UNIVERSITIES
A\\\\\ AUSTRALIA

Universities Australia
Responses to SERD

Issues Papers 1-6
October 2025

universitiesaustralia.edu.au


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

Universities Australia Responses to SERD Issues Papers 1-6

Paper 1: National Coordination

What aspects of the proposed model work well?

Universities Australia welcomes the proposal for

a national coordination mechanism which echoes
our calls for a Ministerial Research Council which
could connect and inform decision making across
government with respect to research governance,
funding mix and priorities. Such a mechanism

could support the coordinated implementation of
necessary reforms in the context of the Universities
Accord and beyond.

The Panel's proposed model goes beyond UA's
proposal in one ambitious and welcome sense
in that it looks to drive coordination across state
and territory governments as well as from a
Commonwealth perspective.

Basing the coordination mechanism on lessons
learned from the implementation of Horizon Europe
Pillar 2 has significant potential benefits, stemming
from:

a) States and territories potentially taking the place
of EU member states to support national effort,
and

b) Collaboration through tri-sector partnerships.

In addition to the benefits of reducing duplication
across jurisdictions and levels of government, this
model has the potential to deliver a key benefit
which our New Zealand counterparts are seeing
from their participation in Horizon Europe itself

— positive cultural change.

In conversations with Universities New Zealand
and other NZ colleagues, we have heard how

the Horizon Europe partnership model has led

to increased awareness of the true value of
cross-sectoral collaboration and is supporting
their innovation system to become more connected.
This is conducive to greater efficiency in translation
and commercialisation of research and is exactly
the kind of cultural change that we need to see

in the Australian context.

While the framework itself, viewed in isolation,
has significant appeal it must be put into

the context of existing policy and programs,
and this is where several potential problems
and threshold questions arise.

The process of simplifying the system and
improving coordination across government
comprises two equally important processes

— one of examining existing programs,
consolidating and realigning, and another to
establish a mechanism to ensure fragmentation
doesn't re-emerge. This isn't necessarily sequential

— however the issues paper does not always make
a clear enough distinction resulting in some of the
specific and significant challenges in each of these
processes remaining unaddressed.

What could be improved and how?
Commonwealth-State relations — While we

trust that deeper consideration has been given

to the challenges inherent in this than could be
expressed in the issues paper, UA urges the Panel
to consider arrangements that provide the States
with opportunities to genuinely engage with the
Commonwealth on RD&I matters. The concept of
state and territories having an advisory role only,
while a Commonwealth led board holds the purse
strings is likely to present challenges.

Consolidation of funding — while the paper notes
the need for consolidating existing programs, no
detail is provided about which programs would be
rolled and when this would occur (or what a process
for determining this might look like). It is also
unclear if/how the new mechanism would influence
any programs which cut across focus areas or

are otherwise not rolled in.

UA has called for a functional, cross-portfolio
review of existing programs to better align

national research priorities with portfolio
responsibilities. This is specifically the kind of
process that the Accord final report recommended,
and itis a necessary, pragmatic precursor to the
consolidation of overlapping programs.

Governance complexity and other priorities —
the model as described would involve the creation
of a cross-jurisdictional advisory group and

up to 6 new governance boards.

While we are aware that the Panel has engaged
with the current National Health and Medical
Research Strategy process, the issue paper makes
no reference to existing governance arrangements
with respect to:

The Future Fund Board of Guardians,
Australian Medical Research Advisory Board
(established under the MRFF Act).

NRF Corporation board and priority areas
(established in the NRFC Act).

5 statutory RDCs with Ministerial appointed
boards and 10 Industry-owned with

expert boards.

The Defence Science and Technology Strategy
2030 and 2024 Defence Innovation, Science
and Technology Strategy.

The NSRPs.

AEA Board.

Itis unclear, which of these are intended to be

terminated or otherwise discontinued. For those

which continue, it is equally unclear how they will

interact with each other and with the new boards
—e.g. which will have primacy?

This requires deep consideration, and resulting
decisions will require a whole-of-government
implementation approach. There is a real risk

that this process simply results in the creation

of additional governance structures (with all their
associated burden) without doing the groundwork to
ensure that they can perform their intended function.
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Enduring role — the issues paper discusses how
the new mechanism will set long-term plans, goals,
sub-goals and collaborative projects, but it does not
speak to preventing future fragmentation.

One way this could be achieved would be that any
future research policy matters (NPPs) requiring
government decision must have the endorsement
of the relevant advisory group or governance
board prior to going to Cabinet.

Paper 2: Scaling the system

What aspects of the framework work well?
Simplification and harmonisation would be welcome
if this can mean reduced administration/consultancy
costs for industry and create a more efficient and
effective RDTI.

UA is very supportive of opening the black box of
the RDTI to consider how it can be better utilised to
focus on priority areas and incentive collaboration

—in particular, collaboration between research
organisations and SMEs.

Similarly, making access to RDTI contingent on
ambition and growth is something we agree with in
principle. A key to this will be providing certainty for
more SMEs with respect to the refundable nature of
the tax offset.

What could be improved and how?

RDTI and ambition — The $20 million SME threshold
has not been reviewed since the RDTIs introduction
in 2011, despite cumulative inflation of almost 40 per
cent over that period. For contrast, the aggregate
turnover threshold for the lower rate of company tax
has increased over time to $50 million.

SMEs are eligible to receive a refundable R&D tax
offset which will give them capital to reinvest in R&D
(effectively turning an indirect incentive into a direct
one). Sitting on the precipice of the threshold can
cause uncertainty and difficulty in future planning
for a company. SMEs are known to have a lower risk
appetite to innovate, and certainty is important to
encourage R&D activities.

Direct the RDTI to encourage scale in RD&lI activity
— more collaboration, earlier in the process is
the fundamental solution to bridging Australia’s
research translation and commercialisation
problem. RDTI support for industry to engage with
universities will bring industry money forward’ will
leverage university funding ‘later’ — flattening the
valley of death.

A collaboration premium rewarding businesses
who collaborate with universities and research
institutions with an additional 10 per cent rebate to
the existing calculation of a company’s R&D offset
was costed by the PBO in 2019 as having an impact
of $170 million over the forward estimates. This
modest cost could be offset by streamlining and
harmonising tax incentive eligibility criteria.

This could provide a mechanism for influencing
research and development, to both target
investment and facilitate innovation and
collaboration. Collaboration premiums could

also be used to focus R&D investment in key
areas of sovereign need; it could also be linked

to collaborations at particular TRLs to allow more
promising research to cross the valley of death.

Incentives could also be aligned to place-based
initiatives as seen in other parts of the world,

such as the Catapult Initiative in the UK, which helps
drive localised zones of innovation and productivity.
The benefit of such place-based approaches is the
provision of a focal point to build scale. They provide
targeted regional development of a sector and

act as a backbone to grow more diversified

regional economies.

Embed incentives for universities to identify
and disseminate IP and innovation to end-users
— Universities have an understandable reticence
to assign IP to spinouts, start-ups and (to a lesser
extent) SMEs generally. With 3 out of 5 Australian
small businesses failing within their first 3 years,
there is, in many cases, an unacceptable level of
risk of IP being permanently lost.

Universities have sophisticated IP expertise and
processes in place and operate in good faith with
respect to assignment (where appropriate) and
licencing of IP. A role for Government could be

in support and capability building for industry to
allow them to negotiate with university partners on
equal footing — for example, through the provision
of training and advisory services.

Paper 3: RD&I Incentives

Which of our proposals will work well?
Universities Australia is supportive of providing
access to entrepreneurial and commercialisation
mentorship for research staff and PhD candidates.
Work on this should form part of a broader research
workforce development strategy.

We are also in favour of enhanced support for
pre-accelerators and accelerators noting that

our member universities already offer many
programs for students and members of their
communities. Access to such programs should

not be limited to ‘focus areas’ and/or ‘'sub-focus
areas’ — access should only be dependent on the
strength of the underlying idea/concept/research.
We are particularly supportive of the establishment
of a network of pre-accelerators for First Nations
founders to support Indigenous innovation

across Australia.

The key to flattening the valley of death is for
Government to invest in high-risk, high-reward
collaborative research projects which would
otherwise be unlikely to progress.
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What should be improved and how?

The main proposal to address lack of access to
capital is to reform the RDTI to make it more friendly
to startups and SMEs — while the proposed reforms
are appropriate and would be welcome by UA, itis
unclear how an indirect incentive addresses the
issue of the upfront cost barrier to engaging in

R&D. Getting the RDTI right is important (see our
commentary on issues paper 2) but the critical
issue is achieving the right balance of direct

and indirect incentives.

Australia’s support for BERD is heavily skewed
towards indirect support. In 2023, indirect tax
support for R&D had grown to 0.15 per cent of
GDP (up from 0.046 per cent in 2002). For direct
support, Australia has remained at around 0.03
per cent since the early 2000's. The OECD average
for direct support is almost 3 times greater than
Australia's rate.

Arecent OECD report highlights that indirect
and direct funding measures complement each
other, reinforcing their respective effectiveness
—this is because while indirect tax measures
are more effective at encouraging later stage
activity (e.g. experimental development),
direct funding can more effectively target
early-stage, higher-risk projects.

In a recent ABS survey, businesses flagged
insufficient funding as the biggest barrier
(around 27 per cent) to collaborating on new
innovations. While AEA provides funding that
supports early-stage research translation,

it does not fund pre-seed in the traditional
startup sense (i.e. before proof-of-concept).
It also requires projects to be significantly
de-risked to the extent that they would likely
proceed with government support.

The Panel should consider a model like Breakthrough
Victoria which operates as an independent company
with a commercial focus while retaining strong links
with the state government. Since 2017, the number
of spin-out companies from Victoria has been
growing almost seven times faster than in NSW,
with an average annual growth rate of 34 per

cent since 2017, compared to NSW's growth rate

of 5 per cent. Federal pre-seed funding modelled

on the Breakthrough Victoria approach could

help to bridge this gap at a nationally.

Such a model, implemented at a national level,
would not only ensure that the whole research
pipeline is appropriately supported, but it would do
so while creating a stronger connection between
government priorities, research effort and
ultimately, commercial outcomes.

Another issue seemingly missing from the
papers so far is that of co-location. By embedding
industry partners alongside academics and

PhD students, innovation clusters foster the
co-design of research projects, strengthen talent
pipelines, and accelerate the commercialisation
of research. This can be fully fledged precincts
or clusters built around CRCs and Trailblazers.
Success requires cooperation across levels of
government — the Panel should consider how the
proposed national coordination mechanism could
be used drive a nationally consistent approach to
incentivising innovation clustering.

Paper 4: Investment and capital

What aspects of the framework work well?
Universities Australia (UA) is broadly supportive

of efforts to enhance investment and capital for
RD&l in Australia. The issue paper appropriately
identifies elements of the research ecosystem that
limit innovation and commercialisation, including
Australia's relatively underdeveloped capital culture.
While outside the general remit of UA, we believe the
university sector would ultimately benefit from the
reforms in this area.

UA's From fragmented to Future Ready: partnering
for innovation report articulates the research
valley of death —where promising ideas stall. A key
contributor to the valley of death is the lowest rate
of OECD business collaboration with Australia
universities (1.6 per cent). Venture capital could play
a crucial role in bridging this valley, with additional
supports to encourage involvement at earlier
stages of commercialisation. Reforms to private
incentives should be accompanied by important
public policy initiatives including RDTI reform
(discussed in our response to issue paper 2 and 3)
and greater support for innovation clustering.

We acknowledge the challenges of capital
incentivisation in Australia, and the complexities
of bringing together RD&l and global capital.
We welcome the opportunity to engage further
with the SERD panel to ensure that universities
can increase their contribution to the national
knowledge economy through the support in
identifying early-stage research for large scale
investment, aligned with a national narrative.

What should be improved and how?

The SERD panel should consider how existing
relationships between universities and global
partners could be harnessed to attract international
investment in RD&, particularly given the crucial
role that universities play in early-stage research.

Australia’s universities maintain over 9000
international partnerships, and an even greater
number of formal and informal research networks.
These relationships could be further leveraged to
attract foreign investment, which could be explicitly
recognised in the ‘how’ element of the issue paper.
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Paper 5: Foundational research

Which of our proposals work well?

Universities Australia (UA) is supportive of the SERD
Panel's recognition of the importance of foundational
research, and the need for adequate funding

to support it.

Universities are the primary driver of foundational
research conducting approximately 85 per cent

of Australia’s pure basic research as well as

being the largest contributing sector in terms

of strategic basic research and applied research.
The university sector currently provides more than
half of the funding for the research it undertakes,
largely through cross-subsidies from international
student revenues.

Recent research conducted by the University

of Queensland and CSIRO found that funding
deficiencies, particularly for basic research, may

be contributing to Australia's decline in global
innovation ranking, noting that between 1996 and
2019 the proportion of research funding in Australia
dedicated to basic research dropped from nearly
60 per cent to a mere 40 per cent — a significant
turning of the tables. ABS data show that this
downward trend is ongoing.

“Foundational research” can be seen as a risky
endeavour with low return on investment in
the short run, making business less likely to
invest in it — this makes the Government'’s
role critical. Appropriate and efficient investment
in basic research is simply fundamental to
our research pipeline, and to supporting
Australia’s long-term productivity and
sovereign research capability.

UA and our members would therefore welcome the
opportunity to work with government and industry
to develop an R&D costing framework which would
acknowledge the full cost of research and facilitate
further engagement around the sources of funding
for our collective research effort.

UA is also supportive of tying indirect cost funding
to future competitive grants funding increases a
good idea, and (with reservations discussed below)
the introduction of a premium rate for indirect costs
relating to focus areas.

The sector would welcome simplified grant
application and management processes.
NCRIS certainty beyond 2028-29 is also
something that UA and the sector have
been calling for some time.

The notion of a research and innovation ATEC
commissioner, is something which UA has also
pushed for in consultations with DoE/Interim
ATEC (as part of advocacy for a larger number of
commissioners with specific expertise), but they
have seemed unwilling thus far to expand from
the current number of commissioners.

What should be improved and how?

Onthe issue of enabling research specialisation,
UA's view is that this should instead be framed

as enabling mission-based research —and that
this should be considered a part of mission-based
compact negotiations between universities

and the ATEC.

Current TEQSA requirements relating to the breadth
and quality of research to meet the 'Australian
University’ standards are certainly a constricting
factor in our universities ability to be strategicin
planning their research efforts. This, combined with
overall underfunding of the research sector, means
that universities are driven to apply for all manner
of external funding sources — whether or not they
are aligned with the institution’s particular strengths
or the needs of their local community. UA would
welcome changes to policy settings to allow
individual institutions (in consultation with ATEC)

the flexibility to determine their own strategic,
place-based research missions.

Research training is another area which UA
believes could be improved. Broadly, we reiterate
our calls for the development of a national
research workforce development strategy as was
recommended in the Universities Accord Final
Report (Recommendation 26.f). This could include
a HDR industry engagement framework.

Turning to the specifics of the proposals in the
issues paper, UA believes that while sound in
principle, these kinds of activities are already
well underway across the university sector

and therefore, the Panel should reconsider its
recommendations to Government in this context.

UA is working closely the Australian Council

of Graduate Research (ACGR) to support their
recent Industry Engagement Sector Survey which
shows that the sector has made great strides in
recent years. The survey found that institutional
approaches to industry engagement in PhD
programs vary from relatively light-touch
components (mentoring, networking, data access)
which serve as a pathway to more deeply embedded
approaches (industry-funded scholarships, embedded
PhDs, industry doctorates). Critically, a significant
amount of this activity commenced around 2020,
meaning that (factoring COVID disruptions) the first
cohort candidates benefitting from these initiatives
are only just commencing their careers.

Much of this activity is not required to be reported
and is therefore unlikely to be widely understood
within government. However, this connectivity
will continue to grow and the broader benefits

to both industry and academia will begin to
become apparent.
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UA agrees with ACGR that the current positive
changes already underway could be supported
by some simple and pragmatic changes to the
Research Training Program (RTP):

the removal of the 18-month restriction

on the RTP internship weighting.

allowing RTP stipends to be partially supported
by an industry partner (currently not allowed
under the guidelines).

Increased PhD stipends (funded through the RTP).

Paper 6: Government as an exemplar

Which of our proposals work well?

Universities Australia (UA) is strongly supportive
of the practical measures described in the issues
paper to position the Australian Government

to lead by example in the use and uptake of
Australian research. We acknowledge that this

is completely aligned with recommendation 25.a
of the Australian Universities Accord Final Report.

In particular, leveraging government procurement
processes through innovation related targets and
the use of markers and weightings to prioritise
R&D active businesses could significantly move
the needle.

We are also supportive of the simplification of
government grant application processes and
a focus on improved data collection.

What should be improved and how?

Universities Australia would be keen to engage
more deeply with respect to the implementation

of the Future Made in Australia program to ensure
that our members understand how they can engage
with this significant government priority area.

Afurther area for consideration could be how

the proposed national coordination mechanism
described in issues paper 1 could have arole in
supporting government to be a more active user of
Australian research (beyond the challenge-based
procurements mentioned in this paper).

A
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