sﬁ%

PXRNETYeT T vy

Submission No. \G’

| RO
 Minuster For State DevELopMENT; TOURISM; SMALL BUSINESS

16th Floor, 197 St Gg‘drge's_ Tetzace, Perth Western Australia 6000
Telephone: +618 92229699 Facsimile: +618 9481 0223
EMAITL: dive-brown@dpe.wa.gov.an

Email: scin.reps@aph.gov.au

INQUIRY INTO BUSINESS COMMITMENT TO R & D IN AUSTRALIA -
FEDERAL STANDING COMMITTEE ON SCIENCE AND INNOVATION

in respon'setdthe' req'u;és't'for advice related to preparing a whole of ngérnm'ent o
submission t6 the above inquiry, please find the following input from the Department
of I'ndu_stry&Técthi’c)gy.'_ ' - ' T R

BACKG R’OURD

Business Expenditure on R & D (BERD) is around 0.7 % of GDP in Australia. This
figure  dipped  in. recent years due to the withdrawal of the 150% R&D Tax
~ Concession and the fact that a lot of the expenditure came from a small number of |
' large companies. For example leaving out CSIRO, which invests about $600 milfion -
~ per annum in R&D, BHP-Billiton, Ric Tinto and Telstra tend to be the main players at -
~ around the $80 million area. - SRR S
Theré has been an absolute decline in BERD since the mid 1990s and a relative
decline as a share of GDP. Australian BERD as a share of GDP is very low on the
OECD average. R S - :

INDUSTRY BASED INNOVATION AND R&D IN WESTERN AUSTRALIA

One of the Western Australian State Government's strategies in regard to innovation,
. is to strengthen the long term economic competitiveness by establishing WA as a
- global leader in- innovation related activities. The aim is to encourage innovation

~ across: industries -and - stimulate ‘pusiness and educational institutions  to . work

| together to generate ideas and commercialise them. -




Over the past nine years the WA Government has admrmstereci two main innovation

programs, - the Western Austrairan Innovatlon Support Scheme (WA%SS) and the-j .

. Nevrlte Stanley Awards (NSA)

-WAiSS was estabhshed in 1993 to suppor‘t the development in Western Australra of
" innovative products and processes that have. commercial merit. Funds were provrded S

ona matching basis with grants ranging from $20, 000 to $50, 000 for companres to '_ '

conduct specaf ed research and deuelopment prorects

Over the 14 rounds of WAtSS 126 grants have been prowded to 119 small Westem -

-_ Australian companies. “The total valte of grants provided amounts to $5.9 million'to~ - .

partly - fund ' R&D activities estrmated at- $15.4 " million. The program -has been
responsible for- encouragmg industry to invest, on- average almost $2 mto R&D E

' 'actzvrtres for every $‘i of WAISS fundtng provrded

WAiSS grant apptroarrts and recrpaents have been successful in acoessmg',:-
" Commonwealth research and development functrng through Ausindustry's Start'and =
~ COMET programs. Between 1998 and 2001, 22 WAISS grant recipients received

‘$15 million in’ Commonwealth funding (32% of fundmg awarded to WA compames) o
- Their success has. srgnrt" icantly incréased the leverage of Commonwealth funds. to .

" WA. . The WAISS grant’ process is seen by the Federal Department of industry, L

“Science and Resources as a trammg ground, with WAISS applicants. bemg better._ '.

' '_placed to "graduate" to Commonwealth research and development programs

One of the key arme of the Nev:lle Stantey Awards (NSA) is to facrlatate coElaboratron o
between mdustry and academia. The Awards provide tertiary students with industry .

- experience, - providing opportunrtres for the practical - development of ‘skills and o

- experience, resultrng in enhanced opportunrtres for employment By parttcrpatmg in-.
“the NSA, industry gains opportunfty t0 ‘access research ertd development expertrse o

: 'm unwersrtres through partrcfpatlng students R

' More recently, in recognrtron of the rmportant role that rnnovatlon plays in zndustry'_

~ and economic development, the Departmient of Industry and Technology established - =
~ the WA Innovation Centre, which includes an Innovation Advisory: Service and the
Innovation web site. The WAIC recognises the value of innovation and the need for
guidance for those creating innovation, and.those: supportmg mno\rators On thls

 basis, the Centre arms to provtde rnformatlon on:

. current news on mnovatlons
L 'upcomlng everits that may be approprrate to rnnovators or mvestors

s :steps to take (and why) when progressrng an idea through to commercralrsatlon o

cand

" a directory of information mcludrng contacts that can help with mnovatrons as welt R

R -_ as govemment programs and assrstance avarlable

_' The Centre atso organrsed a ‘series of three Innovatson Success Semanars at
Technology Park, featuring. Western Australian innovators as guest. speakers. The

ocused on the various stages of the: infiovation: process from -exploring




- _|deas and opportunrtres to devetoprng products and prototypes to acoessmg capltal S '

- and management expertrse

1 ‘What would he the economrc ben_efit for Austraha frorn a greater prrvate.:_ 5 o

- sector mvestment m R&D‘?

' The {}epartment of Industry & Technology recogmses that hrgher !eveis of mnovatron o |

- and R&D-result in internationally .competitive companies’ and industries in Western. - .~ a
J-:Austraira ‘where orgahisations are: prepared 16 collaborate in undertakmg R&D whrch_:_-. :

o 'resutt’s in the daﬂ‘usron of mnovatron and new knowledge wrthrn the economy

y The eoonomrc benef ts of greater pnvate seotor znvestment m R&D motude o

> |mproved company performance by mcreased commerc;alrsatron rates. for o
. R&D “undertaken. - This ‘leads to increased empioyment levels  within =~~~
~ -companies, rncreased sales (domestrc and export) moreased market share S

o rnoreased turnover and prot" tabmty

.. rncreased R&D cot!aboratzon whach results in knowledge technotogy and '
:.:Sklﬂs transfer between the co!laborators SRR . S

'-_':noreased rate of R&i) mvestment by compan:es whrch acts to share the rrsks T

- of undertakzng R&D

;noreased mvestment by companies in commerc:a!rsmg innovation and R&D P
and the attraction of a hagher ieve! of extemal fundzng e:ther through pnvate R

o mvestment or venture cap:tai

: moreased mternatrona! competrtlveness

' 'hlgher ieve! of rntroductron of new products and servrces and a hrgher level of e -

o ?:':mport repiacement

' :lrmprovements |n the tevel of staff skrlis ; and capabrlrtles

flow. on eﬁects to other seotors of the economy through sub-contractrng R&D AU o
E -work and manufacture ofdevetoped products e el e

boosting company morale and oredrb:hty through the sucoessfuf development

o ‘and commercrailsatron of new products or services;

. the'-extemat recogmtron of the company through rndustry and R&D awards




a h:gher !evei of coilaborat:on between the academle sector and mdustry :n'f o

- undertaklng R&D end commerorahsatron of mte!lectue! property

2 What are the 1mped1ments to busmess mvestment m R&D‘?

B -Desplte the ecceptance of the rmportance of mnovetion to competrtlveness S
. companies are finding it more’ -and-more. d:fﬁcult 1o ailocete resources needed to - -
- undertake a structured innovation program “Iraddition, investors and financiers are
reluctant to invest in development of new technetegies due to the risk involved and ..~

~ the iong time frame before. any :nveetment is recovered. ‘As a resuit there hasbeen - -

a trend. toward m\restment in ongomg busmese to merntarn market posmon and . |

tumover

_'Smal! domes’uo markets exacerbate the srtuetlon in Auetralla -and pert;outar!y in WA, SR
This means- that industry’ begms to focus. on’ exportlng from a very early. stege to

" remain commercially viable in'the Ionger term, As a result, local compames tendto . |
spend less on'"innovation than their overseas. counterparts ‘whichin the longerterm .

- could lead to the - erosron of the WA and Austreiran industry of mtemattonat

: compet:tlveness

o .In WA lndustry based R&D and innovatlon is typrcal!y undertaken by sma!E WA'- o
‘operations that have’ beén in existence fora short period of time." These companies - -
- do not-have an ‘established track record, generally emptoy fewer than ten: peopleand -

" turn over less than $1 million per year. They do not have access to the resources o
‘and cash flow needed to srmulteneousiy focus-on commercial’ operatlons anda
--etruotured fnnovetuon program. - innovation' and R&D therefore oceurs in an ad hoe_.. T

R manner usualEy belng undertaken as needed and when resources permnt

. in th!s enwronment sorne of the dlfF ouittes faced by these companles rnciude

avatlabtltty of resources to enabie the focus ona structured onge:ng R&D and L
mnovatlon program.- Loca{ oompantes are: frequently required  to. dwert_; -

L resources away from R&D programs to shore up oommercaai operatlons

e avaliablllty of re!evant sk:lts end cepabtlrtles Iocaliy to support R&D end"-.'

. innovation. - For example, many. IT related projects tend to face ‘difficulty in S

o : finding appropnateiy skilled IT contraotors and. severai companies have faced S
- difficulty in"having prototypes manufectured o requ:red standards et an |

| "_'affordable costand m requlred tlmeframes, oo

e 'avarlablllty of fundmg to suPpon the deveiopmem’ of innovative Dl’OdUC’fS and R
' senvices. Investors generaliy are not willing to invest: in longer term R&D - A
;pro;ects preferrmg toget involved at. the: comrnerciahsatlon stage Whlch ST

i -'-resu!ts in a shorter trme frame to 'recover the mvestrnent




e management skrlts and capabltrtles in re'latio'n to -management and

commercralrsatlon of R&D and mnovatron

. ad\rlsory servrces to companles to help in devetopmg and managing .~
- innovation - and - R&D: programs: and’ commercialisation - strategres Local

- companies. ‘have ‘expressed a need for mentormg support ora network that

- they can. approach for advice. - Some continue to’ work: in rsotatlon wrthout' .

o deveiopmg an awareness of other developments occumng samu!taneous!y

Some suggestlons to encourage busmess to mcrease prrvate sector snvestment m o

. _avaltablirty of mfrastructure to support R&D and 1nnovatron For examp!e B _. | _
testing facilities, access to equrpment or IT resources anci acoommodatron to -

. house smatl R&D projec’rs and

. workmg wrth potentral clients and consumers to estabtrsh a clear market heed o
- for:the proposed new product or service prror to undertakmg the. development EP
. - work. -The establishment of the market need is a critical ‘aspect of successful -

- "commercnahsatron and. thrs is-an area where oompames have faced drfr cuity e

- What steps need to be taken to better demonstrate to busmess the beneﬁts
_ ; ' of hlgher prwate sector mvestment m R&D? ' : L o

R&D mclude

 increase the 'R&D Tax concession to 200% as most businesses acknowledge - . .
~that this is broad-based, market driven and promotes BERD. 'Access to it does

 not: depend- on’ a oompetrtwe process and it ‘therefore - prowdes oerta:nty i

- forward planning.. Include a cash-out option to provide. smalter comparnies with .

- access to cash flow, which can.be used to acoelerate growth and increase the
_level of BERD. Currently companies that don't pay tax arent abie o beneft o
'_-rmmedlatety under the R&D Tax Scheme o S

: provrde Austrahan busmess wrth tlmety access to lnnovatron support programs by S |
.’_-'establrshmg actess pomts and use of d!agnostro tools to identify gaps, overtaps: o
o 'and aocess barrrers in exrstmg programs across Federat and State programs o

enoourage thiaﬂfhfop!c support for Austrahan R&D in a_ similar manner:.'-'- -
- employed in the Arts area. Th:s rs a blg growth area in the US Canada and o

- some Asran countrles

| .' hold workshops and case studtes to showoase the commeroral benefrts of":';f: L

: successfut mnovatloan&D programs

-_-.;-._;__pﬁj-:_'oreate moentlves to encourage companres to mptement mnovatron/R&D .

"-programs _

B
&




: _' o offer znfrastructure and adwsory support to heip the mnovatlon process by
- encouragmg compames to deveiop mnovatlon/R&D strategses

. "encourage greater pnvate mdustry mvolvement m Cooperatwe Research

Centres

e burld an mnova’aon cuiture :n !ocai mdustry, '

. encourage the venture cap:tal/f nancral sector of the beneflts of :nvestmg m - _' R

_'compames undertaklng early stage mnovation pro;ects

e -_encourage colEaboratton in the deveiopment and commerc:ahsatfon of new L

L products and serv:ces and

- -deveiop management skl!ls and capabllitles in relailon to. managmg the'
o 'deveiopment and commercualxsatfon of new products and serwces : :

- Neil Roberts. N |
' CHIEF OF STAFF = . |
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