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from licences and royalties. The
Higher Education sector earns more
from royalties than the CSIRO.
For the CSIRO there is not much
partnership with industry and little
to show for past invention. This
should come as no surprise as we shall
see.
The CSIRO is an organization of
some 6,000 staff with assets of over a
billion dollars. It has 20 divisions
that operate on 60 sites in Australia.
Its research interests range from the
smallest viruses to the edge of the
universe. The applied targets span
the needs of the country from health
to wealth, covering both public and
private good. The question is
whether an organization, which is
the twenty-first-century equivalent
of Renaissance Man in terms of its
diversity of focus, can make a contribution so different from that of the
Higher Education sector that it will
justify its continuing existence.
THE TRUTH ABOUT INNOVATION
The self-defined ‘problem’ for the
CSIRO is: strategic planning for research with an end point of innovation.
Innovation requires many contributions, often on a complicated, delicate, difficult path, not related to
scientific research.
John Kay, in his most recent
book, The Truth about Markets, discusses innovation, central planning
and pluralism. There is no doubt that
central planning is unsuccessful and
frequently damaging, while pluralism
is an important component of market economies.
Kay uses the emergence of the
personal computer as a wonderful
example of an innovation that defied planning. He sums up by asking,
‘Who was in charge of the successful
development of the personal computer industry?’ The answer is that
nobody was ‘in charge’. In fact it was
difficult to see even a year ahead
what might be, let alone plan for it.
Studies of European and United
States innovation in the 1980s (confirmed by United Kingdom data in

2001) showed that universities contributed 4 per cent and government
laboratories accounted for 2 per cent
of innovations. The remainder was
made up from industry with 80 per
cent, with the balance from its customers, competitors and inventors.
Within companies, the commercial
staff was twice as successful as the
technical staff in choosing winners
but still had a success rate of only 55
per cent. So being in the right place,
in the market and in the business,
are key attributes for successful innovation.
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THE SOLUTION
The most obvious beginning for reformers is to see the CSIRO for what
it is: a leftover from the mid-twentieth century that evokes a regulated,
paternalist, protected Australia
where markets are misunderstood
and distrusted. The CSIRO’s great
days were in providing technical solutions for Australia’s farm sector,
where producers were unable to fund
innovation or capture its fruits owing to its small scale. At that time,
Australia’s universities were unable
to undertake the public good research, so a specialist institution was
established.

Those days are now decades gone,
but the institution remains like a
dead weight on the Australian
economy and its contributing scientific base, providing mediocre public sector careers for scientists who
are insulated from the increasingly
globalized Australian economy.
Because the CSIRO cannot deliver on its mission it should be broken up. It is humbug to take the
alternative course and recommend
that yet another impossible mission
be found for it. The fact is that centrally planned science does not fit
with the pluralist character of modern Australia. The intention is not
to destroy some of the crown jewels
of Australian science, but rather to
ensure that they survive in organizational forms that fit better with a different Australia. The divisions
should be found ‘foster parents’. National facilities and activities devoted to the public good should be
tied to the appropriate government
departments, while academic activities should go to universities as institutes. Activities that deal with
non-competitive agricultural, food
and industrial development should
be located in free-standing institutions with a mix of government and
private-sector support. There is an
intriguingly instructive model that
policy makers might care to study
from the private sector: namely, the
recent success of Bluescope Steel and
One Steel following their belated
divestments from the reforming
mothership, BHP-Billiton.
The lesson that emerges from the
break-up of large public sector bodies is the release of ‘binding energy’.
There is no more central management or planning. Management and
staff have more freedom to act, their
Boards take more interest in them,
and their customers are closer to
them. They can, in short, flourish.
Tom Quirk is a member of the Board of the IPA. He
has helped set up and manage biotechnology companies
and before that worked as an academic physicist.
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