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Foreword
Peter Roberts

As Australians, we think we are pretty innovative. At the beginning of
the twentieth century we celebrated great local inventions such as the
combine harvester and the stump jump plough; at school, we watched
grainy slide shows from the CSIRO detailing the miracle of cactob-
lastis and how it rid the country of prickly pear; by the turn
of the twenty-first century we were terribly proud of technology
businesses such as Cochlear and ResMed. Unfortunately, these are
the things of national myth.

The figures certainly don’t support the idea that we are any sort
of standout in innovation performance. First, in terms of inputs, our
business expenditure on R&D, so called BERD, lags the world. It is the
equivalent of 1.04 per cent of GDP. This is a little more than half
the average level among OECD nations, and a third the level of the
leading R&D nation, Sweden. Even Icelandic business spends at about
twice the rate of Australia. BERD is not the only measure of innova-
tion inputs, but it is still the best measure of research that leads to the
creation of high-value goods and services, that leads to the employ-
ment of highly qualified engineers and scientists, and that supports
businesses that can export or operate in overseas markets.

A second indicator of innovation is new high-technology com-
pany formation through venture capital. Overall our venture capital
sector is the equivalent of 0.1 per cent of GDP. This is a third of the



average level among OECD nations and a quarter of the level of the
leading venture capital nation, the United States. And, yes, even
Iceland devotes four times the share of GDP to venture capital that
we do.

A third indicator is R&D expenditure and business incubation
by large companies. According to IBISWorld, only forty-four
Australian companies spend more than $10 million a year on R&D.
The $10 million is an arbitrary figure but a fair stab at the minimum
needed to be internationally relevant and competitive in an estab-
lished niche business, let alone what is needed to develop a new
business internally. There are certainly some great companies
amongst the brave forty-four. There is CSL in biotechnology, Cochlear
and ResMed in medical devices, Computershare, Solution 6 and
MYOB in software, and Orica, Amcor and BlueScope in industrial
technologies. Notwithstanding, Australia, with all its talent, skills and
advantages has only forty-four companies that are spending on R&D
in a globally relevant manner.

This shows in the stock market. News Corporation led the twenty
largest Australian companies by market capitalisation in December
2007. Also in the group were nine finance businesses, three resources
companies and three retailers. There were two industrial companies
and only one which manufactures anything, Foster’s Group. Finally
there were two that might loosely be called technology companies,
Telstra and CSL.

Furthermore, foreign-owned companies are performing less
research here too. The multinational researchers who have wound
down their activities or exited Australia in the last decade include
Alcatel, JDS Uniphase, Lucent and Nortel. There are some exceptions.
Canon, NEC and GM Holden, for example, do research in Australia
that is strategically important to their parent companies. There is just
not much of it, and there is very little new international investment in
R&D in Australia.

Australia’s innovation performance shows up in the trade figures.
Australia accounts for less than half a per cent of global exports in
technology industries. But the value of technology exports from coun-
tries such as Ireland, Mexico and the Netherlands is ten times that of
Australia. In 2006 our balance of trade deficit in Elaborately
Transformed Manufactures (ETMs) hit $95 billion, $10 billion more
than the previous year. You have to export a lot of iron ore to pay for
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$95 billion worth of computers, iPods, mobile telephones, cars, com-
puters, plasma screens, medical equipment, machinery, trucks and
the like. In October 2007, years into a massive mining boom, our trade
deficit was getting worse, hitting a monthly record of close to $3
billion.

Some Australians, including one of the commentators in this
book, like to argue that we are behind in the most accepted measures
of innovation because of our industrial structure. That is, we are
heavily involved in industries that are low and medium intensity in
terms of their use of technology. According to Professor Keith Smith
of the University of Tasmania, this is a comfortable myth. He analysed
like for like industries and found that, whether low or high technology,
Australian business still spends at a lower rate than the rest of the
developed world.

Clearly, it is difficult to mount an argument that Australians are
particularly innovative. We are human beings, and humans are inno-
vative, but there is no reason to believe Australians are more innovative
than other nations. It may be more accurate to say we are highly inno-
vative when we have to be.

Australia was founded as a penal colony and was later a pro-
ducer of raw materials for British industry, and a market for British
technology and manufactures. Britain gave us all her innovations and
her technology. We imported trains and exported wool and gold.
Where we had to innovate—to support wool and gold—we were
highly innovative. We developed the merino, the flotation method of
separating minerals, and the combine harvester, for example. But we
really didn’t need to be innovative elsewhere and we weren't.

Today we are still the technology supplicant. We are highly inno-
vative where we have to be—in mining, for example. We are clearly
highly innovative in banking and finance—just look at Macquarie
Bank and the compulsory superannuation levy. But otherwise, we are
happy importing other people’s technology.

Perhaps life is just too easy for us and we needn'’t try too hard to
be wealthy. We must ask how long this can last, and whether we can
change.

If we are not to repeat the past we first have to understand the
nature of our innovation achievement. This volume begins with a
series of case studies that explore where we have gone right, and
where we could have achieved more. It builds on the specific with an
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examination of the big-picture challenges we face. Finally, it points
the way ahead to fresh national policies and a time where we can take
our place among the most innovative of nations.
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