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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 vast majority of our 

members are independent MRIs (iMRIs), that is, mission-driven charities legally independent of a 

university or hospital, and co-located with a hospital or healthcare provider. The remainder are 

university- or hospital-based medical research institutes, or an alliance of medical research partners, 

with a demonstrable level of independence.  

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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SUMMARY 

The draft 2015 Higher Education Research Data Collection (HERDC) Specifications include important 

changes that will mean universities will no longer be able to include the research income of grants 

they administer on behalf of affiliated organisations, such as independent medical research institutes 

(iMRIs), in their HERDC returns unless they have a bona fide paid employment arrangement with the 

staff of the affiliated organisation (and then only commensurate with the proportion of the staffs’ 

salaries paid by the university).  

It is presumed the impetus for these amendments is to prevent Department of Education and Training 

funds earmarked for university indirect research costs (allocated based on HERDC returns) from being 

diverted to affiliated iMRIs, hospitals and other research organisations outside the strict definition of 

the higher education sector.  

However, in isolation, these changes will have wide-ranging negative impacts on both the 

higher education sector and other parts of the research sector, including: 

 almost halving the rate of Commonwealth funding for indirect research costs to all iMRIs due 

to increased demand on the capped Independent Research Institute Infrastructure Support 

Scheme (IRIISS);  

 cutting off all Commonwealth funding for indirect research costs to research-active hospitals; 

 rendering current affiliation agreements between universities, iMRIs and hospitals invalid, and 

potentially disrupting academic health partnerships;  

 reducing some universities’ positions in international rankings and their ability to attract the 

best students and researchers; and 

 potentially stifling research collaborations, including with industry and health services, and 

encouraging silos over integrated approaches. 

Implementing the HERDC changes without compensating measures to address concomitant 

funding cuts to hospitals and iMRIs is not a viable option. It will put the Government in the 

predicament of jeopardising major programs of health and medical research at Australia’s iconic iMRIs 

and research-active hospitals, causing significant job losses at a time when it is arguing that an 

increase in health and medical research is integral to the nation’s continued economic success. This, 

together with the other negative consequences, will cause immense upheaval and disquiet across the 

whole research sector and the community that supports these research organisations. 

However, maintaining the status quo of iMRIs and hospitals having their grants administered 

by an affiliated university to access a higher level of indirect cost funding is also far from an 

ideal solution. While some iMRIs, hospitals and universities are content with the affiliation 

agreements they have in place, many others have strained relationships as a result of the inequity 

caused by Government funding arrangements. This ‘work around’ of administering grants through a 

university to redress the intrinsic inequality and inadequacy of Commonwealth funding for indirect 

research costs of iMRIs and hospitals increases bureaucracy and administration costs, results in 

under-reporting of the contribution of iMRIs and hospitals to the medical research sector, and means 

that only part of Government funding for the indirect costs of research makes it to the organisations 

actually performing the research.   
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Recommendation: A new, simple and transparent system  

For the proposed HERDC changes to have the desired outcome of improving transparency and 

ensuring Government funds are provided to the intended recipients without crippling the research 

sector, they must be part of the systemic reform of indirect cost funding. 

AAMRI urges the Government to delay the proposed changes to allow time for a more 

considered approach.    

The current Review to Strengthen iMRIs, concurrent Government reviews into infrastructure funding, 

the Boosting the Commercial Returns from Research review, and the impending Medical Research 

Future Fund (whose administration by the National Health and Medical Research Council will require a 

whole-of-government view of indirect cost funding allocations if it’s not to cripple the sector or other 

Government department budgets), provide an unprecedented opportunity for the Government to finally 

address what has been a deep-seated issue for the entire research sector for decades; that is  

intrinsically biased, complicated and inadequate funding for the indirect costs of research that: 

 does not uniformly support all parts of the research sector or adequately fund any part of the 

sector; 

 increases administration costs; 

 creates unnecessary silos between government departments and research organisations; and  

 encourages subversion of the funding system. 

The ideal solution would be for the indirect costs of research to be included with direct costs 

in the awarding of Commonwealth Government research grants. This would reflect the true cost 

of the contract into which the Government and the research institution (iMRI, university or hospital) 

have entered. This is best practice internationally, is how in-house Government research operates, 

and is the norm for any other form of tender process into which the Government enters. Additional 

funding to reward income from non-Government sources, research translation and Research Higher 

Degree students should then be provided through a modified ‘block grant’ scheme available to all 

research organisations.  
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STATUS QUO: HERDC AND INDIRECT COST FUNDING 

The Commonwealth Government provides funding to iMRIs for the indirect costs of research through 

the National Health and Medical Research Council’s (NHMRC’s) IRIISS scheme at a rate of 20 cents 

per dollar of NHMRC grant awarded. This level of funding is grossly inadequate in meeting the indirect 

costs incurred by the iMRI sector, which are estimated by AAMRI at 60 cents per dollar of total grant 

income. Universities, on the other hand, receive Commonwealth Government funding for the indirect 

costs of research from various Research Block Grant schemes administered by the Department of 

Education and Training, including Research Infrastructure Block Grants, the Sustainable Research 

Excellence Scheme, the Joint Research Engagement Scheme, and the Research Training Scheme. 

Funding levels are based on a range of complex formulae that take into account universities’ entire 

research income (including from non-Commonwealth sources) and research outputs provided in their 

annual HERDC returns. Several state governments also provide some funding to iMRIs (and in some 

cases universities) to help them meet the indirect costs of research.  

The result of this system is that funding for the indirect costs of research is administered by different 

Government agencies at state and Commonwealth levels, based on different funding formulae and 

criteria, and at a lower rate for iMRIs compared with universities, which themselves are not fully 

funded. Further, despite the widely supported objective of ‘embedding’ research in our health system, 

hospitals are not eligible for any Commonwealth Government scheme for the indirect costs of 

research associated with competitive NHMRC grants or any other research that they perform.  

This is in complete contrast to funding for the ‘direct costs’ of health and medical research, which is 

provided through transparent, competitive and open Commonwealth Government research grant 

schemes from the NHMRC budget irrespective of the type of research organisation in receipt of the 

funds. 

This intrinsically biased funding system for the indirect costs of research does not uniformly and 

adequately support all parts of the research sector and has led to around half of Australia’s ~50 iMRIs 

and most research-active hospitals forming agreements whereby an affiliated university administers 

Commonwealth Government grants on their behalf, assuming formal control over their grants despite 

not employing their staff. The university includes the income and outputs of these grants in its HERDC 

return, and receives Government funding for the indirect costs associated with them at the ‘university 

rate’ via the Research Block Grant schemes. The university then provides a negotiated proportion of 

the equivalent sum they receive from Research Block Grants associated with these grants from a 

discretionary funding pool to the iMRI/hospital where the research is actually being performed. Based 

on financial data provided by iMRIs, AAMRI estimates that iMRIs receive the equivalent of ~$37 

million of the $1.77 billion in Research Block Grant funding provided to universities (based on the 

negotiated proportion the university provides them, not the Research Block Grant funding actually 

generated by iMRIs’ grant income and outputs).   

The outcome for iMRIs is that they receive more funding for the indirect costs of research than they 

would otherwise receive through the IRIISS scheme. The Research Block Grant schemes not only 

provide higher levels of funding, they reward research income received from all sources, whereas the 

IRIISS scheme only provides indirect costs associated with NHMRC grants. This is particularly 

important for those iMRIs with a diversified revenue base that is not heavily reliant on NHMRC 

funding. Likewise, hospitals receive some indirect cost funding, whereas they would not be eligible for 

any such funding for grants they self-administer. The outcome for universities is that they are 

financially better off because they retain a negotiated proportion of the indirect costs associated with 

affiliated iMRI/hospital grants and outputs to use for other purposes, and they can also include the 

research income and outputs of these affiliated iMRIs/hospitals in their various output statements. This 

improves their position in international university rankings and attracts the best students and 

researchers, and ultimately more research funding.  
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IMPACT OF THE PROPOSED HERDC CHANGES  

Cuts to funding for iMRIs and hospitals 

The proposed changes to HERDC specifications will prevent the aforementioned practice of 

universities including grants administered on behalf of an affiliated iMRI, hospital or other organisation 

in their HERDC income, unless the university pays the salary of the researchers undertaking the 

research, and then only commensurate with that proportion of their salaries paid by the university (e.g. 

0.2 full-time equivalent university employee would allow for 20% of the grant to be included in HERDC 

income). Therefore universities will no longer receive reimbursement from the Research Block Grants 

schemes for grants of researchers employed by affiliated organisations. iMRIs that currently 

administer grants through a university will need to self-administer grants in order to access IRIISS 

funding.  

Because the IRIISS scheme is capped at ~$36 million, this increased demand on the scheme will 

drastically reduce funding to all iMRIs. iMRIs receive around $185 million in direct NHMRC grant and 

fellowship funding each year.
1
 It is estimated that a further ~$120 million of NHMRC funding awarded 

to universities is generated by iMRI grants administered by universities.
2
 Therefore, it is estimated that 

the HERDC changes will almost halve the rate of IRIISS funding received by iMRIs from 20 cents per 

NHMRC grant dollar to just 12 cents per dollar.
3
 An additional $24

+
 million in IRIISS funding would be 

required for the current, already inadequate, rate of indirect cost funding to be maintained.
4
 A further 

~$150 million would be required on top of this to meet the full indirect costs of research incurred by 

iMRIs.
5
 

Those iMRIs with a diversified revenue base that are not as reliant on NHMRC funding will be 

disproportionately penalised because the IRIISS scheme only provides indirect costs associated with 

NHMRC grants, whereas under the Research Block Grant schemes, they can currently ‘indirectly’ 

receive funding based on all income sources.  

Finally, because hospitals are not eligible for any Commonwealth Government programs for the 

indirect costs of research, they will no longer receive any funding for the indirect costs associated with 

NHMRC grants or other revenue sources. This would have almost immediate, devastating 

consequences for research-intensive hospitals such as the Peter MacCallum Cancer Centre, which 

has an annual research expenditure (direct costs) of ~$38 million (82% of which is funded by 

competitive grants). This is at odds with the Government's stated intent to strengthen translational and 

clinical outcomes from health and medical research. 

As outlined in AAMRI’s submission to the Review to Strengthen Independent Medical Research 

Institutes, it would be to the detriment of iMRIs, Australia’s medical research outcomes and the return 

on the Government’s investment in health and medical research should changes in funding for the 

indirect costs of research force Australia’s highly productive iMRIs to be subsumed into large 

university organisational structures. This is also not an option for research-intensive private and public 

hospitals or other organisations where research is secondary to their core objective, and whose ability 

to undertake research would be irretrievably compromised by the proposed HERDC changes.  

                                                      

1
 Based on analysis of NHMRC data on grants/fellowships administered by iMRIs, excluding IRIISS funding; e.g. in 2012, iMRIs 

received $184 M in direct NHMRC funding; in 2013, iMRIs were awarded $189 M in NHMRC grants and fellowships (excluding 

IRIISS). 
2
 Based on financial information provided to AAMRI by iMRIs. 

3
 $36 M / ($120M + $185 M)  

4
 $120 M * 0.20 

5
 Based on financial data provided to AAMRI by iMRIs. 

http://aamri.org.au/wp-content/uploads/2014/12/141207_MRI-Review_AAMRI-submission.pdf
http://aamri.org.au/wp-content/uploads/2014/12/141207_MRI-Review_AAMRI-submission.pdf
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Negative consequences on collaboration and research translation 

As outlined above, the proposed HERDC changes will increase the chasm between funding rates for 

indirect research costs for universities, iMRIs and hospitals. This lack of competitive neutrality will 

further constrain relationships between different organisation types. The changes will also render 

many affiliation agreements between universities, iMRIs and hospitals invalid. In some cases these 

have taken years to negotiate, and involve inter-related terms around indirect cost funding, student 

supervision, staff employment arrangements, publication affiliations, support services, infrastructure 

and operations.   

The fact that universities will no longer receive funding for the indirect costs associated with that part 

of a collaborative research grant carried out by a researcher employed at an affiliated organisation will 

also affect collaborations at the research level. This is particularly important for large NHMRC 

Program Grants, where the associated funding for indirect research costs can reach millions of dollars. 

If administered by a university, the Commonwealth Government will only provide that proportion of the 

indirect costs associated with the university’s part of the collaborative project. None of the other 

affiliated organisations involved will be eligible for any indirect cost funding, and this sum will now be 

‘saved’ by the Government. If the grant is administered by an iMRI, the iMRI will receive funding for 

the indirect costs associated with the whole grant (not just their portion), albeit at a lower rate. 

However, IRIISS rules will prevent these funds from being passed on to the other collaborating 

organisations unless they are also iMRIs (unlike Commonwealth grant funds for direct costs, which 

can be freely moved between collaborating organisations). This will clearly lead to major tensions 

around who will be the Chief Investigating Officer A on collaborative grants, unfairly penalise other 

researchers and organisations on a collaborative grant, and potentially make NHMRC Program Grants 

less attractive to researchers and institutions. 

The fact that universities will also only receive indirect cost funding commensurate with the proportion 

of researchers’ salaries paid by the university also has important implications on research translation. 

This is particularly critical for health and other industry professionals who undertake research in 

addition to their core work, and who don’t have a full-time employment arrangement with a university. 

While some health professionals have arrangements that involve a 1.0 full-time equivalent position at 

a university as well as a part-time position at a Local Health District (creating even more confusion 

with the new HERDC reporting requirements), many do not. Research by such professionals will 

therefore not generate the same level of indirect cost funding as full-time researchers based at a 

university. This will establish a perverse incentive for universities to limit meaningful collaborations 

with researchers in health services and industry, and increase the barriers to research translation.  

Finally, the increased administrative burden in determining proportional employment arrangements of 

multiple researchers from affiliated organisations on grants for HERDC returns will be significant.  
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CONCLUSION 

Maintaining the status quo of a non-transparent, over-complicated, inefficient, biased and grossly 

inadequate system of funding for the indirect costs of research is not an option if the Government 

wants its investment in research to:  

 encourage true collaboration between universities, hospitals, iMRIs and industry; 

 embed research in our health system; 

 improve research collaboration; 

 increase commercial translation; and 

 provide economic returns through the growth of innovations, industries and jobs. 

However, making changes to HERDC specifications without correcting other parts of the complex 

funding system for the indirect costs of research will have enormous ramifications for the entire 

research sector.  

We urge the Department of Education and Training to delay implementation of the proposed 

changes to HERDC Specifications to provide time for a more considered, whole-of-government 

approach to comprehensive reform of the indirect cost funding system to the benefit of the 

Government, the research sector and ultimately the Australian community.  

This should incorporate recommendations from the Review to Strengthen iMRIs, the concurrent 

Government reviews into infrastructure funding and the Boosting the Commercial Returns from 

Research review, and should consider future requirements for the allocation of indirect cost funding by 

the NHMRC associated with the Medical Research Future Fund.  
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