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Report three: From fragmented to future ready: partnering for innovation

Productivity grows when new ideas and technologies are
created and shared. While these two processes overlap,
they require different skills and drivers.

Universities are strong at early-stage research. Industry tends
to focus on the later stages, when products are closer

to market. The gap in between — often called the

“valley of death” — is where promising ideas stall.

Australia’'s innovation system is not well set up to bridge
this gap. Without better support to move ideas from the lab
to the marketplace, we risk losing valuable opportunities.
Only 1.6 per cent of Australian businesses collaborate with
universities on innovation — the lowest rate in the OECD
(the average is 14 per cent).

Innovation "Valley of death’
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Fundamental research Commercial adoption
While collaboration with universities for new Using infrastructure
innovations has been in decline for large firms, to drive collaboration

for small to medium enterprises (SMEs) it has more
than doubled since 2016-17 — albeit from a low base. Research infrastructure — from advanced labs to
There remains a strong desire to innovate and specialist equipment — is essential for breakthrough
willingness to collaborate on both sides but there research and the adoption of new technologies.!

are significant barriers preventing Australia from
translating its robust public R&D into broad-based
productivity gains.

These facilities are collaboration facilitators as
natural meeting points for government, universities,
industry and international partners to work together.

For SMEs, access to national research facilities often

What we are cal[ing for means gaining access to new skills and tools they
) ) could never afford alone.
- Strategic use of infrastructure —

co-location of R&D-intensive industries
with research organisations.

- Make it easier for SMEs to collaborate —
reform the R&D Tax Incentive, provide strategic
direct support such as a national pre-seed
funding program.

1 https://www.education.gov.au/australian-universities-accord/resources/final-report
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The National Collaborative Research Infrastructure
Strategy (NCRIS) manages Australia’s national
research infrastructure. In 2022-23:

100,000 researchers used NCRIS facilities.
- 4,000 research publications referenced them.
- Every $1 of government funding attracted

$1.09 from universities, states and industry.?

Innovation clusters foster the co-design of research
projects, strengthen talent pipelines, and accelerate
the commercialisation of research. This works best

when supported by:

1. Strong anchor institutions driving
a culture of collaboration.
2. World-class R&D talent.
3. Excellent transport and digital connectivity.

The Universities Accord recommends stable,
long-term funding for NCRIS — a step the research
sector would strongly welcome. We call for the
program to be expanded as a catalyst for even
more collaboration.

Australia has guidance on creating innovation
precincts (issued in 20194), but no strong policy push
to make it happen. We need coordinated action from
all levels of government to:

+ Streamline regulation and planning.
+ Fund and incentivise new precincts.

Driving innovation clustering Invest in proven, high-performing ones.

When researchers and industry share spaces,
ideas move faster, talent pipelines grow and
commercialisation speeds up. In a 2022-23 survey
the top 2 benefits of collaboration on innovation
cited by industry were 1. increased revenue,

and 2. improved productivity.?

All three levels of government have a role.

Incentivising innovation
clusters — policy role

Commonwealth

+ Influence university
activity as the
primary funder

- Shape research
infrastructure policy

+ Provide incentives
for industry to base
themselves in precincts

business climate

+ Lead planning and
infrastructure policy

- Connect and manage
relationships between
stakeholders

- Co-invest in shared
research infrastructure
open to industry

State and Local

territory oca
- Set national - Setregulations - Lead community
economic tax policy that affect the engagement and

build public support

- Manage local land use

and regulation

- Promote and brand

the precinct

2 https://www.education.gov.au/national-research-infrastructure

3 Indicated by 39% and 32% of respondents (respectively): Innovation in Australian Business, 2022-23 financial year,
Australian Bureau of Statistics

4 https://www.industry.gov.au/sites/default/files/2019-04/innovation-precincts-insights-planning-an-innovation-precinct.pdf
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Full-fledged innovation precincts are not the
only form of co-location as there are already
arange of programs which incentivise and
support innovation clustering in various ways.

This includes the Trailblazer University Program
which provides $370.3 million over four years

to directly support research commercialisation
and industry engagement. The program includes
$50 million in government funding, matched by
university and industry partners.

Currently funded Trailblazer university projects

2

A national approach to incentivising innovation
clusters could coordinate intergovernmental efforts
while targeting program funding towards proven
models (such as Trailblazer).

D @ ®
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University Focus and Funding and Expected

and trailblazer programs partnerships outcomes

Curtin University Critical minerals exploration, $240 million total, $1.2 billion in

Research Technology
and Critical Minerals
Trailblazer

production and processing.
Includes the National Energy
Transition Accelerator — $10,000
equity-free grants, networking,

co-funded with
University of Queensland,
James Cook University
and 65 industry partners.

economic benefit;
increased sovereign
capability in value
add to critical

mentoring and investor access minerals.
for researchers and start-ups.
Deakin University  Battery and energy storage $380 million $1.4 billion+

Recycling and
Clean Energy
Commercialisation
Hub

(with Federation University and
Oztron Energy), hydrogen and
carbon fibre (with Clean Energy
Resources, Geelong), recycling
and circular economy (with Jet
Technology and Samsara Eco).

combined value
from industry and
university support.

economic benefit
over 10 years;
enhanced national
defence capability.

The University

of Adelaide

Defence Trailblazer
for Concept to
Sovereign Capability

Defence technology R&D,
including 43 current projects
and nine in the pipeline to
accelerate commercialisation of
leading-edge defence solutions.

$240 million total — with
partnerships with Boeing
Defence

Australia, CAE Australia
and CISCO contributing

a combined $140 million.

$1.5 billion
economic benefit
over 10 years;
enhanced national
defence capability.

The University

of Queensland
(Food and Beverage
Accelerator)

Development of new food
ingredients and products.
Includes the Meat & Livestock
Australia (MLA) and Grains
Research and Development
Corporation (GRDC) Co-investment
Round to support innovations

in red meat and grain/legume
processing that companies

can't achieve alone.

$160 million total
investment. Partners:
Meat & Livestock Australia
(MLA), Grains Research
and Development
Corporation (GRDC).

10 new ingredients
and 20 new
products already
developed,

boosts innovation
in Australia's food
and beverage.

UNSW

Trailblazer for
Recycling and
Clean Energy

Recycling, clean energy

and advanced manufacturing
projects. Includes Modern
Manufacturing Workshop,
Advanced Prototyping Facility,
and $50,000 matched R&D funding
to de-risk early investments.

$60 million invested

in R&D with industry
partners; delivered

in partnership with
University of Newcastle.

17 major projects
launched,;
accelerates clean
energy innovation
and recycling
technologies.

University of
Southern Queensland
Innovative Launch,
Automation,

Novel Materials,
Communications and
Hypersonics Hub

Space, aerospace,
advanced materials,
and hypersonics technology.

$180 million total
investment from three
regional universities and
20+ industry partners,
including Boeing,
Northrop Grumman,
Optus and Aspen Medical.

Expected $3.6
billion economic
benefit; strengthens
sovereign
manufacturing

and materials
capabilities.
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Balancing direct and
indirect incentives

Australia supports business R&D mainly through
tax incentives (78 per cent of funding), with far

less direct funding than other OECD countries.®
Direct and indirect incentives work best together®
— tax measures encourage later activity

(e.g. experimental development), while direct
funding can target early-stage, higher-risk projects.

A significant amount could be done to achieve
balance and drive business R&D (within existing
government investment levels) by recalibrating
current tax incentives:

- Updating SME thresholds for the R&D Tax Incentive
(unchanged since 2011 despite 40 per cent inflation’)
would reduce uncertainty for SMEs who are known
to have a lower risk appetite to innovate.®

- Introducing a targeted collaboration premium —
an extra 10 per cent for businesses working with
universities, especially in areas of national priority
or at critical stages of development. This change
would be made budget neutral by offsetting its
modest financial impact’ when making changes
to rebalance incentives towards SMEs.

We also know that the biggest barrier to collaborating
on new innovations is insufficient funding.'

Direct support for SMEs could be boosted by
expanding the Business Research and Innovation
Initiative into a model like the US Small Business
Innovation Research/Small Business Technology
Transfer programs and creating an Indigenous

SME tech transfer program.

National pre-seed funding

Government funding can be the difference maker
in supporting promising, “high-risk, high reward”
projects at the early stages when businesses
can rarely back them on their own.

To truly bridge the valley of death, Australia needs

a national pre-seed program for early collaboration
between SMEs and universities — before proof-
of-concept. This could follow the successful
Breakthrough Victoria model, which has driven
faster growth in spin-outs compared to other states.

Such a program would connect government priorities,
research strengths and commercial outcomes —
ensuring the entire innovation pipeline is supported.

5 OECD Data Explorer

6 https://www.oecd.org/en/topics/sub-issues/rd-tax-incentives.html

7 Reserve Bank of Australia, "Inflation Calculator”

From ideas to impact

Australia's future prosperity depends on our ability
to turn world-class research into real-world results.
We have the talent, the facilities and the ambition —
but without stronger collaboration, targeted investment
and a coordinated national approach, too many great
ideas will remain stuck in the “valley of death”

or forfeited to other nations to exploit.

By bridging the gap between discovery and delivery,
and by aligning government, industry and universities
behind shared priorities, we can unlock new industries,
create high-value jobs and secure Australia's place
as a global innovation leader. The time to act is now
— because the cost of inaction will be measured in
missed opportunities.

We recommend:
1. Secure ongoing NCRIS funding

2, Establish a national approach
to innovation clusters
+ Remove regulatory barriers, coordinate
programs and invest in proven models.
3. Rebalance R&D incentives by:
- Updating SME thresholds for the R&D Tax
Incentive (unchanged since 2011 despite
40 per cent inflation).
+ Introducing a “collaboration premium”.
+ Boosting direct support for SMEs
—modelled on SBIR/STTR.
+ Launch a national pre-seed program
—modelled on Breakthrough Victoria.

8 https://www.industry.gov.au/sites/default/files/2023-11/barriers-to-collaboration-and-commercialisation-iisa.pdf
9 https://www.pbo.gov.au/sites/default/files/2023-03/PER349%20-%20ALP%20-%20Collaboration%20premium.PDF
10 Indicated by 26% of respondents: Innovation in Australian Business, 2022-23 financial year, Australian Bureau of Statistics

A


https://www.oecd.org/en/topics/sub-issues/rd-tax-incentives.html
https://www.industry.gov.au/sites/default/files/2023-11/barriers-to-collaboration-and-commercialisation-iisa.pdf
https://www.pbo.gov.au/sites/default/files/2023-03/PER349%20-%20ALP%20-%20Collaboration%20premium.PDF

UNIVERSITIES
.\\\\\\ AUSTRALIA

For further information:

Jarrod Ross
Senior Director: Research and Innovation

E j.ross@uniaus.edu.au
Universities Australia

1 Geils Court, Deakin ACT 2600
P +612 62858100

universitiesaustralia.edu.au



http://universitiesaustralia.edu.au
http://universitiesaustralia.edu.au

