SCIENCE INDUSTRY AUSTRALIA INC.
SUBMISSION TO THE

REVIEW OF EXPORT POLICIES AND PROGRAMS

Introduction

The Australian Government has commissioned a comprehensive review to be conducted of export policies and programs in consultation with a broad range of industry stakeholders. Science Industry Australia, the peak body representing the science industry wishes to make a submission to this review on behalf of its members who export as part of this global industry.
Australia's science industry
Science Industry Australia Inc is the peak body for the Australian science industry. Its members are responsible for more than half the science industry's exports and a significant proportion of science-related imports.

The science industry is defined as research and development, design, production, sale and distribution of laboratory-related goods, services and intellectual capital used for measurement, analysis and diagnosis.

Australia’s science industry comprises manufacturers and importer/distributors of scientific equipment, laboratory and technical service companies and the scientific research community.
Australia's science industry is a key enabler of many other industries. Its equipment and laboratory services provide for the measurement and identification of very low quantities of substances to ensure the quality of our food, water, air, environment, health and many other aspects of our daily lives. Its products and services are used by industries such as agri-food; resources; environmental monitoring; manufacturing; medical and health care; research and development and education.

Australia’s domestic market for scientific equipment and laboratory-related services was estimated to be $9.9 billion in 2006/07. Australia's market represents an estimated 2 per cent of the global market, compared with Australia's gross domestic product (GDP) being around 1 per cent of global GDP. Australia's production of science services is estimated to be one-half of its production of science goods and services. Employment, including researchers and laboratory and technology service providers, was approximately 42,250.

Science services production was $5,566 million, of which exports were $167 million (3%). Australia’s publicly-funded researchers also provided significant services to the industry. Manufacturing production was $1,033 million of which $950 million was exported (92%). Imports were $3,317. Australia’s scientific product manufacturers produce $260 million of the $3 billion domestic market for scientific products. The rest of the domestic market is serviced by the specialist importers and distributors of scientific consumables, equipment and instrumentation. Over 98% of these importer and distributor companies supply product into 3 or more states in Australia.

Australia's science industry is outperforming many other industries in terms of its growth, innovation, exports and workplace excellence.

The industry is growing at an annual rate of 10 per cent. Its laboratory and technical services companies invest 5.9 per cent of their turnover in R&D. Its manufacturers invest 7.9 per cent of their turnover in R&D, which is 10 times Australia's manufacturing industry average. This is consistent with high performing manufacturers in Canada and United Kingdom. The larger science manufacturing companies export up to 95 per cent of their production. Almost 50 per cent of the industry's workforce has a university degree, and the industry spends more than 5 per cent of its turnover on training.
General

As Australia represents only 2-3% of the world market for scientific products, it is imperative for a manufacturing company in the science industry to export to continue to survive and grow. The domestic market generally does not provide a large enough market to enable viable manufacturing. Some products, particularly those developed via publicly funded research institutes and then through start-up companies, are often licensed to overseas multinationals and royalties flow back to Australia. Other companies will manufacture sufficient product to supply the domestic market only and have no desire to grow and hence export their product – they are content to remain domestically focused. Other SMEs will have tried exporting and have not been successful (possibly though lack of preparation and not having the “right” product for the particular overseas market) and are reluctant to ever try again – especially as they perceive the cost to go the export route is too high!

Structural and Supply Side Factors

· Innovation

Innovation has been essential to maintain and compete in the global market for the Australian science industry. The access to publically funded research has been a major driver in allowing the industry to become internationally competitive. However in more recent times this access has been limited and more difficult and less transfer and commercialization of research to the industry has occurred. Science Industry Australia has been actively involved in trying to help SMEs to find new research that can be commercialized.

Industry needs easier ways of finding the research or innovation of interest to their business from the publically funded research institutes than that currently on offer. Commercialization offices are not the answer as these often form a barrier to industry dealing directly with the researcher. Programs such as TechFast need to be made more accessible to a larger number of SMEs

Recommendation

	Industry to be able to access easily,  via a central portal, innovation and research from the publicly funded research institutes


· Regulatory

The lack of harmonisation of some of Australia’s regulations with other parts of the world has imposed burdens on those manufacturers wishing to manufacture scientific instruments and other products for a global market. Australia has certain requirements that are unique e.g. C-tick and require different actions than for other parts of the world. Manufacturers must be aware of the regulations for the domestic market as well as the European and US markets adding an extra layer of complexity. Manufacturers in the science industry often sell less than 10% of their output domestically and to conform to Australian regulations imposes extra costs to the business.

Some of the instruments manufactured in Australia, by the nature of what they can measure, require approval from the Defence department before export to certain countries. The Defence department follows the US regime of total embargo and disengagement without any understanding of where the instrument may be used (for example a hospital) and for what purpose. Also the timescale of approval from the Department of Defence is unworkable for a commercial situation and thus companies are forced to forgo an export sale as no approval has been granted in appropriate commercial time. A more workable approach of deciding what can be sold into these countries and what should not be needs to be developed. A situation of controlled engagement with these countries could be developed to help exports grow from Australia.

Recommendation


Trade Development Programs and Services

EMDG Scheme

These grants have been a major reason for the development of the science industry into export markets. In fact many companies have commented that without these grants they would not have been able to finance their marketing efforts to ensure the success they now enjoy. Also their growth in overseas markets would have been very much slower as the EMDG assisted their marketing efforts and allowed them to gain market penetration in a much shorter time frame.

The Scheme could be extended to allow companies to expend into new overseas markets where they have not yet tried to expand. Generally science industry companies, because of the nature of their products being highly technical, start their overseas marketing efforts in first world countries where there is a ready market for such products. Subsequently they then go on to the less developed countries starting to have  need for these products where a much greater education and marketing effort is required, taking longer for market penetration. Hence the extension of the scheme to cover these more “difficult” markets would be of value. This would only occur after the initial seven years of claims had passed.

Recommendation


Support for SMEs

The initial support for SMEs is well covered by Austrade and its delivery partners for the initial stages of getting companies export ready and providing some initial “in country support” at low cost. However, after the prescribed number of hours of support has been used for a particular company, Austrade charges for their services at market rates. This is often cited as a reason not to use this support as well as the lack of understanding by the Austrade in-country personnel of a particular specialised technical market. Austrade by its very nature must provide a service across all markets and cannot have specialists based in each overseas post. 

Financing Exports

In the science industry, manufacturing companies starting up must recognize they need to be “born global” in order to be successful. Having the right product is also critical. Finance for the initial stages of growth for the right product is reasonably available. However finance for the next stage of growth into exports is harder. The EMDG scheme is essential for the marketing needs of exports, however the finance to fund other aspects of growth usually in production or manufacturing innovation to satisfy the new export demand is less available. EFIC has gone some way to assisting these companies but most still struggle with cash flow issues. Many companies are also unaware of the existence of EFIC and how it can help. 
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Develop a expiditious process where commercial exports of product to countries of extreme regimes can be assessed more quickly as to their defence implications.








Enhance the EMDG Scheme by extension (after the initial claim period) by allowing claims for penetration into new overseas markets i.e countries that have not been approached by the company before.











