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Thank you Professor Rathjen, and thanks to Professor Glyn Davis and Universities Australia for 
inviting me to speak here today. 

And as Chief Executive of the Business Council of Australia, I am really delighted to be speaking 
alongside Colin Beckett from one of our member companies – Chevron. 

Colin is well placed to speak on the topic this morning and I very much look forward to hearing his 
insights. 

It’s also a real honour to share the stage with Peter Rathjen who has employed industry 
collaboration towards achieving the most profound objective – saving lives. 

In setting the scene this morning, I want to cover three things: 

First, the increasing importance of higher education and research, and education more generally, in 
achieving economic and social prosperity.  

And in responding to many of the risks and opportunities we face as a country. 

Second, how collaboration with industry feeds into this. I want to step out what could be the main 
ingredients for achieving successful collaboration. 

And finally, I’d like to make some observations about what I believe needs to be done in Australia to 
allow higher education to better support our changing economy.  

Glynn Davis’s A Smarter Australia policy statement 

Before I start on the notes I have prepared for today, I want to respond briefly to the policy 
statement Glyn released yesterday at the Press Club on behalf of Universities Australia. 

Glyn’s overarching message was all about the role of universities in delivering national prosperity. 

It was enormously encouraging to read that four of the five focus areas in the policy statement 
mirror ideas I’ll be putting forward this morning, from a business perspective, in terms of: 

• maximising the potential of a demand-driven system 

• the multi-layered value of education as an export industry 

• delivering even better results from our research effort 
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• reducing the regulatory burden on universities. 

This kind of synergy creates enormous opportunity for high-level collaboration around Australia’s 
national interest, and the Business Council of Australia looks forward to being part of the policy 
conversation Glyn launched yesterday. 

I hope what I have to say this morning provides a useful starting point for some influential  
cross-collaboration. 

The macro-economic context 

So first let me give you my perspective on the Australian economy, and the importance of research 
and education to securing enduring prosperity in our rapidly changing world. 

And of course, like Glyn, I’m talking about prosperity in the broadest sense of the word. 

Economic transition is nothing new. Economies are always in transition. 

But the pace of change affecting our economy, and economies around the world, is undoubtedly 
getting faster.  

And there are a number of major shifts operating in tandem right now that have the potential to 
throw Australia off balance.  

The kind of transition we see now will put the role and effectiveness of our educational institutions 
front and centre if we are to build on the great success we have had as a nation, particularly over 
the last 20 to 30 years. 

Everyone in this room knows what these big shifts are. 

We know about the Asian Century and the rise of emerging economies. 

We know that advances in technology and digitisation are fundamentally changing our way of life. 

We know that our population is ageing, which will place pressure on our health system and our 
fiscal strength. 

We know our population is growing and diversifying, which will place pressure on our infrastructure, 
and it demands that we take the planning of our cities and regions more seriously. 

At the same time, the impact of our high cost/low productivity economy can no longer be ignored.  

Our future success will be determined by our capacity to adapt and innovate to stay productive and 
competitive.  

I mean innovation that happens through collaboration, with the right incentives, the flow of ideas, 
and a readiness to make the most out of change and opportunity. 

We need to talk about the environment that allows this kind of innovation to flourish – things like our 
regulation, our skills and capabilities, our broad fiscal and tax settings, and the obvious value of 
competitive pressure to do better. 

The economic significance of education and research 

Put simply, new forms of wealth and value will be driven by innovation and by the exchange of 
people and ideas, by the creativity and freedom of our workplaces. 

Surely, now more than ever, our education system, and research and development system, need to 
work hand in glove. 
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In this context, the economic significance of education and research, in my mind, comes down to 
the four main areas that line up so neatly with the Universities Australia policy statement: 

• as an input to giving Australia an appropriately skilled and qualified workforce 

• as an export industry 

• as a collaborative force in all aspects of innovation and productivity 

• then, of course, there’s that whole intangible asset that universities and university education give 
us as a community. 

A skilled, qualified workforce. 

Every year the sector educates 1.2 million students and attracts $23 billion of expenditure, almost 
2 per cent of GDP.  

Over the past decade, the proportion of people in Australia aged between 15 and 64 years who 
have a bachelor’s degree or above increased from 17 per cent to 25 per cent. 

If you include international students, domestic postgraduates and the private higher education 
sector, some 40 per cent of student places are now full-fee paying. 

Increasing graduate attainment among young Australians is fundamental in providing the higher 
level workforce skills needed by Australian businesses in the global knowledge-based economy of 
the 21st century.  

This is the great promise of higher education – unlike so many other important policy areas the BCA 
is engaged in, there’s no trade-off required between social and economic objectives.  

Investment in education creates a virtuous circle: more participation means higher productivity, 
greater individual opportunity and more social mobility. 

Higher qualifications increase the likelihood of getting a job and earning more. 

Average graduate incomes are twice those of school leavers.  

Unemployment rates among graduates are almost half those of the broader population. 

Across the OECD there has been a marked shift towards occupations generally requiring a degree.  

I know Glyn quoted some of these statistics yesterday – but they’re worth repeating … 

In Australia, nearly 54 per cent of total employment in the last five years has been in occupations 
usually requiring a bachelor’s degree or higher. 

And all the evidence suggests Australian business will need more high-skilled labour in the decades 
to come.  

Modelling by Access Economics shows that between 2015 and 2025 our economy will need, 
on average, between 238,000 and 360,000 extra workers each year with bachelor’s and higher 
qualifications. 

Ensuring the virtuous circle of higher education and economic prosperity continues, and draws in 
more and more Australians, throws up some challenges for our two sectors. 

I’ll say a bit more about this later.  

But when you uncap university places, a move we supported at the BCA, how do you get that 
differentiation and that specialisation in courses, that we need to be among the world’s best? 

How do you ensure our supply and demand actually works in real time and we are not playing 
catch-up, which results in skills and labour shortages. 

So our prospective students and graduates can make the right decision and universities can plan 
and resource courses appropriately. 

Getting this right is not just the responsibility of universities. But if we’re looking for a way through, 
it can’t be just left to industry either. 
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Collaboration is pivotal, but so too is getting the right regulatory environment. I’ll come back to that. 

Of course, we need to also think about graduates with the broader set of skills that allow them to 
deal with today’s challenges. Skills like management, leadership, project management and so on.  

There is a real debate about the respective roles of universities and industry in equipping people 
with these skills. 

As an export industry 

Similarly, public policy has a huge part to play in supporting education exports and the 
Business Council has been very vocal in advocating necessary reform, particularly in relation to visa 
requirements. 

This is a $15 billion industry that’s grown over the last 25 years from a negligible share of the global 
market to seven per cent.  

Australia’s education services exports now account for around 36 per cent of our total services 
exports. 

We are the world’s third leading destination for foreign tertiary students, after the US and UK.  

And with the global middle class set to grow by more than 2 billion people in coming decades, the 
number of university students is predicted to double by 2030.  

This will make higher education one of the fastest-growing global industries.  

Australia can vastly increase its international student intake from the current level of 336,000.  

We have a strategic advantage now to tap into this market – we need to capitalise on the 
opportunity, and plan the assets, capabilities and capacity issues involved in that. 

These international students bolster the domestic education system financially, contributing some 
$3.8 billion to the sector.  

With 2.5 million alumni around the region, universities are creating new avenues for political and 
cultural engagement, powerful links for businesses to draw on as well, and pathways for migration.  

As a collaborative force 

Which brings me to the role of education and research as a collaborative force in all aspects of 
innovation. 

Research and innovation are central to the nation’s prosperity. The benefits are everywhere: how 
we educate people, how we advance and utilise technology, how we promote good health and 
protect the environment.  

Importantly, innovation is central to achieving the productivity growth required to maintain living 
standards, job opportunities and rising wages, particularly for the next generation.  

According to the OECD, more than half the productivity growth in developed countries now comes 
from innovation. 

We haven’t felt the impact of Australia’s deteriorating productivity performance over the last decade 
because it’s been offset by the high terms of trade. 

But those days are over.  

And as the Productivity Commission argues consistently and persuasively, innovation and diffusion 
of new and better production methods, and the introduction of new goods and services, are the core 
drivers of productivity growth. 

What’s collaboration got to do with all that?  

Innovation is about creating knowledge and using practical know-how to convert this knowledge into 
better economic outcomes. 

Australia needs to do better here. 
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On the World Economic Forum Global Competitiveness Index, Australia ranks 28th on innovation 
and competitiveness. 

On the INSEAD Global Innovation Index, Australia ranks well on innovation inputs including 
research and skills, but we’re weak on innovation outputs like new products, entrepreneurship and 
exploiting comparative advantage.  

Like other relatively small countries, most of the knowledge and technology applied in Australian 
businesses will continue to be developed abroad. 

Domestic modification of innovations introduced elsewhere is common.  

And it highlights the importance of firms collaborating to identify and exploit knowledge coming in 
from external sources.  

But innovation in Australia is about more than adopting new technologies and processes from 
abroad.  

We have the opportunity to develop our own innovations.  

The success of Australian innovation will depend on our capacity to collaborate with others and tap 
into global markets in our region and beyond.  

Taking advantage of demand from Asia for goods and services means: 

• driving more and better collaboration between firms and researchers  

• building specialist knowledge and expertise 

• making faster, more direct connections between Australian firms and specialists and the global 
networks that will drive growth in the decades ahead 

• and importantly, learning to understand new customers and responding with the right product mix.  

We must improve our performance in translating investments in innovation into commercial and 
economic results to ensure Australia continues to prosper and grow.  

This will require our workers, researchers, businesses and industries to focus on skills, 
entrepreneurship and collaboration.  

At the moment, this feels clunky to me. It’s not easy and it requires a lot of energy.  

How do we make it seamless? 

From my perspective, I want educational institutions and industries to see ourselves as being 
‘joined at the hip’ in the pursuit of new forms of wealth, and new forms of value? 

Case study: Cochlear 

In speaking yesterday about the need to strengthen Australia’s research and innovation system, 
Glyn used one of the BCA’s member companies – Cochlear – as an example. 

Cochlear’s CEO, Chris Roberts, stresses that his company’s success is about both the fundamental 
research that underpins the technology, and the core business functions that allow him to run a 
successful global business. 

He believes that an important aspect of the firm’s early success in the 1970s came from the 
extensive, multi-disciplinary nature of the team assembled by Professor Graham Clark at 
Melbourne University. 
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In 2010, the company relocated onto the Macquarie University campus where a precinct is now 
being constructed to bring together groups of people involved in different aspects of hearing, from:  

• hearing aids to implants 

• basic to applied research 

• research to clinical services. 

There are real advantages in having people with different skills and perspectives in these clusters. 
And it’s a model that’s been taken up in the government’s recent Industry and Innovation 
Statement.  

Of course, there’s a balance in the extent to which clusters can be contrived and how much they 
need to develop organically.  

It’s no magic bullet, but governments can and should encourage innovation clusters through 
purposeful planning. 

Chris makes the point that what matters is an understanding that knowledge, and technology as the 
application of knowledge, are not linear. 

Often technology precedes the science.  

But, importantly, they form a feedback loop and involve iterative processes.  

This highlights the need for collaboration, the need for long time frames and the value of a diverse 
and multi-disciplinary approach. 

So how are we doing in Australia? 

Which raises the question at the heart of this morning’s session: 

Is Australia demonstrating that it knows what effective collaboration looks like and that we are 
committed to exercising it? 

From where I stand, a key question here is whether the way we publicly fund research brings out 
the best collaborative effort for the expenditure in terms of: 

a) products 

b) processes, practices and systems. 

Overall, Australia’s R&D spend is OECD average, including both government and private. But we’re 
well below the high spenders.  

We are generally good at adopting and early stage entrepreneurship. 

But we’re not so good at generating patentable inventions. 

As a share of GDP, Australian business expenditure on research and development is slightly lower 
than the OECD average. 

Most Australian business expenditure in R&D is not used to fund research in higher education 
institutions.  

Indeed, between 2008 and 2010, the share of higher education research funded by business fell 
from 4.9 per cent to 4.1 per cent. 

The private sector spend is mostly focused on business model innovation, commercialisation and 
adoption of innovation from elsewhere. 

Compared with the OECD average and the USA, a higher proportion of total research and 
development in Australia is funded by government. 

But there would even seem to be a level of ambivalence in public policy on research and innovation.  

The government’s decision, announced in the Industry and Innovation Statement, to exclude large 
businesses from the R&D Tax Incentive is a case in point. 
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In our view, the move is short-sighted and contrary to the government’s own logic that R&D 
subsidies address an area of market failure. It sends simply the wrong message. 

Perhaps the most important question is whether the way we are publicly funding research that 
brings out the best collaborative effort. 

I’d put it to this group that perhaps funding should come with a greater requirement or incentive for 
collaboration. 

Barriers to collaboration 

Looking more broadly at barriers to effective collaboration, we need to do more to reflect how the 
world is changing.  

We need technically qualified people but we also need them to be innovators and creative thinkers.  

How do we collaborate to give people the skills to manage transition as a feature of a modern 
economy? 

Until the 1970s, R&D was typically conducted in-house, having craft and science together, taking 
innovation and scaling it rapidly, for example in military and pharmaceutical industries.  

But innovation is happening in a different way now – user innovation, innovation services, business 
systems, business models and social innovation.  

So thinking narrowly in terms of R&D is old school, more applicable to inventing devices than 
services and ways of doing things. 

Cultural barriers are also an issue we need to think about. 

Effective collaboration means committing to long-term relationships, including financial 
relationships.  

It’s the kind of trust and confidence that might come from:  

• exchanges of employees, students and colleagues  

• financial incentives or requirements for university researchers to engage with industry 

• policy settings that encourage talented people from around the world to share their ideas and 
expertise 

• regulatory settings that do not inhibit Australia’s competitiveness.  

The regulatory barrier 

As Glyn said yesterday, regulation has a big impact on all the different areas where education and 
research feed into a changing economy. 

It’s been a significant barrier for Cochlear. For one recent and important product, approval took 
14 months longer in Australia than in Europe.  

What’s important here is that regulators should support Australian companies to achieve fast and 
predictable market access for new or improved products.  

Rules and regulations are sometimes necessary but they can be a real dampener on commercial 
activity, particularly when it involves innovation.  

The social and economic benefits delivered by innovative companies don’t come easily and 
shouldn’t be taken for granted.  

As a nation, and as potential collaborators, we pay a high cost if government loads up companies 
with regulation that hampers competitiveness while serving no essential public interest function.  

Regulation, as it affects universities, is also of great importance, and we see two separate but 
interrelated issues here. 
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One is around the regulation of universities generally. We need to see a radical reduction in 
reporting requirements and the proliferation of small programs.  

The amount of red tape imposed on universities is infamous.  

The other regulatory issue is this: to complete the reform process that started with the uncapping of 
student places, we believe that student fees should also be uncapped.  

The system changed fundamentally and for the better last January. 

But there are problems.  

Universities have an incentive to move out of areas where they are losing money.  

Because pricing doesn’t correspond to the cost of teaching, universities are encouraged to teach 
the highest volume of students at the lowest cost.  

This means law and commerce over agriculture and science, for instance.  

The Base Funding Review found health to be one area where costs were exceeding revenues for 
Commonwealth supported places, even though it’s a sector with skill shortages.  

If you deregulate quantity but not price, you’ll discourage diversification of service. 

If we are to have 10 universities in the world’s top 100 by 2025, as recommended in the Asian 
Century White Paper, some of those universities are going to have to offer super high-quality 
courses. 

They are going to have to charge fees that allow them to attract fabulous teachers, create stunning 
facilities and whatever it takes to provide a high-end offering.  

And this isn’t the ‘one size fits all’ we have at present.  

Clearly, if we deregulate student fees, we need protection against fee inflation. But there are ways 
to do this that address important equity issues.  

Conclusion 

So, let me finish by summing up what I believe needs to be done to set universities free, and really 
get this industry-education-research force happening as it can and should … 

1. We need to strengthen links between industry and universities because we know that knowledge 
and its practical application are mutually reinforcing. 

2. We need to further deregulate student fees to allow differentiation in courses. 

3. We need to work towards a significant reduction in the regulatory burden on higher education. 

4. We need to get education and training working as a coherent system rather than a series of 
walled communities. 

What these things require is for all of us to understand that we’re talking about a market in 
education offerings. And the power of that market to deliver quality, differentiated offerings to meet 
different needs. 

The different needs of individuals and the different needs of the Australian economy. 

We know that innovation, adaptation and the productivity value that will flow from it means that 
people will enter, re-enter and re-enter the education system again and again. 

Of course, if we can’t manage to give students the foundation skills, as the Australian Industry 
Group found in the landmark report they released yesterday, getting people into fields of advanced 
technology and innovation is going to get harder and harder. 

Let me say to you all this morning that we take all of this very seriously at the BCA. 
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So seriously, that in the long-term vision for Australia we’re developing for our 30th anniversary this 
year, we’ve identified innovation and collaboration, and education, skills and workplaces, as things 
that Australia simply has to get right if we are to deliver enduring prosperity. 

We want to sit down with Vice Chancellors and others, and ask them how we can work together to 
do it, and what specific steps they think Australia needs to take. 

We want to be part of developing a practical road map for how to get our education, training and 
research systems, and our innovation systems, working together to drive prosperity. 

Because when Glyn Davis and Universities Australia put forward a vision for Australia, they are one 
voice. 

When Jennifer Westacott and the Business Council of Australia put forward a vision, we are one 
voice. 

When we stand alongside one another and put forward a shared vision for the nation – it’s a 
powerful and persuasive collaboration. 

And it’s a vision that’s much more than a pure focus on economic outputs. 

It’s about opportunity, advancement, rising living standards and social cohesion. 

Thank you. 
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