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ABOUT AAMRI 

AAMRI is the peak body representing medical research institutes (MRIs) across Australia. Our 

45 member institutes are leaders in health and medical research, and collectively represent over 

10,000 staff and students and an annual turnover of more than $1 billion. The majority of our members 

are ‘independent’ MRIs, that is, mission-driven charities legally independent of a university or hospital, 

and co-located with a hospital or healthcare provider. The remainder of our members are university- or 

hospital-based institutes, or an alliance of research partners.  

Australia’s MRIs work on an extensive range of human health issues, from preventative health and 

chronic disease, to mental health, Indigenous health and improved health services. Their research 

ranges from fundamental biomedical discovery through to clinical research and the translation of 

research findings from bench to bedside. Together, they aim to drive innovation in healthcare to 

improve the lives and livelihoods of people in Australia and world-wide.  
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INTRODUCTION  

AAMRI welcomes the review of Government mechanisms to boost the commercial returns from 
research. As outlined in our submission to the Strategic Review of Health and Medical Research on 
enhancing the commercial outcomes of health and medical research (Appendix 1), there is a range of 
factors contributing to Australia’s poor track record in translating research into commercially viable 
products and services.  

AAMRI sees the Commonwealth Government having a clear role in facilitating the commercial 
translation of research by: 

1. using funding and policy levers to motivate, support and upskill publicly-funded research 
organisations to drive research commercialisation; 

2. providing targeted financial support to de-risk areas of market failure in the commercialisation 
pipeline, closing the gap (or the ‘valley of death’) between research discovery and investor 
interest in commercially-relevant intellectual property (IP); 

3. delivering facilities and programs that facilitate engagement between industry and research 
organisations; and 

4. providing a regulatory and policy framework where industry flourishes and commercial 
investment in research is encouraged. 

There is a concerning focus of the Boosting the Commercial Returns from Research 
discussion paper on policies and schemes that encourage research-industry ‘collaboration’ as 
the major Government lever to improve research commercialisation. While we acknowledge that 
Australia ranks poorly compared with our OECD counterparts in industry-researcher collaborations, 
we also rank poorly in other innovation metrics such as new-to-market and new-to-world patents, and 
high technology / medium-to-high technology exports. The reason for the low level of engagement 
between Australian business and research organisations is not simply the result of insufficient 
Government funding or incentives to directly encourage this. It is an indicator of a much more complex 
system of issues (including a predominantly low-tech and risk-averse industry base to begin with, a 
lack of experts in commercialisation and product development, and a paucity of venture capital funding 
to support the spin out of new innovative businesses), all of which must be considered in improving 
the commercial returns from research. 

Recent initiatives in the Commonwealth Government’s Industry Innovation and Competitiveness 

Agenda, such as the proposed regulatory changes for Employee Share Schemes and for the approval 
of medical devices by the Therapeutic Goods Administration, are positive developments for supporting 
innovative industries in Australia. These industries, in turn, are more likely to invest in research, 
employ researchers, and collaborate with research organisations.  

While the discussion paper’s proposals to recognise and reward industry experience, upskill 
researchers, and increase industry access to research have merit, they do not address the key 
enduring barrier to the commercial translation of research: limited access to finance (both for 
research organisations and businesses) to get potentially valuable research discoveries or IP 
to a point where there is commercial interest in investing in them. This funding bottleneck in the 
commercialisation pipeline has been exacerbated by the recent reduction in Commonwealth 
Government funding for research commercialisation activities, and the axing of the Innovation 
Investment Fund (IIF). 
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Valley of Death 1: Funding for proof-of-concept experiments and early IP protection 

An early step in research commercialisation is building compelling proof-of-concept data necessary to 
prove (or otherwise) that a discovery or concept is commercially viable so that it can then attract early-
stage private investment or industry interest.  

A significant funding gap for proof-of-concept research and early-stage protection of ensuing 
intellectual property (IP) prevents potentially valuable discoveries from making it out of 
research institutions and into the market place. While NHMRC Development Grants support proof-
of-concept research, this scheme represents less than one per cent of total NHMRC funding. Also, 
medical research institutes (and medical research) are not eligible for equivalent ARC funding 
schemes. There is also a paucity of funding for stage 1 clinical trials, whose successful completion is 
often necessary to attract investor interest. The NHMRC and ARC also forbid grant funds from being 
used to protect IP, meaning that there are literally no Government schemes to protect potentially 
valuable IP arising from Government-funded research. The result is that most research organisations 
are unable to adequately test the commercial viability of their work and protect potentially valuable IP. 

We provide a model at Appendix 1 of how a scheme for proof-of-concept funding could be 
used to bring together sub-critical groups of commercialisation expertise across precincts or 
‘catchments’ of research organisations (including universities, medical research institutes and 
hospitals) into larger, more viable commercialisation arms. These could be modeled on the successful 
Medical Research Commercialisation Fund and UniQuest (see Appendix 1), which would have the 
expertise and successful governance structures in place to administer new proof-of-concept funding. 

Valley of Death 2: Seed funding and venture capital  

A lack of access to venture capital is a critical issue for Australian innovation. There is an 
opportunity for the Commonwealth Government to assist in attracting venture capital investments to 
Australia by supporting organisations similar to the Medical Research Commercialisation Fund and 
Uniseed, with a proven track record in attracting national and international third party investments by 
aggregating ideas and ‘deal flow’ into large enough catchments to become noticeable to external 
venture capital (see Appendix 1). For example, by subsidising administration costs, the Government 
could enhance the attractiveness of these organisations as an investment, including for the 
superannuation industry. The ‘Translational Biotech Fund’ recommended in the Strategic Review of 

Health and Medical Research is another model by which the Government could increase the 
availability of seed funding and venture capital. 
 

In the case of health and medical research, these valleys of death might be addressed by some of the 
proceeds from the proposed Medical Research Future Fund (should it come to fruition, albeit 8-10 
years from reaching maturity). In the case of other research areas, a separate sovereign fund could 
ideally ensure secure, long-term funding to support the commercial translation of research and 
innovative industries. In the shorter term, a re-allocation of the limited funding that currently exists for 
commercialisation and research-industry linkages should be considered in all areas of research. 

A failure to address the above funding bottlenecks will mean that potentially valuable IP will 
continue to sit inside research organisations out of reach of the investors, industries and 
markets that could benefit from them. We urge that these valleys of death be addressed when 
considering Government mechanisms to boost the commercial returns from research, along 
with the below recommendations that refer to proposals raised in the discussion paper.  
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DISCUSSION PAPER PROPOSALS 

1. Creating stronger incentives for research-industry collaboration 

Recognising industry experience in assessing competitive research grant applications 

Currently, industry and commercialisation outcomes are inadequately recognised in the professional 
recognition processes within which academic researchers work, including in the awarding of 
Commonwealth Government grants and fellowships. While commercial outcomes are represented in 
the assessment criteria of some grants and fellowships, there are no agreed metrics, and peer review 
panels rarely have the necessary expertise to assess commercial/industry outcomes. Consequently, 
the awarding of grants and fellowships are almost exclusively based on traditional academic metrics, 
and time spent by researchers in industry or undertaking activities that do not result in traditional 
publication outputs can be fatal to a researcher’s career. 

AAMRI supports the proposal to modify the peer review of competitive grants and fellowships 
to recognise industry-relevant outcomes. It is important that industry experience/outcomes are 
given equal value to non-industry research experience/outcomes (but without any negative 
consequence to applicants for not having industry experience). As such, applicants would not be 
penalised for a reduction in traditional academic outputs that result from time spent in industry and/or 
on activities involved in the translation of research, and commercial outcomes (e.g. IP generation, 
product development, funding/contracts with industry, clinical trials, etc.) would be taken into 
consideration in an applicant’s track record. 

We suggest that recognition of industry/commercialisation outcomes should be part of a 
broader framework that recognises research translation and impact (including non-commercial 
impact and adoption), such as that outlined by the MORIA framework (see section 5 below). Non-
commercial translation and adoption of research findings is particularly common in the case of health 
and medical research (e.g. an improved clinical guideline or practice, not involving any new product, 
that reduces the time taken per patient or reduces hospital re-admissions). 

Pivotal to the successful recognition of commercial outcomes in the peer review process will 
be the inclusion of commercial expertise on all NHMRC and ARC grant review panels. The 
inclusion of industry outcomes in the assessment criteria of grants and fellowships alone will not have 
any affect if these cannot then be appropriately assessed. 

Finally, institutions where industry experience and commercialisation skills are clearly 
available should also be encouraged. Research is increasingly a whole-of-enterprise exercise, and 
the assessment of research grants should recognise that, just as access to excellent core research 
facilities makes a grant more feasible, so too does access to industry connections and 
commercialisation expertise.   

Rewarding end-user engagement in the funding of research block grants 

Universities receive block grant funding through four different Government schemes administered by 
the Department of Education – Research Infrastructure Block Grants (RIBG), Sustainable Research 
Excellence (SRE) Scheme, Joint Research Engagement (JRE) Scheme, and Research Training 
Scheme (RTS). Together, through a complicated mix of formulae, these schemes provide funding for 
the indirect costs of research associated with Australian Competitive Grants, and also reward research 
excellence and the attainment of funds from alternative sources (including industry).  
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Medical research institutes (MRIs) are not eligible for these research block funding schemes, but 
instead receive 20 cents per dollar of NHMRC grant awarded to meet the indirect costs associated 
with these grants through the NHMRC’s Independent Research Institutes Infrastructure Support 
Scheme (IRIISS). Unlike universities, they do not receive any Commonwealth Government funding to 
reward excellence, industry engagement, or funding attained from alternative sources. Some (but not 
all) state and territory governments provide some funding to MRIs to assist with indirect research costs 
and/or to reward excellence and innovation. 

In principle, AAMRI supports an allocation mechanism for research block grants that rewards 
research organisations for engaging with end-users and industry. However, care must be taken 
to avoid perverse incentives and gaming of the system. The allocation framework should recognise a 
wide range of commercial adoption (beyond just product sales), including translation of research that 
doesn’t involve an industry partner (e.g. in cases where the end-user is a hospital or government 
department), or that is via a non-traditional commercialisation pathway (e.g. some research can go 
direct to market without an industry partner, such as in the case of health apps and websites, which 
are becoming increasingly common outputs of health and medical research).  

We also recommend that in rewarding engagement with end-users and research translation, 
that universities not be considered in isolation, but that MRIs (whose indirect costs are funded 
through different mechanisms) also be considered. Therefore, the university-based block grant 
system might not be the most appropriate scheme (or certainly not the only scheme) to reward end-
user engagement across the sector. 

Leverage greater collaboration between industry and research organisations 

Examples worldwide (e.g. Singapore, Ireland) show that research excellence acts as a major 
attraction for industry as the focus for outsourced research. Therefore, the Government’s continued 
long-term support for research is key in attracting industry investment in research. 

We re-iterate the importance of improved funding for proof-of-concept experiments (with or 
without an industry partner) and funding for early-stage IP protection in order to get research 
discoveries to a point at which industry is interested in being involved. We recommend that 
NHMRC Development Grants, which support proof-of-concept experiments, be made available in a 
more timely and rapid manner, rather than through the current annual process. The proportion of the 
NHMRC grant budget allocated to Development Grants, currently less than 1 per cent, should also be 
substantially increased.  

The ARC Linkage Grants supports collaborative research of universities with industry and other end-
users. However, these grants are not open to health and medical research, or to MRIs. We 
recommend that an equivalent scheme be implemented under the NHMRC to promote industry-
researcher collaborations.  

There is also the opportunity to increase meetings and networks between industries and 
research organisations. Currently industry does not know of the possibilities for collaboration and the 
researchers do not know of the interesting possibilities available in industry, including opportunities for 
joint projects. Incubator units are also not readily available for start-up or micro-companies. 

Caution should be exercised in transferring successful industry-research programs from 
overseas to Australia. The small size and geographical dispersion of Australian industry, the 
predominance of low-tech and risk-averse industries, and the remoteness from key foreign markets 
mean implementing innovation schemes from other countries is unlikely to result in the same success 
here. Adapting well-regarded existing Australian schemes is more likely to succeed. 
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Consolidation of programmes that encourage research-industry collaboration 

AAMRI urges caution in consolidating existing programmes that encourage research-industry 
linkages. While consolidation would provide greater scale of funding for any remaining program, the 
unique and complementary roles each of the current programmes plays in improving research-industry 
links and the commercial translation of research should not be overlooked.   

 
Several programs facilitate research-industry linkages in different ways and contexts: 

ARC Linkage Grants support collaborative research of higher education providers with industry, end-
users or other parts of the innovation system in order to translate and apply research to a specific 
problem or opportunity at the individual project level. NHMRC Development Grants provide funding 
for early proof-of-concept research, which if successful, may result in a partnership or license deal with 
industry.   

The Entrepreneurs Infrastructure Programme (EIP), through the Research Connections stream, 
specifically targets SMEs to engage a research organisation in a ‘research service provision’ role to 
tackle a knowledge gap or barrier at a relatively small scale and short time-frame. This is distinct from 
projects supported by ARC Linkage Grants, which are collaborative in nature and are targeted at 
translating discoveries arising from university-driven research, rather than facilitating business-led 
research. 

The CRC Programme – with its much larger scale of funding, longer timeframes and networks of 
partners – brings together a critical mass of multi-disciplinary partners to meet an industry’s research 
needs to tackle a major barrier or captialise on a significant opportunity for improved products, 
services or outcomes. Importantly, the programme is also open to non-commercial sectors, including 
government services, health service providers and the non-profit sector. Unlike ARC Linkage Grants, 
which tend to capitalise on an opportunity to apply research to a specific problem, these grants are 
industry or end-user led, and are much bigger in scale than the aforementioned programmes, and thus 
tackle different scales of issues/opportunities. 

Industry Growth Centres are intended to improve the competitiveness and productivity of industry 
sectors in which Australia has a competitive strength, including through the delivery of large-scale 
collaborative projects. Unlike the above initiatives, this programme is targeted to address sector-wide 
barriers and opportunities, and has a much broader remit in building capability, reducing regulatory 
burden, and providing a ‘competitiveness roadmap’, as well as supporting collaborative R&D and 
commercialisation projects that have broad sector-wide implications. Importantly (and worryingly), 
these centres will be expected to be self-sustaining after four years. It is not clear at this stage how 
this programme relates to the ARC’s Industrial Transformation Research Programme.   
 

Each of these programmes, with its different eligible organisations, scales, and breadth of 
activities, plays a unique role in building links between research organisations and industry.  

Rather than consolidating programmes, we suggest that the introduction of the new Industry 
Growth Centres and the current review of the CRC Programme be used to clearly define the 
unique roles of these programmes, adapt them if necessary, and at the same time, improve their 
agility and flexibility to encourage industry involvement. The lack of stable, long-term initiatives to 
support commercialisation and research-industry links has significantly hampered industry 
involvement in these Government programmes in the past. The sudden axing of the Commercial 
Ready program in 2008, and the more recent termination of Commercialisation Australia without 
notice are cases in point. The Government should avoid perpetuating this issue. 
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Role of R&D Tax Incentive in encouraging research-industry collaboration 

The R&D Tax Incentive is a key Government lever in stimulating business investment in research by 
de-risking this investment. There have been positive developments to the scheme to tighten up 
research definitions and encourage research investment by SMEs. However, changes to 
specifically encourage (or force) the collaboration of industry with research institutions has 
the potential to damage the programme by increasing red-tape, encouraging gaming, reducing 
flexibility, decreasing the scheme’s attractiveness and uptake by industry, and ultimately reducing the 
ability of the R&D Tax Incentive to meet the needs of industry.  

2. Supporting research infrastructure 
 
AAMRI strongly supports a long-term investment in research infrastructure for publicly-funded 
research organisations and industry modelled on the highly-regarded National Collaborative 
Research Infrastructure Strategy (NCRIS). Successful elements of the programme that should be 
emulated in any future scheme include: 

 leveraging of investment from state and international counterparts, and potentially also 
industry partners; 

 funding towards facility operational costs, including specialist personnel, for superior service 
delivery and research outcomes; 

 the use of a strategic, highly consultative roadmap approach to meet Australia’s infrastructure 
needs; and 

 provision of services free of charge (or at cost) for publicly-funded research organisations to 
avoid cost-shifting and unnecessary red tape, while charging industry a fee-for-service. 

3. Providing better access to research 

Strengthening IP guidelines for researchers, and linking research funding to IP dissemination 

AAMRI endorses the national principles for IP in public institutions. These are a sensible guide 
that provide the opportunity for entities to decide if the public interest is best served by, for example, 
licensing or open access to IP.   

We urge caution in regulating the dissemination of IP arising from Government-funded 
research (presumably applicable to provisional patents that have not been converted to PCT patents 
after a fixed period). Increased regulation and red tape around IP has the potential to discourage the 
protection of potentially commercially-relevant research findings, and inadvertently encourage more 
traditional academic pathways of research. The significantly longer timeframes and more costly 
pathways required for the commercial translation of health and medical research (including tests in 
animal models and clinical trials) could also cause problems for any broad-based IP policy. 

If the purpose of requiring the dissemination of IP is because the Government is of the view 
that potentially valuable IP is not being exploited by research organisations, then we suggest 
investigating why this is the case. Reasons might include the lack of Government funding for early-
stage proof-of-concept experiments necessary to progress IP, the inability to use NHMRC and ARC 
grant funding to protect IP, an inability to secure seed funding, or a lack of access to the skills 
necessary to pursue IP. Alternatively, an unexploited patent might mean the IP is not of any value, 
meaning requiring its dissemination could be an unnecessary administrative burden. 
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It is generally acknowledged that provisional patents are filed on far too much non-commercialisable 
IP (in Australia and world-wide). This over-proliferation of provisional patents can in turn make 
securing the rights to all the relevant IP needed to convert genuine provisional patents to PCT patents 
difficult. We agree that, in principle, this could be overcome by ensuring patents based on publicly-
funded research that potentially block the development of other patents, but that have no commercial 
value in their own right, are freely available. However, such a policy in Australia would have very little 
effect here, as the majority of Australian patents are blocked by international provisional patents.  

Establish an online point of access to commercially-relevant research for business 

While the establishment of an online point of access to commercially-relevant research for 
business appears logical in principle, we believe it would be a costly exercise with limited 
success. University tech transfer offices and other organisations such as the Medical Research 
Commercialisation Fund (MRCF) already provide this service tailored to the strengths, objectives and 
business models of their own organisations (e.g. contract research versus collaboration versus IP 
licensing, etc.). A Government-funded website would duplicate these other resources, require 
significant resources to maintain, and would face substantial hurdles in keeping the database up-to-
date and getting research organisation buy-in. This model also overlooks the competitive nature of 
universities and other research organisations in attracting businesses to their research services. 
Research organisations also get much more out of their own web-based resources, which are tailored 
and flexible, provide important analytical information on web traffic, and direct external stakeholders to 
their organisations. 

Industry access to research or research expertise (whether in the form of a consultation service, 
collaboration or interest in the commercialisation of a technology) also requires a tailored service, 
including localised knowledge, specialised skills, and personal follow up, which would not be provided 
by a central website resourced by government.  

We suggest that a more productive role for the Commonwealth Government would be to provide links 
to the various websites of research organisations where this information and services are already 
available.  

Whole-of-Government policy to open up access to publicly-funded research  

The current policies of the NHMRC and ARC to make the results of research publicly available 
within 12 months of publication are sufficient and meet international standards of open access to 
research. These recent policy changes have resulted in a significant administrative burden on 
research organisations, many of which are still putting in place the necessary processes to meet the 
new requirements. We do not recommend any additional policy requirements at this stage; any future 
changes should first require an assessment of the effectiveness of the open access policy reforms to 
date in improving access to research. 

IP toolkit to simplify negotiations relating to IP between researchers and industry 

An IP toolkit could have some limited use to research organisations, depending on what it included 
and the level of industry input into its development. However, the key to simplifying negotiations 
relating to IP is for the partners to the contract to have access to accurate professional advice, and fair 
evaluation and valuation of the IP. Australia lacks skilled experts in IP evaluation and valuation. 
Therefore, more important than an IP toolkit is funding to access professional advice (for 
example, through small grants from the Entrepreneurs’ Infrastructure Programme), including 
the potential to import talent on a case to case basis.  
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4. Increase industry relevant research training 

AAMRI supports changes in research training arrangements requiring a commercialisation 
component in PhD programmes. An excellent example of a low-cost, valuable programme is the 
former commercialisation ‘boot camp’ run by IMBCom, previously mandatory for all PhD students at 
the Institute for Molecular Bioscience (UQ). 

We also support the provision of more intensive professional development programmes aimed 
at skilling up early- to mid-career researchers. However, the insufficient funding of research 
organisations for the indirect costs of research means that the provision of such programmes is 
difficult. 

The CRC Programme is arguably the most cost-effective and useful Commonwealth Government 
scheme at providing intensive skills in how to operate with industry. Such skills and experience are 
extremely valuable in bringing about bottom-up cultural change and developing future leaders in 
industry-research links. However, only a small number of researchers access the CRC programme, 
and other more generalised schemes are needed to ensure a broad industry/commercialisation 
understanding and skills across the research workforce. 

In the health and medical research sector, the NHMRC Career Development Fellowship scheme aims 
to build researcher capability in industry skills. However, in 2014, the NHMRC funded just two new 
Industry Career Development Fellowships. 

An excellent example of an independent professional development programme aimed at early- and 
mid-career researchers is the Molecules to Medicine program, sponsored by the Victorian 
Government and open to all Victorian biomedical research organisations. 

5. Measurement of outcomes 

Any new metrics to measure (and reward) the commercialisation/translation of research should 
also capture non-traditional pathways of research translation. The translation of certain types of 
research (such as the uploading of an app to iTunes, a website resource, or open access software) 
may not require licensing of IP or even an industry partner to go to market. Some MRIs also have 
subsidiary companies that coordinate clinical trials or clinical genetics services and act as their 
‘internal industry partner’. We strongly recommend against the use of simplistic commercialisation 
measures such as the number of patent applications and families. 

Also, measurement of knowledge transfer and engagement with industry should be considered 
in the broader context of the many other pathways to research impact, including engagement 
with end users from other sectors. In many cases this engagement can still result in direct or indirect 
economic impacts, as well as other public good outcomes. Examples include translating research 
findings into improved guidelines for clinical practice, new methods to improve the cost-effectiveness 
of health services, and policy advice to government agencies or not-for-profit organisations (e.g. in 
emergency services, health policy, improved community service provision, etc.). In such cases, the 
level and breadth of impact (local, national, international adoption) should be considered in comparing 
metrics. 

Should measurements of impact/outcomes be implemented, we suggest consideration of the 
Measurement of Research Impact and Achievement (MORIA) framework, which was developed 
by a working group of the NHMRC several years ago as an analytic instrument in the peer review 
process, but was never implemented. Intended for the health and medical research space – but 

http://molecules2medicine.org/
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adaptable to other research areas – the MORIA framework looks at outputs (or ‘activity’), outcomes (or 
‘recognition’) and ‘impact’ of research across three domains: knowledge, health gain and economic 
benefits. Importantly, the framework uses a scoring system that translates information into a 
standardised numerical score to allow the comparison and aggregation of findings across the three 
measurements and the three domains. 

6. Capitalising on the Medical Research Future Fund (MRFF) 

AAMRI strongly supports a role for the MRFF in boosting the translation and application of 
health and medical research discoveries into new and improved medicines, devices, policies and 
practices that have a direct impact on health outcomes, drive behaviour change and create a more 
effective, productive health system.  

Beyond the suggested support for “collaboration between researchers and industry”, we suggest that 
the MRFF be used to drive both commercial and non-commercial translation and implementation of 
health and medical research findings. This would include improved funding for proof-of-concept 
research, clinical trials, implementation research, IP protection, commercialisation activities and seed 
funding (such as the ‘Translational Biotech Fund’ recommended in the Strategic Review of Health and 

Medical Research). The MRFF could also help embed research in health services (the ‘end users’ of 
findings from health and medical research), including through funding for health services research, 
health economics and health policy research.  

However, we urge caution in relying on the MRFF to boost the translation of health and medical 
research in the current Government strategy. It is not yet clear whether legislation for the MRFF 
will be passed in Parliament, nor what size the MRFF will be at full maturity. Further, even using 
current Treasury projections, the MRFF will not reach maturation until 2022-23, with only an additional 
$22 million in disbursements for health and medical research in 2015-16, increasing to $77 million in 
2016-17. 

7. National research priorities and targeted research effort 

AAMRI supports the Government’s industry innovation strategy of building capacity and driving private 
research investment in areas of competitive strength and national priority. The focus of the new 
Growth Centres on five priority industry sectors is a good example of this. This can work well as long 
as there is flexibility to incorporate emerging industries in the future, and there are other broad-based 
sources of funding that ensure that as a nation we capitalise on innovative ideas of high potential from 
other industry sectors (e.g. by ensuring that the Entrepreneur’s Infrastructure Programme is open to all 
industries, with funding based on merit). Excluding businesses from outside these five focus industry 
sectors from any source of funding to commercialise ideas could mean important discoveries and 
industries of the future go offshore where commercialisation and industry innovation is more broadly 
supported.  

We also support the allocation of a certain percentage of Government funding for research 
towards meeting identified national needs and opportunities, as suggested in the discussion 
paper. Good examples of this include the quarantining of a percentage of NHMRC funding for 
Indigenous research, and NHMRC Targeted Calls for Research (e.g. in mental health research, avian 
influenza, hendra virus). However, while it is important to identify and address gaps in research 
that mean national needs or opportunities are not being met, we recommend against all 
research having to fit under a national priority in order to be funded. To do so would either 
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eliminate funding for highly valuable research that does not meet a national priority, or would mean 
that the national research priorities would have to become so broad as to deem them useless.  

In the publicly-funded research sector, targeted research must be balanced with other applied 
research and cutting edge frontier research. It is simply not possible to know from which area of 
research the next biggest Australian innovation is going to come. Indeed, some of Australia’s most 
ground-breaking innovations have come from basic research that meets no obvious national need 
(e.g. Wi-Fi technology). It is essential to maintain some non- targeted research that is awarded purely 
based on merit. This allocation of some research funds based on national priorities/need and some 
based on merit is consistent with recommendations of the Strategic Review of Health and Medical 

Research. 
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AAMRI   /   Supplementary submission to the McKeon Review

The following submission is in response to a request from the McKeon Review Panel for ideas on how to increase the levels of 
commercially sponsored translation of Australian health and medical research. 

Partnership of researchers with commercial interests, including investors, venture capitalists and fund managers, as well as drug 
and device developers, is essential if patients are to benefit from the outcomes of health and medical research. In constructing 
this submission, AAMRI has therefore sought input from across the entire commercialisation ‘pipeline’. 

A round table discussion was held at the Baker IDI Heart and Diabetes Institute on Thursday 14 June 2012 to 
explore these issues. While this submission represents AAMRI’s interpretation of those discussions, all efforts have been 
made to represent and integrate the ideas and views of meeting participants.

Round table participants
> Anna-Maria Arabia, CEO, Science & Technology Australia

> Dr Julian Clark, Head, Business Development, Walter & Eliza Hall Institute of Medical Research

> Dr Nicole den Elzen, Executive Officer, Association of Australian Medical Research Institutes

> Dr Leigh Farrell, Vice President, Business Development, Biota Holdings Ltd

> Michelle Gallagher, CEO, BioMelbourne Network

> Britt Granath, Senior Policy Officer, Victor Chang Cardiac Research Institute

> Dr Daniel Grant, Head, External R&D Innovation (Australia, NZ & Singapore), Pfizer Australia

> Professor Garry Jennings AO, Director & CEO, Baker IDI Heart & Diabetes Institute

> Professor David Kaye, Head, Cardiology & Therapeutics Division, Baker IDI Heart & Diabetes Institute

> Lisa Keam, Chief Operating Officer, Mental Health Research Institute

> Dr Guy Krippner, General Manager, Commercialisation & Research Contracts, Baker IDI Heart & Diabetes Institute

> Dr Anna Lavelle, CEO, AusBiotech

> David Lloyd, Deputy Director & Chief Operating Officer, Baker IDI Heart & Diabetes Institute

> Greg Mullins, Head of Policy, Research Australia

> Dr Nick Pearce, Chief Operating Officer, Centenary Institute

> Geoff Rees, Director, JRT Partnership Pty Ltd

> Brigitte Smith, Managing Director, GBS Venture Partners
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The Association of Australian Medical Research Institutes (AAMRI) was formed in 1993 as the peak body 
representing Australia’s independent Medical Research Institutes (MRIs). All 42 member institutes are 
recognised leaders in health and medical research, and collectively account for over 8,000 staff and students 
and an annual research income of $700 million. 

MRIs are a key component of Australia’s health system. They undertake a broad spectrum of research, from 
fundamental biomedical discovery through to translational and clinical research, addressing practically every 
aspect of human health and disease. AAMRI member institutes are co-located with major hospitals and, as 
such, they provide an interface between research and clinical practice. AAMRI members are also affiliated with 
leading universities, who together provide a cohesive teaching and research training environment. 

The goals of AAMRI are to:

•	 represent	the	interests	of	MRIs	to	government,	industry,	and	the	public;

•	 coordinate	communication	between	MRIs,	and	improve	scientific	and	administrative	collaboration	amongst	
these	institutes	and	other	research	organisations;

•	 facilitate	the	creation	of	a	fiscal	and	regulatory	environment	that	will	ensure	the	efficient	conduct	of	research	
and	the	practical	application	of	that	research	by	AAMRI	members;	and	

•	 Ensure	that	government,	business	and	the	public	are	aware	of	the	contributions	that	medical	research	makes	
to improving human health, particularly through the activities of MRIs. 

About AAMRI
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Commercialisation of health and medical research refers to 
using commercial partnerships to develop drugs, devices and 
other products or services (herein referred to as ‘products’) 
that benefit patients. 

There are many stakeholders in the commercialisation 
of biomedical research and each will realise the value of 
commercialisation in a different way. The most obvious 
examples are the patients, who realise value as provision 
of	improved	medical	care;	and	the	companies	that	invest	in	
bringing new products to market, who realise value as a new 
revenue stream.

There is a common pathway through which biomedical 
research is commercialised, with four key phases: 
discovery, definition, development and marketing. It is 
generally acknowledged that the successful commercialisation 
of medical products takes longer than in other industries due 
to the extensive animal and human testing required to bring 
a medical product to market. This is often in the order of 10-
20 years. Accepting that a product concept is sound, useful 
and affordable, its successful commercialisation will require 
access to a suite of expertise, sufficient funding through 
the various phases of commercialisation, and the timely 
achievement of objectives. All things being equal, the cost of 
development increases with progress, while the risk-to-reward 
ratio for investors decreases.

Four phases of commercialisation
> Biomedical discovery is a direct outcome of the 

research that is undertaken by Australian universities, 
Medical Research Institutes (MRIs) and hospitals. 
Discoveries, and their sources of funding, may be public  
or commercially based.

> Product definition represents the point of departure 
from fundamental research to developing a concept 
for the purpose of defining a product that matches 
an unmet need. This stage demonstrates proof of a 
concept’s feasibility and potential – ‘proof of concept’. 
The product may be pulled out of research by patients 
and their clinicians specifying an unmet clinical need, or it 
may be pushed out by entrepreneurial investigators that 
have made fundamental progress in the understanding 
of human disease. It is early in product definition where 
the ‘valley of death’ in commercialisation – i.e. a lack 
of funding needed to transform results into commercial 
application – commences.

> Product development represents the evolution and 
maturation of a product with the primary objective of 
overcoming all of the barriers to that product reaching the 
end user. In the case of biomedical products, this includes 
clinical development, that is, trials of the product in 
patients to determine safety, utility and efficacy. The early 
stages of product development represent the other side of 
the ‘valley of death’.

> Approval, registration, manufacturing and marketing are 
end stage activities that deliver a product to the end user.

1. OVERVIEW: 
 WHAT IS COMMERCIALISATION?

Figure 1. Commercialisation pathway

Valley of death

Discovery Definition MarketingDevelopment
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Australia has a proven ability to produce world-class 
biomedical	research;	we	are	among	the	top	five	countries	
when measuring scientific articles produced per capita – well 
ahead of the UK and US – and produce 3% of the world’s 
medical research publications.1

However, Australia’s commercial translation of government-
funded research is poor by international standards. One 
simple measure of commercialisation success is triadic 
patents, being a patent registered for the same invention in 
the US, Europe and Japan. Australia ranks 20th in the OECD 
in terms of triadic patents per capita, and accounts for less 
than 0.8% of the world’s triadic patents.2 This represents 
thousands of potential inventions not capitalised on each 
year, and means as a nation we are losing out on returns on 
our investment in research in terms of attracting private and 
foreign investment for product development, profits from the 
sale of products, taxation revenue, and patient benefits.  

If the discovery phase of biomedical research is functioning 
effectively, then it is the definition, development and 
marketing phases of commercialisation that must 
be examined to identify where Australia’s failure in 
commercialisation is occurring.

Product definition 

Product definition is the transition from fundamental research 
to developing a concept for the purpose of defining a product 
that matches an unmet need. It is during this stage that a 
patent strategy will be devised and implemented, and patent 
prosecution will begin. At this stage, the product concept is 
still owned and managed by the investigator/innovator, but 
must have access to expertise that is product focussed,  
and to funding that is dedicated to refining and protecting  
a concept which is still a long way from providing a return  
on investment.

Factors that contribute to poor transition from 
discovery to product definition
> Investigators are punished by the Australian peer-reviewed 

competitive grant system for any activity that does not 
generate peer-reviewed publications. Publication remains 
the key performance indicator for current academic 
investigators, despite lip service paid to commercial criteria 
in grant processes.  

> There are very few commercially experienced health 
practitioners, and the Australian academic research culture 
does not sufficiently value or understand the process of 
commercialisation.

> Most universities, MRIs and hospitals lack access to the 
commercialisation expertise necessary to identify and 
transition products from discovery to definition, it being 
fragmented across organisations and under-resourced. 

> Funding for product definition does not fit within the scope 
of the National Health and Medical Research Council 
(NHMRC) Project Grant or the Australian Research 
Council (ARC) Discovery Grant schemes, and only very 
limited funding can be accessed through the sub-optimal 
NHMRC	Development	Grant	scheme	(see	Appendix);3 
universities (but not MRIs or hospitals) are able to access 
the ARC Linkage Grant scheme (see Appendix), but this is 
not open to medical research projects.

> The inherent high risk of failure involved in the product 
definition stage of commercialisation is a barrier to 
accessing commercial investment. Government funding  
at this stage is essential. Often opportunities are identified, 
but commercial development is abandoned due to the 
inability to find funding for the proof-of-concept and 
validation studies in the time period between filing the 
first provisional patent and the Patent Cooperation 
Treaty (PCT) patent. Addressing this funding gap was 
unanimously identified by those surveyed as key to 
improving the commercialisation of health and medical 
research in Australia. 

2. DIAGNOSIS: 
 AUSTRALIA’S FAILURE TO COMMERCIALISE  
 HEALTH AND MEDICAL RESEARCH

1. OECD (2010) OECD Science, Technology and Industry Outlook 2010,	OECD	Publishing,	Paris;	http://dx.doi.org/10.1787/sti_outlook-2010-en

2. Ibid.

3. In 2011, the NHMRC funded 16 Development Grants (from 97 applications, a success rate of 16.5%, the lowest of all NHMRC grant types) to a total of $7.5 million, representing 1% 
of NHMRC funding. This is in stark contrast to the ARC Linkage Projects scheme, which in 2012 awarded 336 grants to a total of $101 million, with an applicant success rate of 36.4%. 
[Sources:	www.arc.gov.au/ncgp/lp/LP12_rd2_selrpt.htm;	www.nhmrc.gov.au/_files_nhmrc/file/grants/funding/funded/2011_applications_round_funding_and_success_rate_statistics.xlsx]
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> There is also a major funding gap for intellectual property 
(IP) protection. The NHMRC and ARC both expressly 
forbid grant funds being used to cover patent costs, and 
while Commercialisation Australia funding supports patent 
applications (see Appendix), the time limits and funding 
rules for this scheme mean it is not appropriate for the long 
commercialisation periods necessary for medical products. 

> Often there is limited IP expertise within academic 
institution offices responsible for commercialisation. There 
is also the problem of researchers needing to publish and 
present work for career progression at too early a stage 
in the patenting process. The timing of provisional and 
PCT phases of the patenting cycle mean that without 
prompt and diligent project management, investigators 
and their research institutions will be entering national 
phase prosecutions well before any meaningful product 
development has occurred, resulting in commercial support 
for these patenting costs being difficult to obtain, and 
patents being abandoned. For example, many MRIs and 
universities will not progress to national phase entry if there 
is not a licensing partner who will at least cover future IP 
costs. Without patent protection, the product development 
phase of commercialisation never commences.

Product development

Product development is the long journey from product 
definition to marketing. For a new drug, this will require 
the optimisation and selection of a drug candidate that 
will be tested in animals and then in multiple clinical trials, 
supported by appropriate developments in manufacturing 
and in regulatory dialogue with government agencies. In the 
commercial development of any medical product, there will be 
a ‘tipping point’ at which the data in support of the product’s 
value proposition are sufficiently compelling to warrant 
investment of capital. This represents a partnership	event;	
mechanisms for investment include collaboration with industry, 
licensing of IP, or creation of a spin off company. 

Factors that contribute to failure of 
commercialisation during product  
development
> Australia has very few researchers and clinicians who 

have first-hand experience of working in organisations 
that have successfully commercialised a product 
through product development and beyond. The relevant 
experience available in the commercialisation arms of 
MRIs, universities and hospitals is typically fragmented and 
under-resourced.

> Australia has a relatively small population that can support 
only a limited number of product development activities.

> Commercialisation Australia is a primary source of Federal 
Government funding for commercial product development 
(see Appendix). However, its restrictive timelines for grant 
outcomes are not appropriate for the longer timescales 
inherent in the development of medical products. This 
program also doesn’t fund research, such as clinical trials 
to determine product safety, utility and efficacy, necessary 
for the commercialisation of medical products. The now 
defunct Commercial Ready scheme (see Appendix) 
provided a much more accessible competitive source of 
funding for biomedical product development. The NHMRC 
Project Grants scheme only funds a very limited number of 
clinical trials.

 Consequently, there is limited funding to specifically assist 
publicly funded organisations in the clinical development 
of their biomedical research. For private companies, tax 
offsets through the recently reformed R&D Tax Incentive 
(see Appendix) are the only mechanism of support for 
clinical development of biomedical research.

> There is an inherent product risk attached to human 
biomedical research, which acts as a barrier to investment 
in early stage product development.

> Venture capital in Australia is limited because the IP that 
should form the basis of its investment generally remains 
under-developed and under-funded in the early stages. 
There is a clear lack of a large venture capital industry 
to provide the necessary multi-million dollar investment 
required to bring biomedical products through the 
development process to the well accepted ‘tipping point’, 
being demonstrated efficacy in a phase 2 clinical study. The 
Federal Government’s Industry Innovation Fund (IIF) (see 
Appendix) has addressed in part the venture capital funding 
gap, but there is no commitment to continue this program 
beyond the current tranche, concluding on 2 July 2012. 



4

AAMRI   /   Supplementary submission to the McKeon Review

Marketing

Once a product has been developed and demonstrated 
to be safe and effective through a clinical development 
program, it will receive approval for marketing within a 
particular jurisdiction. From that point on, the product must 
be manufactured, a market for the product must be built, 
and distribution to customers must be achieved. There are 
select examples where local Australian companies have 
marketed a device or diagnostic product, and we have 
several long-established manufacturers of generic drug 
products. Nonetheless, the scale of investment required to 
bring a new therapeutic to market exceeds the capacity of 
the local economy and such products will typically require an 
international partnership to facilitate the marketing phase.  

The government’s role in 
commercialisation

AAMRI sees the Federal Government having a clear 
role in addressing Australia’s failure to commercialise 
health and medical research by:

> closing the existing funding gaps between 
academically-motivated discovery research on one 
side of the commercialisation continuum, and investor 
interest in commercially-relevant IP on the other;

> providing a regulatory environment that encourages 
commercial investment in health and medical 
research; and

> ensuring innovation policy and funding programs 
drive re-alignment between the commercial and 
academic paradigms of decision making and 
professional recognition.

“ aamri sees the feDeral gOvernment 
having a clear rOle in aDDressing 
australia’s failure tO cOmmercialise 
health anD meDical research.“

“ as a natiOn we are lOsing Out 
On returns On Our investment 
in research.”

Florey neuroscientists at work in the new Melbourne Brain Centre in Parkville
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In our consultations with the sector, AAMRI identified seven 
themes clearly resonating as characteristic of an effective 
biomedical commercialisation system. 

Build on the success of our most 
effective commercialising institutions 

A strong commercialisation system would build on and 
emulate our successful organisations (e.g. Uniseed, UniQuest 
and the Medical Research Commercialisation Fund), and 
would ensure that this success continues to be rewarded.  
We must be wary of creating new organisations or models 
where existing approaches are working and can be enhanced 
or extended.

Enable a local venture capital industry 
and capital market funding

AAMRI believes it is unlikely that international venture 
capital companies will establish permanent operations in 
Australia due to the high throughput in their local markets 
and Australia’s relatively small size. However, we know from 
experience that international venture capitalists will visit 
Australia and review potential investments more regularly if a 
strong local venture capital industry exists which is active in 
triaging high quality investments and professionally presenting 
funding and co-investment opportunities.

To support and expand the local venture capital base, it is 
important to have access to local funding from a range of 
sources, including philanthropy, charities, the superannuation 
industry, and capital markets such as the Australian Securities 
Exchange (ASX).

Align academic culture with commercial 
objectives and insights 

Commercial value realisation should be recognised as a 
priority outcome of the research endeavour and therefore as 
a key measure of organisational and individual success. In an 
effective commercialisation system, the academic research 
environment would:

> facilitate research commercialisation by providing 
researchers with the necessary commercialisation know-
how,	experience,	and	resources/assistance;

> measure commercialisation success through appropriate 
key	performance	indicators	(KPIs);	and

> reward commercialisation success by embedding 
commercialisation KPIs in the peer review process for all 
grants and fellowships.

Target government interventions 
to high impact points of identified 
commercialisation failure 

AAMRI recognises that government financial support is at a 
premium and that the community through its governments 
already invests substantial funds in health and medical 
research. Nonetheless, new investment will be required to 
leverage the government’s existing investment in the early 
stages of research.

Government financial support should be targeted to de-risk 
key areas of market failure in the product commercialisation 
pathway. This will improve the rate and quality of the 
commercialisation ‘deal flow’ rather than picking particular 
winners. It is essential that the greatest flexibility possible be 
incorporated into government programs. 

Provide an internationally competitive 
regulatory and policy framework 

Governments have the key responsibility for lowering and 
removing regulatory and policy barriers to investment in the 
commercialisation of health and medical research. 

3. DEFINING SUCCESS: 
 AN EFFECTIVE COMMERCIALISATION SYSTEM 
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Consolidate and develop 
commercialisation skills and experience 

It is widely recognised that commercialisation skills in  
Australia are thinly spread and fragmented across the  
39 universities, 42 MRIs and over 100 hospitals where 
potentially commercialisable research is being performed. 
There is also a significant shortage of experienced executives 
capable of shepherding early stage companies through  
clinical development and capital raising.

Encouraging the aggregation of the necessary scale and 
expertise that is required to bring products through from the 
laboratory to commercial product and to attract business 
and venture capital (who would much rather deal with few 
large firms than individual institutions) is a national priority. 
Attracting qualified people from industry in the short term 
and growing our own expertise in the various areas of 
commercialisation will also be important.

Provide seamless knowledge and 
communication flow between business, 
clinicians, funders and scientists 

In our consultations, there was an emphasis on the need 
for demand pull of new products from health and medical 
research, expressed as unmet need by the patient/
clinician and by the commercial sector (represented by 
the pharmaceutical industry and venture capital investors). 
Clinician-investigators provide a critical interface for this 
demand pull as they solve the problems of the patient with 
solutions provided by the market. 

Given Australia’s relatively small market place and the ongoing 
market failure of small biotech companies, there is an 
increased importance of research-industry collaborations and 
licencing with existing companies as an alternative route to 
spin off companies and venture capital investment to achieve 
commercial translation. Australian research currently has a 
poor record with regard to collaboration with industry, and 
there is untapped potential in forming links with Australia’s 
biotech success stories (e.g. Biota, CSL, Pfizer) as a route to 
market. These companies are also more likely to invest at an 
earlier stage of product development than venture capitalists.  ©
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“ cOmmercial value realisatiOn shOulD be 
recOgniseD as a priOrity OutcOme Of the research 
enDeavOur anD therefOre as a key measure  
Of OrganisatiOnal anD inDiviDual success.”
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Initiative 1. Create academic health 
precinct-based proof-of-concept funding

The challenge
An early step in the product definition stage of 
commercialisation is building compelling proof-of-concept 
data for the commercial translation of an idea or discovery. 
Often what is required is a pivotal demonstration of the 
product concept in a well accepted animal model. This robust 
demonstration of product performance is known as a ‘killer 
experiment’. An important feature of this proof-of-concept 
phase is that up to 80% of tested products will be deemed 
commercially unviable. This ‘fail early, fail cheap’ represents 
an important triage that serves to significantly reduce the risk 
of subsequent commercialisation stages.

Experimental demonstration of proof of concept and ensuing 
IP protection goes beyond the scope of NHMRC Project 
Grants, and most MRIs and universities cannot afford to 
commit internal funds to this. While NHMRC Development 
Grants support proof-of-concept research, this funding is 
seen to be too small, too prescriptive and inefficient. The 
result is that most medical research organisations are unable 
to adequately test the commercial viability of their work and 
protect potentially valuable IP. 

The solution 
AAMRI recommends that pre-commercial proof-
of-concept funds, supported by consolidated 
commercialisation expertise (Initiative 2), be 
established on (up to ten) health-research precincts 
around Australia. These funds should fill the current 
funding gap for demonstrating proof of concept and 
protecting IP. 

This funding could potentially form part of the ‘Iconic 
Research Grants’ initiative recommended in AAMRI’s original 
submission to the McKeon Review, which would provide 
competitive grants to a limited number of high-performing 
campuses and organisations of scale to undertake blue 
sky and strategic research. It could be a condition that 
a proportion of Iconic Research Grants be used towards 
precinct-level proof-of-concept funds.

Hospitals, universities and MRIs already work closely together 
in a range of pre-existing precincts and emerging Academic 
Health Science Centres (AHSCs). These precincts bring 
together the laboratory research where discoveries first 
appear and the clinical environment in which the commercial 
potential of this research can be explored (with clinical 
advice) and tested (through access to patient data and 
biological samples, and ultimately through clinical trials). 
Building commercialisation capability into these iconic 
precincts will capitalise on pre-existing links and engender 
further collaboration between their components (hospitals, 
universities and MRIs) and the commercial sector. Allowing 
proof-of-concept funding decisions to be made at the local 
precinct level maximises flexibility, facilitates consistency 
in the decision-making process, and capitalises on the 
knowledge that precinct commercialisation arms have of the 
objectives and expertise within the precinct.

This initiative will bring more research discoveries to the point 
of commercial testing. In the case of licensing agreements, 
completion of proof-of-concept experiments and IP 
development can bring a product to the ‘tipping point’ at 
which industry is interested in coming on board.

4. Recommendations: 
 how to achieve success

Walter and Eliza Hall Institute Business 
Development Catalyst Fund 

Recognising the lack of proof-of-concept funding, the 
Walter and Eliza Hall Institute (WEHI) has established 
a ‘killer experiment’ fund, which provides important 
but limited support to scientific discoveries that are 
judged as having commercial potential. The decisions 
on which projects should be supported, and what 
data are necessary to show proof of concept, are 
made by an expert product development panel within 
the WEHI, comprising commercialisation, clinical and 
scientific skills. The experience with this fund is that 
not only has it produced more commercially viable, 
investible projects, but as a consequence of this 
greater investment, it has resulted in greater levels of 
published academic output.
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Initiative 2. Build a small number 
of centres with critical mass in 
commercialisation expertise

The challenge
It is widely recognised that commercialisation skills in 
Australia are thinly spread across the 39 universities, 42 MRIs 
and over 100 hospitals where potentially commercialisable 
research is performed. Many of those employed in the field 
lack the necessary specialist capabilities, experience and 
resources needed to identify projects, capture and manage 
IP, help bring products through development (including 
clinical development), develop investment proposals and 
present them to potential investors, and manage engagement 
with commercial sponsors. Some research organisations, 
and importantly most hospitals, do not have a single 
full-time person dedicated to the many faceted task of 
commercialisation. Even large universities may have only  
7-8 individuals working across the whole campus and its 
broad range of scientific fields.

The solution
AAMRI recommends bringing together the many sub-
critical groups of commercialisation expertise in MRIs, 
hospitals and universities across Australia into larger, 
more viable commercialisation arms. 

These centralised commercialisation hubs would ideally 
be linked to the precinct-based proof-of-concept funds of 
Initiative 1, and would provide critical mass in IP management, 
product development expertise, development of investment 
proposals, and management of engagement with investors. 
Precinct teams should be formed with a clear mandate to 
coordinate, integrate and look for synergies, while respecting 
organisation sovereignty. This would be the central part of 
a hub-and-spoke model, where a single person or small 
team of commercialisation professionals remains embedded 
in research organisations to identify potential products, 
shepherd researchers and bring about cultural change. This 
would ensure that the rapport and intimate knowledge of 
an organisation’s expertise and objectives, fundamental to 
this earlier stage of commercialisation, are maintained. This 
initiative could be encouraged across the sector through the 
temporary application of subsidies in return for contributing 
existing commercialisation resources and people to the jointly 
managed ‘pool’. 

By achieving a critical mass of specialist product development 
expertise, product commercialisation can be more effectively 
de-risked, and portfolios of well-resourced and thoughtfully 
packaged opportunities will enhance the likelihood of 
successful commercialisation.

UniQuest

The benefits of achieving critical mass in 
commercialisation expertise are best exemplified 
by UniQuest. Established in 1984 as the main 
commercialisation arm of The University of 
Queensland, UniQuest has since developed 
commercialisation agreements and partnerships 
with	the	Mater	Medical	Research	Institute;	University	
of	Wollongong;	University	of	Technology,	Sydney;	
James	Cook	University;	University	of	Tasmania;	and	
Queensland Health. 

UniQuest has assembled a large and experienced 
commercialisation team of more than 80 staff, 
with team members also embedded in each 
partner institution to help identify commercialisation 
opportunities and to develop an entrepreneurial culture 
among researchers. It has achieved a much higher 
success rate of commercialisation of biomedical 
research than its counterparts in other institutions, 
with group revenues in the past five years exceeding 
$320 million. We attribute this in large measure to 
critical mass.

[Source:	www.uniquest.com.au/]	

“ allOwing prOOf-Of-cOncept funDing 
DecisiOns tO be maDe at the lOcal 
precinct level maximises flexibility, 
facilitates cOnsistency in the  
DecisiOn-making prOcess, anD 
capitalises On the knOwleDge that 
precinct cOmmercialisatiOn arms  
have Of the Objectives anD expertise 
within the precinct.”

“ builDing cOmmercialisatiOn capability 
intO these icOnic precincts will 
capitalise On pre-existing links anD 
engenDer further cOllabOratiOn.”
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Initiative 3. Expand specialist seed funds

The challenge
Once a potential product has passed through the proof-
of-concept stage, seed funding (i.e. early stage venture 
capital at the speculative end of the investment spectrum) is 
required. This funding, which must be guided by specialist 
biomedical commercialisation expertise, has the potential to 
attract later stage venture capital funding should it result in 
promising progress in product development.  

In combination, the proof-of-concept fund (Initiative 1) and 
the integration of commercialisation expertise (Initiative 2) 
are anticipated to increase the flow of de-risked biomedical 
investment prospects from MRIs, hospitals and universities. 
The already inadequate seed funding in Australia will not be 
sufficient to meet this expanded demand.  

The solution
AAMRI recommends that a further two seed funds 
be created, based on the models established by the 
Medical Research Commercialisation Fund (MRCF) and 
Uniseed (see below). 

The MRCF seed fund should also receive continued state 
government support. 

The role of the Federal Government would be to subsidise the 
administration costs of managing such seed funds with a view 
to enhancing their attractiveness as an investment, including 
for the superannuation industry, which is a large, mostly-

untapped potential source of venture capital funding for 
health and medical research commercialisation. The creation 
of additional seed funds is recommended over expanding 
the pre-existing Uniseed and MRCF funds, which would 
potentially make them unwieldy.

In our consultations with the commercial interests around 
the Australian health and medical research sector, AAMRI 
found that the existing seed funding mechanisms of the 
MRCF for MRIs, and the Uniseed joint venture between 
the Universities of Melbourne, Queensland and New South 
Wales, were generally thought to be effective. The benefit of 
these entities has been the aggregation of expertise in the 
analysis and creation of investable projects, and the creation 
of enough deals sourced from a reasonably large ‘catchment’ 
of research to raise the interest of the superannuation 
industry and other potential investors in biotech as an asset 
class. Attracting the interest of the superannuation industry 
is key to the sector’s future success, and superannuation 
funds and other investors are much more likely to engage 
with experienced seed funding organisations representing 
research catchments of substantial size and range. Another 
significant reason for the success of both funds in attracting 
outside investment is the fact that state governments (in the 
case of the MRCF) or the universities themselves (in the case 
of Uniseed) cover the administration costs of the funds.

AAMRI’s view is that in time this initiative will produce a 
sufficient flow of investment opportunities to attract Australian 
and international venture capital back to Australian biotech.

The Medical Research Commercialisation Fund (MRCF)  

The MRCF is a seed fund that supports the development and commercialisation of early-stage medical technologies. 
Established in 2007 through a collaboration between several Australian MRIs, Statewide Super and Westscheme (now 
part of AustralianSuper), and support from several state governments, the MRCF invests exclusively in opportunities from 
its member institutes. It provides $200,000 to $2 million for any one project, investing up to $1 million on its own, and 
reserving the second million dollars for further rounds of investment made alongside co-investors. It also provides financial 
and strategic management assistance. MCRF is managed by Brandon Capital Partners, a life science fund manager, and 
each member institute nominates a representative to the Investment Review Committee (IRC). The MRCF has received 
$30 million in funding from superannuation funds, and $20 million from the Federal Government’s IIF program. 

[Source:	www.mrcf.com.au/]

Uniseed  

Uniseed is a $60 million venture fund established in 2000 and operating at the Universities of Melbourne, Queensland 
and New South Wales, with investment capital provided by the three universities and AustralianSuper. It exclusively 
facilitates the commercialisation of IP generated by the three partner universities. The fund operates in close 
partnership with the universities’ commercialisation arms, which in turn provide a best-practice commercialisation 
service	tailored	to	their	respective	universities;	staff	of	these	commercialisation	arms	also	make	up	the	majority	
of Uniseed’s Investment Committee. Success is measured by a balance of return on investment (including the 
flow of funds for research to further the commercialisation of IP generated by the universities), the establishment 
of viable start-up companies, the generation of research income for partner universities, and the improvement of 
university commercialisation processes. AustralianSuper is given the opportunity to participate directly in the follow-on 
investment opportunities available in the Uniseed portfolio companies. 

[Source:	www.uniseed.com/index.htm]
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“ by achieving a critical 
mass Of specialist prODuct 
DevelOpment expertise, prODuct 
cOmmercialisatiOn can be 
mOre effectively De-riskeD, anD 
pOrtfOliOs Of well-resOurceD 
anD thOughtfully packageD 
OppOrtunities will enhance 
the likelihOOD Of successful 
cOmmercialisatiOn.”

“ attracting the interest Of the 
superannuatiOn inDustry is key tO 
the sectOr’s future success, anD 
superannuatiOn funDs anD Other 
investOrs are much mOre likely tO 
engage with experienceD seeD  
funDing OrganisatiOns representing 
research catchments Of substantial 
size anD range.”
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Initiative 4. Align academic  
research culture with commercial 
values and insights

The challenge
Many researchers in Australia will finish their careers with 
limited knowledge of the commercialisation process and 
having had no contact at all with the commercial world.

Involvement in the commercialisation of research is neither 
encouraged nor supported in the professional recognition and 
advancement processes within which academic researchers 
work. While lip service is paid to commercial engagement in 
some grant and fellowship criteria, the academic peer review 
system has no agreed metrics with which to weigh up and 
evaluate one scientist’s publication success with another’s 
commercial success (e.g. patents granted, commercial 
revenue raised, etc.). Academic promotion and the award of 
grant or fellowship funding are almost exclusively based on 
publication record and related traditional academic metrics. 
Consequently, spending time away from competitive grant-
funded research in a commercial organisation can be fatal to 
a researcher’s future development if she or he returns to an 
academic institution. 

There is also a limited opportunity for professional linkages 
between the academic and commercial sectors, so the 
cultures remain separate. In 2011, the NHMRC awarded 
just four Industry Career Development Fellowships (allowing 
researchers to spend 1-2 years in an industry placement), 
and no equivalent schemes exist for early career researchers 
or PhD students (see Appendix). This is in stark contrast to 
several other countries, where all PhD candidates spend time 
in a commercial laboratory.

The solution
AAMRI recommends that appropriate metrics of 
commercialisation success be included in all NHMRC 
grant and fellowship schemes and that these be 
weighted in congruence with traditional academic 
metrics and be acted on by including commercial 
experience in all grant and fellowship panels. 

AAMRI also recommends that universities, MRIs and 
hospitals be required to include a commercialisation 
component in their PhD programs. Professional 
development programs for early post-doctoral 
researchers should also be encouraged or subsidised. 

For example, the Institute for Molecular Bioscience 
(IMB) at The University of Queensland runs a mandatory 
commercialisation boot camp for all PhD students, and the 
WEHI runs a highly successful Business Development Intern 
Program for early career researchers. Such internships are 
common in the US and Europe. There is also scope for state 
and federal governments to fund internships, industry-based 
travel scholarships and fellowships that allow researchers to 
gain valuable commercial experience and, conversely, allow 
business leaders to work in a research environment. 

Initiative 5. Optimise the regulatory 
environment and existing government 
support programs

The challenge
The Federal Government has an important role to play in 
removing unnecessary regulatory barriers to commercial 
translation and creating a favourable tax environment for 
investment in research and its commercialisation. Recent 
modifications to the R&D Tax Incentive scheme (see 
Appendix) were an important step forward in this regard 
for small and medium businesses. However, there are 
several inefficiencies and regulatory burdens reducing the 
attractiveness of Australian health and medical research 
as a commercial investment opportunity. Examples include 
the inefficient and un-harmonised human ethics approval 
processes for multi-site clinical trials, resulting in delays 
of up to a year and reducing Australia’s international 
competitiveness in clinical trials. Liability insurance levels 
required for clinical trials are also not nationally harmonised 
and are above internationally accepted levels. 

Government support programs for commercialisation 
should also avoid being restrictive, and should target high 
impact points of identified commercialisation failure, thus 
supporting biomedical commercialisation to the point at which 
commercial partnership can be achieved. Some successful 
government programs of support for commercialisation of 
biomedical research have been discontinued in recent years 
and replaced with more restrictive, less useful programs. The 
Federal Government’s IIF program has also not received a 
commitment beyond July 2012 (see Appendix). This lack of 
continuity introduces an element of uncertainty for investors  
in an already risky endeavour. 

The solution 
AAMRI recommends that the Federal Government 
remove unnecessary regulatory barriers to commercial 
translation. As a first step, the recommendations of 
the 2011 Clinical Trials Action Group’s report, Clinically 
Competitive: Boosting the Business of Clinical Trials 
in Australia, should be implemented, including the 
recommendation to introduce a harmonised system of  
ethical review and a national committee overseeing human 
ethics reviews.

Other areas for consideration include lowering liability 
insurance for clinical trials to internationally accepted 
levels, and preferential tax treatments to encourage 
commercialisation. Examples of the latter include in the UK, 
where academic inventors can receive shares in a start-up 
company without crystallising a tax liability until they sell the 
shares (at which point they have the money to pay the tax), 
or in Singapore, where re-investing the profit from a biotech 
venture into another biotech venture prevents the requirement 
to pay tax on the profit.
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AAMRI recommends that existing government 
commercialisation support programs (see Appendix) 
be reviewed for their success in meeting biomedical 
commercialisation market failures and their 
flexibility (e.g. applicability to medical research 
commercialisation timelines, allowing grant funds  
to be used for IP protection, not restricting the  
source of the IP for a grant application), and where 
necessary, be re-configured. 

> NHMRC Development Grants: AAMRI recommends 
that NHMRC Development Grants be reviewed and 
overhauled. Development Grants are generally (although 
not unanimously) seen by those surveyed as too small, too 
prescriptive and inefficient. They are relevant for some small, 
relatively straightforward medical devices and diagnostic 
products, but not the full range of biomedical products. 

> ARC Linkage Projects: AAMRI recommends that 
the ARC Linkage Projects scheme be opened to 
medical research, including that conducted in 
hospitals and MRIs, or that an equivalent program 
be created for health and medical research. The ARC 
Linkage Projects scheme supports collaborative research 
projects and fellowships between university researchers 
and industry (or another partner organisation from outside 
the university sector). This program is considered highly 
valuable by those surveyed, building linkages between 
researchers and industry. However, currently the program 
is not open to medical research, or to hospitals and MRIs, 
and no equivalent program exists within the NHMRC. 
Based on the success of the ARC Linkage Projects 
scheme, an equivalent NHMRC program should be able to 
leverage more than $2 (cash and in-kind) for every dollar 
funded by the NHMRC.4

> Commercialisation Australia: AAMRI considers a 
review of Commercialisation Australia to improve 
its relevance to the commercialisation of health 
and medical research a matter of urgency. Despite 
medical research being one of Australia’s biggest research 
strengths, this program is unresponsive to the timescales 
and needs of medical research commercialisation (other 
than for some medical devices with shorter lead times), 
focussed as it is on shorter timelines more appropriate 
to IT and engineering projects. This fund also does not 
support clinical trials or proof-of-concept experiments 
crucial to the commercialisation of medical research.

> Commercial Ready: AAMRI recommends that 
Commercial Ready be re-introduced or that 
Commercialisation Australia be re-configured 
to capture the objectives of this earlier, more 
flexible funding scheme. The discontinuation of 
Commercial Ready was a significant step backwards 
for	commercialisation	in	Australia;	the	scheme	not	
only brought many early stage technologies that would 
otherwise not have been developed to the point of seed 
funding, but it also provided grant-supported professional 
support to academic researchers interested in a 
commercial outlet for their ideas.  

> IIF program: AAMRI recommends that the Federal 
Government commit to further rounds of the IIF 
program. This program is an important source of venture 
capital funding, but is due to have its final tranche on 2 
July 2012. There is a legitimate role for government in 
venture capital because the Australian venture capital 
market is immature and has a poor record of returns. 

Outcomes of Initiatives 1-5

Initiatives 1-3 will create an environment where more 
government-funded research finds its way out of the 
laboratory and into a world in which its potential for direct 
patient impact is tested and protected (by the proof-of-
concept	fund);	and	where	products	with	potential	result	
in licensing agreements or attract early stage venture 
funding (through greater levels of seed funding) and are 
prepared professionally for full scale venture investment (by 
integrated pools of commercialisation expertise). Initiative 4 
will make it more likely that researchers will be encouraged 
to commercialise research outcomes, by providing an 
environment in which commercialisation is respected and 
rewarded;	and	Initiative	5	will	recalibrate	the	existing	suite	of	
Federal Government initiatives supporting commercialisation, 
ensuring government input is focussed directly on areas of 
identified market failure.

4.	Based	on	outcomes	of	the	latest	round	of	ARC	Linkage	Grants,	www.arc.gov.au/ncgp/lp/LP12_rd2_selrpt.htm.

“ the feDeral gOvernment has an 
impOrtant rOle tO play in remOving 
unnecessary regulatOry barriers tO 
cOmmercial translatiOn.”

“ gOvernment suppOrt prOgrams fOr 
cOmmercialisatiOn shOulD alsO avOiD being 
restrictive, anD shOulD target high impact  
pOints Of iDentifieD cOmmercialisatiOn failure.”
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ARC Linkage Projects scheme (not 
open to medical research projects) 

This scheme supports collaborative research projects between 
university researchers and industry (or another partner 
organisation from outside the university sector). The partner 
organisation must make a cash and/or in-kind contribution 
equal to or greater than the ARC contribution. This scheme 
also provides opportunities for post-graduate and post-
doctoral researchers to engage in industry-oriented research. 
The ARC Linkage Projects scheme is open to universities, 
but not MRIs or hospitals, and cannot be used to support 
medical research projects. In 2012, the scheme had a 36.4% 
applicant success rate, funding 336 projects to a total of 
$101 million. Every dollar contributed by the ARC leveraged 
over $2 (cash and in-kind) from partner organisations. 

[Source:	www.arc.gov.au/ncgp/lp/lp_default.htm]

Commercialisation Australia 

Commercialisation Australia offers competitive funding 
and resources to accelerate the business building process 
for Australian companies, entrepreneurs, researchers and 
inventors. It includes funding for:

> Skills and Knowledge: Funding of up to $50,000  
for a maximum of 1 year to access specialist advice  
and services for business planning, commercialisation  
(e.g. market strategies, market research),  
IP management, capital raising (e.g. investment  
proposals and pitches), and partnership linkages.

> Experienced Executives: Funding of up to $350,000  
for a maximum of 2 years to engage a CEO or other 
senior	executive;	participants	are	required	to	match	grant	
funding 1:1.

> Proof of Concept: Funding of $50,000 to $250,000 for 
a maximum of 1 year to prove the commercial viability of 
new	IP;	participants	are	required	to	match	grant	funding	
1:1;	grants	are	to	fund	the	steps	necessary	to	establish	
the commercial viability of a new product, process or 
service, but not research (e.g. demonstration experiments 
or	clinical	trials);	eligible	expenditure	includes	labour,	
contracting, plant, prototyping and IP protection. 

> Early Stage Commercialisation: Funding of $50,000 
to $2 million for a maximum of 2 years to take a new 
product,	service	or	process	to	market;	participants	are	
required	to	match	grant	funding	1:1;	open	to	Australian	
companies with less than a $50 million annual turnover or 
entrepreneurs who will form a company if their application 
is	successful;	eligible	expenditure	includes	labour,	
contracting, plant, prototyping and IP protection.

All successful applicants are assigned a case manager 
to assist them through the commercialisation process, and 
are linked to mentors (including entrepreneurs, technology/
domain/industry sector experts, and professional investors) 
who share their skills and experience. 

[Source: www.commercialisationaustralia.gov.au/Pages/
Home.aspx]

Commercial Ready (2004-2008) 

Commercial Ready was an AusIndustry program that 
aimed to encourage the innovation of Australian small and 
medium enterprises by increasing their level of research 
and development (R&D), proof of concept, and early-stage 
commercialisation. It also aimed to foster collaboration and 
cooperation between businesses and researchers. Eligible 
projects had to aim to produce, commercialise or establish 
the commercial or technical viability of a new product, process 
or service, and companies could apply for funding for any or 
all aspects of the development of a new product, process or 
service, including R&D, proof of concept, and early-stage 
commercialisation up to a stage at which it could be brought 
to market. Small and medium enterprises were able to claim 
50% of project costs up to $5 million for up to 3 years.

[Source: www.ausbiotech.org/data/downloads/Commercial 
Ready	-	fact	sheet.pdf]

appendix: 
 GOVERNMENT INITIATIVES SUPPORTING HEALTH  
 & MEDICAL RESEARCH COMMERCIALISATION
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Innovation Investment Fund (IIF)

IIF is a venture capital program that supports new innovation 
funds and fund managers with expertise in early-stage 
venture capital investing. It co-invests with private sector 
investors in venture capital funds to develop early-stage 
companies to commercialise the outcomes of Australian 
research. The Federal Government has supported venture 
capital through the IIF program since 1998. The program has 
licensed 16 fund managers and supported more than 100 
new companies. The final tranche of up to $100 million in 
funding closes on 2 July 2012, with no indication of further 
funding rounds. 

[Source: www.ausindustry.gov.au/programs/venture-capital/
iif/Pages/default.aspx]

NHMRC Development Grants 

This scheme provides funding for 1-3 years to support 
individual researchers, research teams, or a health and 
medical research company in partnership with researchers to 
undertake research at the early proof-of-principle or pre-seed 
stage. The scheme supports the commercial development 
of a product, process, procedure or service that, if applied, 
would result in improved health care, disease prevention or 
provide health cost savings. Applicants are encouraged to 
source a funding partner for the proposed research, but this is 
not essential. In 2011, the NHMRC funded 16 Development 
Grants (from 97 applications, a success rate of 16.5%, the 
lowest	of	all	NHMRC	grant	types)	to	a	total	of	$7.5	million;	
this represented 1% of NHMRC funding. 

[Source: www.nhmrc.gov.au/grants/apply-funding/
development-grants]

NHMRC Industry Career  
Development Fellowships 

These fellowships support researchers to spend 1- 2 years of 
their award research time in an industry placement (in Australia 
or overseas), followed by the residual proportion at a research 
institution in Australia. The industry placement need not be 
taken over a single continuous period. In 2011, the NHMRC 
awarded four Industry Career Development Fellowships.

[Source: www.nhmrc.gov.au/grants/types-funding/-z-list-
funding-types/career-development-fellowships]

R&D Tax Incentive 

The recently overhauled R&D Tax Incentive provides a 
targeted tax offset designed to encourage more companies  
to engage in R&D in Australia. It has two core components:

> a 45% refundable tax offset to eligible entities with an 
aggregated	turnover	of	less	than	$20	million	per	annum;	and

> a non-refundable 40% tax offset to all other eligible 
entities.

Small and medium enterprises will be major beneficiaries 
under the new tax incentive scheme, as they are eligible 
for a cash refund for their R&D. If the tax credit reduces a 
company’s income tax liability to zero, any unused refundable 
tax offset amount can be applied to reduce other tax liabilities, 
and any residual unused amount can be refunded on a 
quarterly basis as cash to the company.

The non-refundable tax offset for larger entities can be 
carried forward should a company’s income tax liability for  
a particular year be zero.

[Source: www.ausindustry.gov.au/programs/innovation-rd/
RD-TaxIncentive/Pages/default.aspx]



15

AAMRI   /   Supplementary submission to the McKeon Review

“ given australia’s relatively small market place 
anD OngOing market failure Of small biOtech 
cOmpanies, there is an increaseD impOrtance Of 
research-inDustry cOllabOratiOns anD licensing 
with existing cOmpanies as an alternative 
rOute tO spin Off cOmpanies anD venture capital 
investment tO achieve cOmmercial translatiOn.”
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