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         23 September 2015 
 
Australian Advanced Manufacturing Council (AAMC) submission to the Review of Research Policy 
and Funding Arrangements for Higher Education 
 

Summary of recommendations 
 

Develop standard national IP guidelines and templates, and encourage IP dissemination 

Recommendation 1:  

a) In order to bring consistency to the issues around IP and industry research engagement, 
develop standard IP Guidelines; 

b) Develop template business term sheets; 
c) Make grants conditional on the dissemination of IP. 

 
 

Strengthen the Industry Growth Centre program through a redirection of research funding  

Recommendation 2: 
 
Re-direct 5 per cent of research funds to the Industry Growth Centre program to ensure a greater 
focus on industry-research collaboration and boost commercialisation of research. 
 
 

Increase the recognition of research-industry engagement in funding arrangements, including a 
nationally recognised secondment program, and encourage a re-ordering of research priorities. 
 
Recommendation 3: 
 
Increase the recognition of industry-research engagement in the higher education funding matrix. 
Deep engagement may be measured by a variety of factors, potentially including the following: 

- number of PhDs seconded to industry 
- number of extended student industry placements 
- the ratio of papers co-authored with industry 
- the proportion of papers cited by patents 
- the quantity of research income from industry 
- the proportion of research income from industry 
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Increase the mobility between academia and industry 

Recommendation 4: 
  

a) Develop a national secondment program that encourages students and early career 
researchers, in particular across the science and technology disciplines, to work in industry; 

b) Ensure government departments set the example for collaboration through increased 
student internship placements; 

c) Institute an innovation and technology voucher scheme at the Federal level to encourage 
greater engagement of SMEs with the research sector; 

d) Institute prizes for innovation as a means of fostering long term industry-research 
engagement. 

 
 
 
Taxation 

Recommendation 5:  
 

a) In order to effect a step change in collaboration between business and publicly funded 
researchers, double the R & D tax incentive for R & D that is done in collaboration with an 
approved Australian Research Institute or university. 

 
b) Immediately remove the $100 million cap on the R & D expenditures that companies can 

claim as tax deductions, and immediately withdraw proposals to reduce R & D tax offsets. 
 

c) Introduce an Innovation incentive scheme to attract and maintain high value manufacturing 
in Australia.  

 
d) Recognise Intellectual Property as a depreciable asset, whether it is developed internally or 

acquired. Include goodwill and trademarks in these definitions. Adopt international 
accounting practice and allow IP amortisation expenses for tax purposes. 
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Overview 

The Australian Advanced Manufacturing Council (AAMC) welcomes the Review of Research Policy 
and Funding Arrangements for Higher Education and is grateful for the opportunity to make a 
submission. 

The AAMC submission, in overview, attempts to answer the following core consultation questions: 

1.4.2 What are the barriers to improving research-industry collaboration? 

1.4.3 What are the best strategies to address these problems? 

4.3.2 Are there useful international models for increasing research-industry collaboration which 
could be implemented domestically? 

 

Our submission highlights the following critical issues and recommends a number of possible 

solutions: 

1. Intellectual Property ownership and commercialisation, particularly as this relates to SME 

engagement with research 

2. Need for strong public private partnerships 

3. Current allocation of Research Block Grant funds inadequately values economic outcomes 

4. Low mobility between academia and industry 

5. Taxation, particularly in respect to research and development incentives 

 

Increasing the rate of collaboration between industry and research is essential to maintaining 
Australia’s economic growth.   These sentiments have been widely acknowledged by government, 
universities and industry alike and are reflected strongly in the Issues paper for this Review.1  

It has been predicted that 40 per cent of innovation in the next decade will be driven by 
collaboration ‘across institutional and national boundaries’.2  Historic notions of ‘technology 
transfer’ where one party supplies and the other receives, have been replaced by relationship-based 
ideas of ‘mutual engagement’ and ‘co-production of knowledge’.3     At the crux then of collaboration 
is the development of deep relationships - and collaboration can be encouraged in a variety of ways, 
including secondments and employment of students and academics in industry and deep long-term 
public-private partnerships.4 

                                                           
1
 Review of Research Policy and Funding Arrangements for Higher Education Issues Paper August 2015 

2
 Australian Council of Learned Academies, The role of science, research and technology in lifting Australian Productivity, 

2014, 66. 
3
 Ibid. 

4
 Ibid. 
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Research collaboration with SMEs in Australia is low.5  It should be noted that there are over 2 
million SMEs in Australia, accounting for approximately 50 per cent of private sector industry 
employment.6   

The AAMC submits that there is much that can be done to improve this level of collaboration, but 
that in order to do so, there needs to be an acknowledgement of the differing bargaining positions 
of SMEs and universities, particularly with those universities in the ‘Group of Eight’, in forming 
collaborative partnerships.  

We recommend a number of policy changes to encourage greater collaboration. In particular, we call 
for the redirection of a greater portion of research money to strengthen the Industry Growth 
Centres program. This program is a vital Federal Government initiative in building stronger public-
private partnerships. 

We argue that increasing mobility between industry and academia is essential in building a 21st 
Century advanced economy.  

We submit that mobility and collaboration must be encouraged through: stronger public-private 
partnerships; greater recognition of industry-related research outputs in funding metrics; the 
introduction of prizes and voucher systems; and the introduction of a nationally-recognised student 
and early career secondment program to encourage researchers across the science and technology 
disciplines to work in industry.   

As has been acknowledged, the activities of universities – and therefore the entire innovation 
ecosystem – are influenced by a range of policy settings and priorities.7 It is highly relevant then to 
include here our recommendations around taxation reform. AAMC members argue that tax 
incentives must take into account global business imperatives and competition for highly portable 
assets such as Intellectual Property. We need to improve Australian research and innovation impact 
across the board, particularly with the SME sector. But we must also improve Australia’s record in 
attracting and maintaining the outputs of these collaborations.  

  

                                                           
5
 Australia ranks 30

th
 out of OECD countries on the proportion of SMEs collaborating with higher education and public 

research institutions on innovation. (http://www.oecd-ilibrary.org/science-and-technology/oecd-science-technology-and-
industry-scoreboard-2013/firms-collaborating-on-innovation-with-higher-education-or-public-research-institutions-by-
firm-size-2008-10_sti_scoreboard-2013-graph110-en;jsessionid=5q3jgddgr3rf5.x-oecd-live-03) 
6
 Australian Technology Network and the AI Group, Innovate and Prosper: Ensuring Australia’s Future Competitiveness 

through University-Industry Collaboration 
7
 Review of Research Policy and Funding Arrangements for Higher Education Issues Paper August 2015, 1. 



AAMC Submission to the Review of Research Policy and Funding Arrangements for Higher Education 
__________________________________________________________________________________ 
 
 

Page | 5  
 

 

1. Intellectual Property ownership and commercialisation, particularly as 

this relates to SME engagement with research 
 

In recent times, universities and research organisations have been reticent to relinquish intellectual 
property (IP) arising from research conducted at their institutions, while industry asserts such rights 
should be held by the entity bearing the risk involved in commercialisation.   
 
IP can encourage collaboration by attracting industry partners to work with the research sector, but 
it can also provide an obstacle, particularly for SMEs, if negotiations over ownership are likely to 
become protracted, or if either party has unrealistic expectations.   

There is a lack of consistency around IP ownership.  Each university varies in its approach.   Some 
institutions take too restrictive an approach to licensing, putting too high a value on their intellectual 
property contributions, thereby discouraging IP development.     

Unequal bargaining power prevails, particularly where SMEs are seeking to collaborate with the 
research sector.  Often SMEs are time and resource poor, with an inability to engage top tier law 
firms to act on their behalf in these negotiations.  Negotiations and legal contractual issues over who 
bears what costs can often be unnecessarily protracted. 

It is noted that In the United States such negotiations are a very straightforward process using 
standard form 1-2 page legal contracts. 
 
The AAMC understands that several proposed IP templates have been put to government, none of 
which has been adopted to date.   Term sheets are needed: a simple 2-page document with drop 
down options.   
  
The AAMC strongly supports moves towards harmonising and simplifying IP Guidelines for 
universities, as well as making grants conditional on the dissemination of IP, as outlined in previous 
discussion papers.8 
 

Develop standard national IP guidelines and templates, and encourage IP dissemination 

Recommendation 1:  
a) In order to bring consistency to the issues around IP and industry research engagement, 

develop standard IP Guidelines; 
b) Develop template business term sheets; 
c) Make grants conditional on the dissemination of IP. 

 
  

                                                           
8
 Department of Education, Boosting commercial returns from research, 20. 
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2. Need for strong public private partnerships 

The AAMC strongly supports the Government’s Industry Innovation and Competitiveness Agenda and 
the development of five Industry Growth Centres.  These must be strengthened, however, to ensure 
their effectiveness. The AAMC argues no new money is needed, but a re-ordering of priorities is 
urgently required. 
 
We note that one of the stated9 objectives of the Growth Centres program is to ‘improve 
engagement between research and industry, and within industry, to achieve stronger coordination 
and collaboration of research and stronger commercialisation outcomes in the key growth sectors’ 
and also that it aims to increase ‘R&D coordination and collaboration leading to improved 
commercialisation outcomes’.10  
 
In this year’s Federal Budget, the government made $9.7 billion available for science, research and 
innovation.  The portion allocated directly to the Growth Centres ($225 million over four years) 
amounted to less than 0.6 per cent of that total.11  These centres have the role of commercialising 
ideas and building enterprise ‘absorptive capacity’ through business improvement and 
transformation. 
 
The AAMC submits that encouraging the capacity of SMEs to apply and commercialise research must 
be a national priority.  

International models accelerate technologies and capabilities  

Internationally, public private partnerships have been successful in accelerating technologies and 
industry capabilities. The UK Catapult centres, including a series of High Value Manufacturing 
Catapults, provide a useful example.  Catapults are physical centres where businesses, scientists and 
engineers work together to develop innovative ideas into commercial products and processes. The 
funding comes from a mixture (approximately thirds) of company investment, core public funding, 
and contested public funding.12   
 
In Germany, the Fraunhofer-Gesellschaft similarly promotes and conducts applied research to 
benefit private and public enterprise and is regarded as an asset to society as a whole.13 The 
Fraunhofer Institutes are familiar with industrial needs, and work together with companies to devise 
appropriate solutions to promote and safeguard their market leadership. 14 

Strengthen the Industry Growth Centre program through a redirection of research funding  

Recommendation 2: 
 
Re-direct 5 per cent of research funds to the Industry Growth Centre program to ensure a greater 
focus on industry-research collaboration and boost commercialisation of research. 

                                                           
9 Paragraph 14.b) Industry Growth Centres Initiative Programme Guidelines 4 March 2015  
10

 Paragraph 16.b) Industry Growth Centres Initiative Programme Guidelines 4 March 2015 
11

 Roy Green and John Howard, National Reform Summit: how can we ensure Australia remains an innovative nation? 
August 27, 2015. 
12

 Mike Wright, Making the UK a Globally Competitive Investment Environment; the Wright Review of Advanced 

Manufacturing in the UK and its supply chain, para 7.19, 32 
13

 https://www.fraunhofer.de/en/about-fraunhofer/mission/collaborative-partner.html 
14

 Ibid. 
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3. Current allocation of Research Block Grant funds inadequately values 

economic outcomes 

 
The AAMC argues no new money is needed, but new performance metrics to reward industry-
focused research as well as a re-ordering of research priorities is urgently required.    
 
The majority of Research Block Grant (RBG) funding is currently allocated via a series of complex 
formulae, primarily relating to traditional methods of research excellence around publications.     
 
At the same time, there is a mismatch in Australia’s research efforts: Australia has one of the 
greatest disparities between Higher Education research priorities and Business R&D priorities. 
Medical and Health Sciences accounts for the largest proportion of Higher Education Expenditure on 
R & D (HERD), at 29 per cent, while Engineering and Information and Computing Sciences dominate 
business expenditure (BERD), at 47 and 30 per cent,  respectively.15 
 
The AAMC advocates that recognition be given to meaningful industry engagement in the RBG and 
other funding allocation formulae.  We recommend measures that show increased mobility between 
industry and academia, for example, greater emphasis on industry placements, PhD candidates 
seconded to industry, and other meaningful collaborative activities.  (We suggest a number of 
possible initiatives in the following section). 
 
 
 
Increase the recognition of research-industry engagement in funding arrangements, including a 
nationally recognised secondment program, and encourage a re-ordering of research priorities. 
 
 
Recommendation 3: 
 
Increase the recognition of industry-research engagement in the higher education funding matrix. 
Deep engagement may be measured by a variety of factors, potentially including the following: 

- number of PhDs seconded to industry 
- number of extended student industry placements 
- the ratio of papers co-authored with industry 
- the proportion of papers cited by patents 
- the quantity of research income from industry 
- the proportion of research income from industry 

 

 

 
  

                                                           
15

 Universities Australia: University research - policy considerations to drive Australia’s competitiveness 
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4. Low mobility between industry and academia 

Relationships are integral to successful collaboration. We submit these take time to be established.   
Failure of collaborative efforts, primarily due to fundamental issues around relationships and 
understanding, are evident.  This may be attributable to the lack of mobility between industry and 
the research sector.  

The AAMC notes that Australian academics are generally employed full time, whereas in the United 
States they are employed for 9 months of the year, leaving them three months to potentially work 
in, or otherwise engage with, industry.     

People are at the heart of successful collaborations.  Consider Sabbatical placements of academic 
researchers into industry.    Consider student secondments in industry, potentially along the lines of 
the New Colombo plan, as early as possible in postgraduate studies to encourage transfer of ideas 
and foster collaboration.  This would also assist the students with their research, and build 
relationships.  In return students could receive valuable industry experience, entrepreneurial skills, 
and also potential employment opportunities.    Consider also Government departments significantly 
increasing the number of students being offered internship placements.  
 
Develop National secondment and internships schemes 
 
A coherent national secondment scheme would bring together industry and research in a 
meaningful way.  This duality of study and employment is being successfully embraced by a number 
of global companies overseas.16  Types of engagement include paid internships in industry, industry 
mentors assigned to PhD candidates in related disciplines, and academic secondments into industry.    
In engaging more directly with industry, university programs could emerge in which students with a 
bachelor’s degree could work in industry whilst at the same time completing a postgraduate 
qualification.   
 
Introduce Innovation and Technology Vouchers 
 
The AAMC notes that vouchers have been successfully used in some State17 jurisdictions to assist 
industry, particularly SMEs, to undertake R&D.   Voucher funds are paid directly to university and 
research institute suppliers on project completion.  The AAMC supports these as stepping stones to 
longer term engagement.    These programs aim to stimulate innovation in SMEs through 
collaboration with public and private research providers to develop new manufactured products or 
processes and drive productivity and business profitability. 
 
Institute prizes for innovation 
 
The AAMC suggests that consideration be given to instituting valuable prizes for innovation outputs - 
as opposed to the current model of paying for inputs.  
 
Prizes encourage innovation.   For example, the Ansari X Prize attracted $100 million in investment 
into the (previously non-existent) private-sector space industry.    
 

                                                           
16

 Eg. The Siemens Advanced Program (SiAP) and Cisco’s Specialised Training Programs 
17

 Eg. Victoria, South Australia voucher schemes 
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In this case, the technology used by the winning spaceship is now employed by Virgin Galactic to 
develop a commercial space-travel service.  Several other X Prizes have since been announced by the 
X Prize Foundation, promoting further development in space exploration and other advanced 
technology fields.18 

Inspired by successes in the private sector, a number of countries’ governments are now offering 
prizes for innovation.   Thomas Kalil, an expert on technology and innovation policy and a science 
adviser to Barack Obama, believes that incentive prizes offered by governments can work if well 
crafted and also argues that the process of thinking critically about a prize’s objectives focuses the 
bureaucracy’s approach to big problems.19 

Recommendation 4: 
  

a) Develop a national secondment program that encourages students and early career 
researchers, in particular across the science and technology disciplines, to work in industry; 

b) Ensure government departments set the example for collaboration through increased 
student internship placements; 

c) Institute an innovation and technology voucher scheme at the Federal level to encourage 
greater engagement of SMEs with the research sector; 

d) Institute prizes for innovation as a means of fostering long term industry-research 
engagement. 

 
 

 
 
  

                                                           
18

 The Economist, ‘Innovation Prizes And the Winner Is’ August 5
th

 2010 
19

 Ibid. 
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5. Taxation, particularly in respect to research and development 

incentives 
 

 
The key driver of both growth and productivity in an advanced economy is innovation, and at the 
centre of successful innovation is investment in Research and Development (R&D).  Policies must 
provide strong impetus for business R&D, particularly collaborative R&D, to bring the best of the 
national innovation system together to address productivity challenges. 
 
Encourage greater industry-research collaboration through tax reform 
 
As noted in the Issues Paper, Australia ranks 29th and 30th out of 30 OECD countries on the 
proportion of large businesses and small to medium enterprises (SMEs) collaborating with higher 
education and public research institutions on innovation. ‘This poor performance has been long 
standing,’ the paper notes. ‘For example, comparisons over the decade of the 2000s show Australia 
continually performed poorly in collaboration between business, higher education and public 
research institutions on innovation.’20 
 
The AAMC suggests tax incentives for industry will assist in improving this record of collaboration. 
 
Support mechanisms that encourage more Research & Development (R&D)  
 
The R&D tax incentive is critical for driving innovation in advanced manufacturing.  Australia already 
has a relatively low spend on business R&D, and yet R&D underpins technological innovation which 
drives economic development.    Investment in R&D results in tangible economic outcomes, driving 
product and process innovation in the economy and spawning new industries. In high-wage, high 
technology economies, R&D investment is ‘a prominent driver of technological innovation and 
economic growth’.21 
 
In light of this, the recent decision to place a $100 million cap on the R & D expenditures that 
companies can claim as tax deductions – coupled with suggestions that further cuts are imminent – 
must be regarded as a significant backward step. 
 
At the same time, the current Tax and Superannuation Amendment (2015 Measure No.3) Bill 2015 
before Parliament22 proposes reducing the refundable tax offset from 45 to 43.5per cent (equivalent 
to a 10 per cent reduction in the permanent benefit to small companies) and the non-refundable tax 
offset from 40 to 38.5 per cent (equivalent to a 15 per cent reduction in the permanent benefit to 
large companies). 
 
This latest measure is potentially more destructive to innovative companies than the original 
proposal (2014 Measure No. 5). Under the first proposal, the permanent tax benefit would have 
been restored by a 1.5 percentage point reduction in the corporate tax rate 12 months later. 
However the Federal Budget 2015 proposed reducing the corporate tax rate for small companies 
(<$2 million turnover) only. 

                                                           
20

 Review of Research Policy and Funding Arrangements for Higher Education Issues Paper August 2015, 2 
21

 The Brookings Institution, America’s Advanced Industries: What they are, Where they are and Why they matter, p.19 
22

 At time of writing, the Bill was before the Senate 
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Australian Governments provide a comparatively low level of R&D support to business in the form of 
tax credits.   The OECD Science, Technology and Industry Scoreboard 2011 place Australia towards 
the bottom range of countries in direct and indirect government support for R&D.23 

 
Stem the loss of Australian innovation and IP overseas 

 
Research and development activities that otherwise might have been located in Australia – and the 
manufacturing and consequent employment and wealth creation that is associated with this – are 
being lost to other advanced economies. 
 
Based on a growing body of evidence of activity shifting out of Australia, it must be argued that 
other advanced countries are attributing a higher value to knowledge industries (including those 
developed in Australia) than Australia.  The opportunity cost is significant – and growing. 
 
The AAMC strongly supports an incentive similar to Singapore’s Development and Expansion 
Incentive, which would effectively provide a reduced corporate tax rate on incremental income from 
qualifying activities.24 
 
Applicants would be required to submit plans for new substantive commitments in manufacturing or 
for expanding knowledge-rich activities or capabilities in Australia.  
 
Follow international accounting practice for IP treatment 
 
Most OECD jurisdictions follow international accounting practice for IP tax treatment and allow 
depreciation of IP, including goodwill and trademarks, as a tax deduction. Australia does not. 
 
Tax treatment that fully recognises the competitive importance of intellectual property is vital, and 
an important step toward removing the incentives for so-called “profit shifting”. 
 
The fact that tax depreciation is not available in respect of acquired trademarks and goodwill 
contributes to a view that Australia is typically not considered a favourable jurisdiction to locate the 
IP assets of multinational corporations. 
 
An internationally competitive tax depreciation regime would encourage investment in and 
reallocation of intellectual property in Australia and enable innovative companies to invest further in 
IP creation and more effectively protect themselves from private label piracy of IP. 
 
 
Recommendation 5:  
 

a) In order to effect a step change in collaboration between business and publicly funded 
researchers, double the R & D tax incentive for R & D that is done in collaboration with an 
approved Australian Research Institute or university. 

 
                                                           
23

 OECD, Main Science and Technology Indicators (MSTI) Database, June 2012: OECD R&D tax incentives questionnaires, 
January 2010 and July 2011; and national sources, based on OECD (2011), OECD Science, Technology and Industry 
Scoreboard 2011, Paris. 
24

 See AAMC Submission to the Federal Government’s Tax Review 2015 
http://bettertax.gov.au/files/2015/06/Australian_Advanced_Manufacturing_Council.pdf 
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b) Immediately remove the $100 million cap on the R & D expenditures that companies can 
claim as tax deductions, and immediately withdraw proposals to reduce R & D tax offsets. 

 
c) Introduce an Innovation incentive scheme to attract and maintain high value manufacturing 

in Australia.  
 

d) Recognise Intellectual Property as a depreciable asset, whether it is developed internally or 
acquired. Include goodwill and trademarks in these definitions. Adopt international 
accounting practice and allow IP amortisation expenses for tax purposes. 
 

 
 
About the Australian Advanced Manufacturing Council 

The Australian Advanced Manufacturing Council (AAMC) is a private sector initiative pursuing 
Australian success in advanced manufacturing.  The AAMC brings together industry leadership to 
drive innovation success and resilience in the Australian economy. AAMC Members represent the 
creative and driving energy behind successful transformations of Australian brands and companies, 
large and small, as well as global multinationals with a strong interest in Australia’s future. 

The AAMC’s focus is on: 

1.      Building awareness about the global opportunity and potential of advanced manufacturing;  

2. Identifying the gaps in the Australian ecosystem, identifying who is accountable and 

encouraging them to step up; and  

3.    Showcasing success.  

 

Contact for this submission:  
Jennifer Conley 
Executive Director 
Australian Advanced Manufacturing Council 
M: 0406 857 856 
E: Jennifer.conley@aamc.org.au 


