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31 January 2013 
 
Budget Policy Division 
Department of the Treasury 
Langton Crescent 
PARKES ACT 2600 
prebudgetsubs@treasury.gov.au 
 
 
Dear Treasurer 
 
In the final budget before the 2013 Federal Election, the Government has the opportunity to set the 
precedent for a progressive, innovative and forward-looking nation that capitalises on its competitive 
strengths and provides long-term solutions to address its shortcomings. A nation fuelled by high value 
jobs, knowledge-intensive industries, and a healthy, productive workforce; where the community’s 
expectations for health, education and welfare are recognised and met. 
 
In terms of need, one of the key priorities is of course the health of the nation. As you well know, 
current forecasts are for an unsustainable increase in health costs and negative pressure on 
productivity from an ageing population. The Government is faced with a paradox – ensure that 
Australians receive ever improving healthcare to reduce the burden of disease on the community and 
economy, while keeping Government expenditure on health in check.  
 
A key part of the solution to this long-term concern is innovation: the creation of new knowledge, 
methods and tools that will drive a more efficient and effective health system, and will reduce the 
burden of disease on health services, productivity and the public purse.  
 
In its 2013-14 budget, the Government has a unique and timely opportunity, through uptake of 
recommendations in the McKeon Strategic Review of Australian Medical Research, to achieve 
major outcomes in health from moderate outlays.   
 
The draft McKeon Strategic Review of Australian Medical Research, an independent report 
commissioned by your Government, provides a powerful blueprint for better health through research. 
Through the reforms recommended in the review, the Government has the opportunity to capitalise on 
Australia’s knowledge sector to deliver efficiencies in health care, build on Australia’s 23,000 high 
skilled jobs in medical research, attract back Australia’s talented diaspora, leverage private sector 
investment, and fuel Australia’s most valuable knowledge-intensive industry, the medicines industry.  
 
Below we outline what AAMRI considers the top three initiatives to secure the future health of 
the nation, while growing the medicines industry into one of Australia’s defining industries. 
 
 
Yours faithfully 
 
 
 
Professor Brendan Crabb 
President, Association of Australian Medical Research Institutes  



	  

	   	   2 

 
 
THREE INITIATIVES 

to help secure the future health and productivity of the nation, while 
growing our medicines industry into one of Australia’s defining industries 

 
 
1. Effective, efficient funding for medical research 

Revamp and streamline Government funding for medical research to drive research collaborations, 
attract private sector investments, and support innovative, cutting edge research outcomes   

THE ISSUE  

• As the primary funder of medical research in Australia’s universities, medical research 
institutes (MRIs) and hospitals, the Government – through smart, streamlined funding 
mechanisms – has the power to drive collaborations, leverage private sector investments, and 
support innovative, highly productive research. 

• Currently the Government is not reaping the best returns from its investment in 
research due to complicated, inequitable and inefficient grant schemes: 

- By not fully funding the indirect costs of research (i.e. costs not directly attributed to 
individual projects, e.g. laboratory equipment, IT costs, overheads) the Government 
weakens the research sector, and discourages philanthropic and industry co-
investment in research, as it is often used to patch together the shortfall in indirect cost 
funding rather than innovative research.  

- Inequity and inflexibility of indirect costs funding compromises the ability of MRIs 
and hospitals to collaborate with universities, industry and international organisations. 

- Short-term, low quanta funding for individual projects – rather than longer term 
funding for research programs and teams – mean that researchers spend up to a 
third of their time on administration, applying for and peer reviewing grants for which 
there is a 20% success rate. For National Health and Medical Research Council (NHMRC) 
grants alone (worth $780 million per annum), the opportunity cost of this is estimated at 
$90 million per annum. 

THE SOLUTION 

• Reduce inefficiencies and inequities of grant funding by consolidating funding for indirect 
research costs from State/Territory and Federal Government schemes and having indirect 
cost funding simply flow with competitive grant funds. 

• Fully fund research by increasing funding for indirect costs to 60 cents per $1 of competitive 
research grants, in line with recommendations from five different Government-commissioned 
reports.  

• Drastically reduce the time spent on administration by researchers by making grants 
larger and longer term (5 year) in line with other OECD nations. 
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2.  Strategic funding pool to drive health system innovation 

Consolidate funding for research in the healthcare system into a strategic funding pool to drive 
innovation and efficiencies in healthcare delivery 

THE ISSUE  

• In addition to the $780 million invested by the National Health and Medical Research Council 
(NHMRC) in medical research, it is estimated that $4 billion of the State/Territory/Federal 
Governments’ health budgets are invested in research activities. 

• Unlike the NHMRC, there is no central register of research funded through the healthcare 
budget, no ability to set priorities, no peer review of research, and no record of whether 
research outcomes are implemented into practice. In fact, we have very little data on research 
that takes place within the healthcare system, outside of MRIs and universities. 

• Through the NHMRC, the Government funds medical research in areas of international 
strength broadly aligned with health priorities. 

• It's time that the research in the healthcare system is also strategically invested to 
deliver across-the-board improvements in disease prevention and healthcare efficiency. 

THE SOLUTION 

• Create a strategic funding pool from $2 billion of the $4 billion invested in research in the 
healthcare system by State/Territory and Federal Governments.  

• Use this pool to fund patient-driven research, including public health research, health 
systems research, health economics research, health services research & health policy 
research, as well as the implementation of research outcomes into healthcare delivery. 

 
3. Translational health-research precincts 

Establish proof-of-concept funds on 10-20 iconic health-research precincts to drive patient and 
commercial outcomes from Australian health and medical research 

THE ISSUE  

• While Australia is a world leader in biomedical research, we are well below the OECD 
average at translating research into commercially viable technologies and treatments. 

• One of the biggest barriers to commercial translation of Australian research is the 
paucity of proof-of-concept funding (i.e. funding for experiments to demonstrate a product 
concept and for early protection of intellectual property). 

• The Australian and State Governments have invested significant resources in research 
infrastructure. But these research institutions often act in silos, limiting collaborations, thinly 
spreading inadequate commercialisation skills, and inhibiting translation of research into health 
services.  

THE SOLUTION 

• Invest $20 million into proof-of-concept funds for medical research. 

• Distribute these funds to 10-20 health-research precincts – hubs consisting of a teaching 
hospital, university, MRI(s) and industry partners, successfully integrated to foster innovation, 
attract foreign investment, aggregate commercialisation expertise, and drive translation of 
research into healthcare delivery. 

• Local precinct-based funding decisions will capitalise on local knowledge of precinct 
strengths, exploit commercialisation expertise, and engender further precinct collaboration. 
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Association of Australian Medical Research Institutes 

AAMRI is the peak body for Australia’s independent medical research institutes (MRIs). Our 41 
members are internationally recognised leaders in health and medical research, working on a 
broad spectrum of human health conditions, from mental health to diabetes and heart disease. 
AAMRI’s members are primarily not-for-profit organisations co-located with hospitals, providing a 
direct interface between laboratory-based research and healthcare delivery. Together, AAMRI’s 
members employ over 8,000 staff and students and have a combined annual research income of 
over $700 million.  


