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Re: Inquiry into businesscommitment to R&D in Australia

The AustralianIndustryGroup welcomestherecentlyannouncedinquiry into business
researchanddevelopment(R&D) commitment.Theinquirywill addressanumberof
importantissuescrucialto lifting theperformanceof privateR&D activity in
Australia. Recentdatareleasedby theAustralianBureauof Statisticsshowedthat
despitesomeimprovement,R&D effort amongAustralianbusinessesremainsbelow
thatof mostotherOECDcountries.Furthermore,Australiacontinuesto fall further
behindadvancesmadeby othercountries.This is an issuethatmustbe addressedasa
matterofpriority, giventhatR&D activity is akeydriverof sustainableeconomic
growth.

RecognisingtheimportanceofR&D investmentto thehealthofthedomesticindustry,
lifting businessR&D activity haslongbeenakeypolicy objectivefor Ai Group. Ai
Grouphasmadeseveralnotablecontributionsto theR&D policy debatein recent
years.

Ai Groupwasakey sponsorandparticipantin theNationalInnovationSummitin
February2000,conductedin orderto enhanceAustralia’scompetitivenessand
economicgrowththroughinnovation. TheSummitandthesubsequent
recommendationsoftheImplementationCommittee,resultedin anumberofinitiatives
aimedatcreatingan innovativecultureandgeneratingnewR&D ideas,issuesthat Ai
Grouphasvigorouslypursued.

Theintroductionof theexpandedR&D Startprogram(announcedundertheFederal
Governmentinitiative ‘BackingAustralia’sAbility’ in 2000)followed intenselobbying
oftheFederalGovernmentbyAi Groupto provideanecessaryboostto businessR&D
activity. Sinceits implementationtheprogramhasresultedin manyR&D success
storieswithin Australiaacrossavarietyof industrysectors. It is thereforeregrettable
thatfundingapprovalundertheprogramhasbeendelayeddueto allocatedfundsbeing
exhausted.
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Ai Groupalsoled thepushfor apremiumtax concessionaimedat providingafurther
stimulusto increasedR&D activity, whichwasimplementedin theform of a 175%
R&D premiumtax concessionin 2001.

During theInquiryinto theTaxationLawsAmendment(ResearchandDevelopment)
Bill 2001,Ai Groupplayedamajorrole in persuadingtheGovernmentto amend
proposedchangesto thedefinitionof R&D activityon thegroundsthatit excessively
narrowedthescopeof eligible R&D andwould limit theeffectivenessofthetax
concession.Thisrecommendationwasincludedin theAi Groupsubmissionto the
inquiry,which wasaimedatensuringmaximumbenefitsfrom R&D assistancewere
deliveredto Australianindustry.

In additionto its role asakeycontributorto theR&D policydebate,Ai Grouphas
conductedextensiveresearchon businessR&D activity in Australia,whichhashelped
to ensurethatinformeddecisionmakingconcerningR&D issuescantakeplace.

Al Grouphasreleasedseveralfactsheetsaimedat increasingawarenessof R&D
issuesamongAustralianindustry. I haveencloseda copythesefor yourinformation.

In August1999Al Groupreleased“Research& Development”,anexaminationof
trendsin R&D expenditurein Australianmanufacturing.This reportcontainsa
numberof importantfindingsrelevantto thecurrentinquiry including:

• Themainreasondriving increasedR&D expenditureis theneedfor product
developmentto expandmarketsandenhancecompetitiveness.

• Reductionsin thetax concession(from 150%to 125%)hadanegativeimpacton
R&D activity amongbusinesses.

• Profit pressureswerethemostsignificantfactorleadingto reducedR&D.
• R&D effort is notrelatedto businesssize.
• TheAustralianregimeof R&D taxconcessions(atthetime of thesurvey)did not

appearto offer sufficientpositive incentivesto influenceR&D decisions.

I haveenclosedacopyof thereportfor theinformationof the inquiry. Ai Groupis
planningasimilar surveyof businessR&D activity to beconductedin August2002,
theresultsof whichwill beavailablein lateSeptember.While submissionsfor the
inquiryaredueby 30 August2002,Ai Groupwould welcometheopportunityto
presentthefindingsoftheR&D surveyto theCommitteeatits publichearingsin late
September.

I will awaityouradviceon theabove. If you wish to discusstheupcomingAi Group
surveyof R&D activity, or theenclosedfactsheetsandR&D report,pleasecontactme
on (02) 94665505.

Yours sincerely,

HeatherRidout
DeputyChiefExecutive


