 

and 
                                                        
1 Clark, Burton R, The Higher Education System; Academic Organization in Cross-National 
Perspective, University of California Press, Berkeley;  Richardson, R.C., Bracco, K. R., Callan, P. M. 
& Finney, J. E. “Higher  Education Governance – balancing institutional and market forces”, The 
National Center for Public Policy and Higher Education, San Jose, California. 1998 
2 McDaniel, O.C. 1997, “Alternatives to Government Interference in Higher Education”, Journal of 
Higher Education Management, Vol. 9, No. 2. OECD. Paris. 
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• ensure public accountability for the cost-effective use of public resources. 
 
The Commonwealth’s policy intent has been made clear.  For instance, with regard to 
research and research training, the Minister Dr Kemp has said: 

Even though there has been a substantial increase in overseas science and 
technology linkages by the Australian higher education sector over the past fifteen 
years, these interactions are largely occurring within the academic community.  To 
capitalise on the benefits that knowledge brings us, stronger connections need to be 
made between the producers of knowledge and the users of their research – both 
internationally and domestically.  Building on a strengthened effort in basic research, 
this exchange of knowledge between researchers and the users of research must be a 
defining characteristic of Australia’ higher education system.  This will involve 
greater participation of users in determining priorities for funding and performing 
research.  Strong links to the innovation system will provide for greater movement of 
researchers across the various research settings, able to take advantage of specialist 
knowledge regardless of whether it exists within institutions or commercial settings.  
The linkages should also extend to the provision of research training, where students 
will learn skills in both academic and industrial environments. 
 
The culture of university research also needs to better recognise and reward the 
partnerships made with other members of the national innovation system.  By doing 
so, it should be more entrepreneurial, seeking out opportunities in new and emerging 
fields of research that will provide social, cultural and economic benefit.  Australia’s 
researchers are well used to producing truly excellent work.  An entrepreneurial 
approach is needed to harness the full cycle of benefits from their endeavours 
through commercialisation, where appropriate.  This culture of entrepreneurship 
needs to be the context for the training of our research students, and indeed all 
students. (Kemp, D. A. 1999)3 

 
There are tensions for universities to work through in giving effect to this agenda, 
such as the need to form strategic partnerships while building an entrepreneurial 
culture and to manage the sometimes conflicting imperatives of collaboration and 
competition.   
 
From the international literature on government influence on higher education, twelve 
broad policy mechanisms can be identified4: (1) system and institutional governance; 
(2) the approval of institutional missions, programs and areas of service; (3) 
regulation of institutional capacity, activity and business processes; (4) financing and 
resource allocation; (5) quality assurance and consumer protection; (6) information 
collection and reporting; (7) priority setting; (8) student financial aid; (9) 
interventions to promote choice and equity of opportunity; (10) investments and 
incentives for research and development; (11) the dissemination of innovation and 
(12) policy leadership.   
 
The roles of the Commonwealth and the States/Territories overlap across many of 
these functions, sometimes duplicatively and sometimes inconsistently, with resultant 
confusion, complexity and inefficiency for institutions.  While there is a concerted 
                                                        
3 Kemp, D.A. 1999, Knowledge and Innovation: a policy statement on research and research training, 
DETYA. Canberra.  
4 Based on 8 roles identified for the US State by Jones, D., Ewell, P. & McGuinness, A. “The 
Challenges and Opportunities Facing Higher Education – an agenda for policy research”, The National 
Center for Public Policy and Higher Education, San Jose, California. 1998 
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national effort with regard to the framework for quality assurance, including an 
agreed set of protocols and the establishment of the AUQA, action in other areas is 
neither coordinated nor coherent.  This is evident currently with regard to universities’ 
commercial activities.  While Commonwealth policy is encouraging commercial 
engagement, State government policies are somewhat ambivalent.  In a couple of 
jurisdictions new regulatory measures are being adopted with a view to controlling 
universities’ commercial investments and commercial activities are being more 
closely audited.  More generally, universities are subject to a range of financial 
management laws and regulations, established by State legislatures and authorities, 
applying to corporations as well as those applying to other non-profit entities.  In 
some instances universities are exempt from a number of provisions of the more 
generally applicable Acts but most are constrained in their investing and borrowing 
and their land use activities by the general regulatory environment in which they 
operate. 
 
That the inter-governmental policy framework is shifting is not surprising.  The 
universities themselves are in a period of transition from high levels of dependency on 
the state to greater self-reliance and market engagement.  The activities of universities 
are diversifying and thereby the range of their permissible activities is widening.  
Legal opinion suggests (Phillips Fox, 2001)5 on the basis of courts’ interpretations of 
legislation as ‘always speaking’ and the recognition of ‘incidental power’, that the 
fact that legislation establishes a university means that it impliedly authorises the 
carrying out of the functions of a university, including engaging in profit-making 
ventures in order to be able to carry out its core functions: 

A university can do what a university can do.  It is ascertaining the boundaries of 
these activities that is problematical for a university’s commercialisation activities.  
In the absence of express powers, assistance as to what can be done by implication is 
to be gauged from the collective experience of universities in Australia.  So the fact 
that universities generally exploit intellectual property generated by their employees 
can be taken to indicate that this is an activity that falls within the ambit of university 
activities.  The absence of an express power would not therefore prevent a university 
so acting.  But it would be necessary to establish that it was a recognised university 
activity.(Phillips Fox, 2001). 

 
It is time to take stock of the interplay of the various regulatory provisions affecting 
universities and assess the extent to which they enable or constrain diversification and 
development of university business.  The Joint Committee on Higher Education is 
preparing a report to Ministers on this matter.  An ARC-funded project involving the 
University of Twente in the Netherlands is also looking into the influence of market 
mechanisms and government regulations on patterns of homogenisation or 
heterogenisation in higher education systems.  It would also be useful to explore the 
impact of different balances between reliance on regulation or incentives, and 
between externally-driven and internally-driven approaches to public accountability.  
A fundamental assumption of Commonwealth policy and program development is the 
self-governing capability of universities.  Quality, cost-effectiveness, diversity, 
responsiveness and community engagement are seen to be best achieved when driven 
by institutions themselves, consistent with their drive to fulfil their own missions.  We 
are more likely to see innovation when universities have adequate room to experiment 

                                                        
5 Phillips Fox Lawyers, Study of the Regulatory Environment Applying to Universities”, interim report 
to the Joint Committee on Higher Education, June 2001 
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and explore, adapt and develop.  Self-governing capability requires good governance, 
strong leadership and sound management.  Yet we know there is wide variability in 
the composition and functioning of university councils and in the efficiency of 
administration.  In that light the Commonwealth has published quantitative and 
qualitative information about institutional performance and changes affecting the 
sector, and supported the development of various tools for universities to apply to 
their own circumstances, including costing methodologies, benchmarking descriptors, 
graduate and employer feedback instruments, and generic skills tests.   
 
The Commonwealth has sought to balance external influence and internal initiative 
through the strategic reports it obtains annually from universities as part of the 
institutional profile.  A potential item for evaluation in this respect is the requirement 
for publicly-funded universities to produce annual Research and Research Training 
Management Reports that are to be published and will be subject to quality audit.  
These reports require depth in planning and rigour in prioritising within the 
universities.  The reports have two parts.  Part A covers mission and objectives, 
articulation of graduate attributes, identification of research strengths and support for 
research and research training, future directions, resource allocation, performance 
indicators, selection of candidates, appointment and training of supervisors, learning 
support and quality management, collaboration and partnerships, management of 
intellectual property, commercialisation and contractual arrangements.  Part B covers 
areas of designated research strength by field , research income, research active staff, 
quality of the research training experience, qualities of supervising staff, student 
enrolment by field and graduate satisfaction.  Copies of relevant institutional policies 
are attached to the reports.  One such required attachment is the institution’s 
intellectual property management policy, including principles and policies for 
assigning rights and commercialising IP and distributing financial returns from 
exploitation of IP. 
 
By and large, the quality of the documentation that universities have provided is most 
impressive.  There are those that have found the need to revise policies in some areas 
and are undertaking extensive analysis and consultation.  As is to be expected, there 
are common approaches in several areas.  However, there are also many unique 
aspects, reflecting the fact that the universities have degrees of freedom in shaping 
their own approaches rather than having them externally determined. 
 
Modern universities are facing both the state and the market.  Janus, a uniquely 
Roman deity, the god of doors and arches, was depicted on coins as facing two ways, 
because of his link with entrances and exits.  This is an architecture that facilitates 
traffic and trade for the creative artists and scientists and the entrepreneurs.  It is an 
image of reciprocal value.  Janus was also regarded as the god of all beginnings, as we 
are reminded at the commencement of each new year – not an inappropriate metaphor 
for self-renewing universities in the rapidly changing environment of the global 
knowledge-based economy. 


