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SUBMISSION TO 
ECONOMICS LEGISLATION COMMITTEE 

Taxation Laws Amendment (Research and Development) Bill 2001
Introduction
The Group of Eight, a coalition of Australia’s leading universities, welcomes the opportunity to provide its views to the Economics Legislation Committee’s inquiry into the Taxation Laws Amendment (Research and Development) Bill 2001.  

The Group of Eight coalition was formed through consensus on the principle that Australia both needs and deserves universities of world class.  Australia’s leading universities generate many of the intellectual resources and highly educated people that sustain key parts of Australia’s educational, social and industrial fabric.  Further detail about the Group of Eight universities, including their key objectives and research and innovation characteristics is contained in the attached brochure.

In the past twelve months, the Group of Eight vice-chancellors have released two papers, which set out their views on the imperatives and principles for policy reform in higher education in Australia and on the investment required in research and innovation for Australia to be a serious player in the global economy stakes. (Imperatives and Principles for Policy Reform in Australian Higher Education and Research and Innovation: Australia’s Future, www.go8.edu.au/papers.html.)  The policy principles which underpin these papers are built on three strongly held beliefs:

· That the role of universities is becoming increasingly important to the future of the nation as the global knowledge economy develops;

· That current higher education policy in Australia constrains the capacity of our universities to make their optimum contribution to the national and thereby constrains the overall national performance in the long term, and

· That the entire higher education system, and the nation will benefit from a policy environment in which some Australian universities can reach a standard which is recognised internationally as among the best in the world

Taxation Laws Amendment (Research and Development) Bill 2001

The Group of Eight welcomed the Government’s innovation statement, Backing Australia’s Ability, as a demonstration of a significant commitment to Australia’s research and development effort.  However, as Figure 1 demonstrates, notwithstanding the Government’s adoption of almost all of the recommendations from the Science Capability Review and the Innovation Summit Implementation Group, the package does not significantly close the 

gap between Australia and the 1998 OECD average expenditure on R&D as a proportion of GDP. 
As the Committee will be aware, the most significant component of this gap and where Australia’s performance seriously lags the rest of the world is in the conduct of business R&D. 
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Figure 1

Therefore, in addition to the specific initiatives in the innovation statement targeted directly to the higher education sector, the Group of Eight welcomed the steps to enhance the R&D Tax Concession as a crucial part of an integrated strategy to boost innovation in Australia and encourage commercialisation of university R&D, which is essential in the global competitive environment.   

The focus in the Bill on labour in the 175% Premium is critical to building research skills and maintaining them in Australia.  There will be direct benefits to the R&D activities of Group of Eight universities through the research they undertake in conjunction with, and on behalf of, business and industry.  While the Group of Eight universities are not eligible to access the R&D Tax Concession, companies in which the universities (as tax exempt bodies) have a shareholding of up to 25% (i.e. spin-off companies) may be eligible for the Tax Rebate.  This step should stimulate commercialisation of public sector R&D.  

While a number of additional stimuli for business R&D activities are required, these tax concessions are an important step in encouraging greater investment in innovation by the private sector.  This will produce spill over benefits for public sector research and the whole Australian economy.

Virginia Walsh

Executive Director

August 2001
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