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28 September 2026 
 

Universities Australia’s response to the Better targeting the 
Research and Development Tax Incentive – exposure draft 
 
Universities Australia (UA) supports reforms that increase business investment in R&D and strengthen 
the pathways between research, innovation and commercialisation. The proposed changes to the 
Research and Development Tax Incentive (RDTI) are an important first step in implementing Ambitious 
Australia: Strategic Examination of Research and Development. Ambitious Australia called for system-
wide reform, not RDTI reform in isolation. Its recommendations were designed to work together across 
the research and innovation pipeline – strengthening foundational research, better supporting the 
indirect costs of research, investing in the research workforce and improving pathways to translation 
and commercialisation. Progress across that broader agenda is essential to building the pipeline of 
knowledge, people and ideas on which business R&D depends. Within that context, UA has four 
recommendations in response to the exposure draft. 
 

• Set out a clear implementation pathway for the broader Ambitious Australia reform agenda, 
including the remaining Chapter 3 measures and reforms to strengthen Australia’s research 
base and workforce (Recommendation 1). 

• Replace the proposed 10-year business age threshold with a 15-year general threshold, with 
a longer period for therapeutic goods, and provide flexibility for research-intensive firms 
with long development and commercialisation pathways (Recommendation 2). 

• Reconsider the proposed increase in the minimum R&D expenditure threshold from 
$20,000 to $50,000, taking account of its potential impact on R&D participation by startups, 
SMEs and early-stage research-intensive businesses (Recommendation 3). 

• Ensure the revised definition of eligible R&D retains support for activities necessary to 
undertake genuine experimental R&D, including prototyping, testing, validation, integration 
and scale-up, consistent with internationally recognised approaches to defining R&D 
(Recommendation 4). 

 
Taken together, these changes and the broader reforms envisaged in Ambitious Australia should 
support more business R&D, stronger commercialisation pathways and a more productive Australian 
economy. 
 

Delivering the broader Ambitious Australia reforms 
 

RECOMMENDATION 1 | Set out a clear implementation pathway for the broader Ambitious Australia 
reform agenda, including the remaining Chapter 3 measures and reforms to strengthen Australia’s 
research base and workforce. 

 
UA believes the RDTI changes should be implemented as part of the broader Ambitious Australia 
reform agenda, not in isolation. Chapter 3 paired better targeting of the RDTI with measures to 
support startups and SMEs, build innovation capability and strengthen collaboration between business 
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and the research sector. It also recognised the role larger businesses can play as research partners, 
customers, investors and acquirers of innovative Australian firms. The wider reform agenda also 
matters because business innovation depends on a strong research base, sustainable support for 
research and a skilled research workforce. Australia needs more businesses undertaking R&D, stronger 
pathways to commercialisation and better support for firms to grow and scale. The settings should 
encourage startups and SMEs to participate in R&D and collaborate with research institutions, not 
create additional barriers to doing so. 
 
Implementation should also support participation across the diversity of Australia’s research sector. 
Universities of different sizes, missions and research profiles, together with SMEs and emerging 
research-intensive businesses, can be effective partners in agile, applied and translational research. 
The reforms should minimise unnecessary administrative burden and ensure collaboration incentives 
are accessible across that diversity, including where participants have less capacity to navigate complex 
funding, tax and commercialisation arrangements. UA recognises that the broader reform agenda may 
need to be implemented over successive budgets. A clear implementation pathway should set out how 
the remaining reforms will be sequenced and how the RDTI changes fit within that wider program. This 
matters for Australia’s innovation pipeline. Settings that make it harder for Australian SMEs and 
university spinouts to undertake R&D locally risk weakening university-industry collaboration and the 
pathways through which publicly funded research is translated into commercial outcomes. 
 

Business age eligibility criterion 
 

RECOMMENDATION 2 | Replace the proposed 10-year business age threshold with a 15-year 
general threshold, with a longer period for therapeutic goods, and provide flexibility for research-
intensive firms with long development and commercialisation pathways. 

 
UA doesn’t support the proposed 10-year business age threshold for access to the refundable RDTI. 
Business age isn’t a reliable measure of innovation intensity, commercialisation maturity or the need 
for R&D support. Research-intensive firms can require sustained investment over long periods before 
research translates into commercial returns. This is particularly relevant in sectors with lengthy 
research, testing, validation and regulatory pathways, including biotechnology, medical technology, 
advanced manufacturing and other deep technologies. The proposed 15-year eligibility period for R&D 
relating to therapeutic goods recognises that these development pathways can extend well beyond 10 
years. AusBiotech estimates that almost half of life sciences RDTI claimants are more than 10 years old, 
underscoring the risk that the proposed threshold would exclude research-intensive firms still 
progressing through lengthy development and commercialisation pathways. 
 
A 15-year general threshold would better reflect the realities of research-intensive innovation. A longer 
period should continue to apply to therapeutic goods, consistent with their longer clinical and 
regulatory pathways. This would also provide greater consistency with the approach proposed through 
the Innovative Business CGT Concession, which applies a longer eligibility period to innovative firms. If 
an age-based threshold remains part of the scheme, the legislation should also provide flexibility for 
firms that can demonstrate sustained R&D intensity and long commercialisation pathways. A firm 
undertaking substantial and ongoing R&D shouldn’t be excluded solely because it has reached a 
prescribed age. 
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Minimum R&D expenditure threshold 
 

RECOMMENDATION 3 | Reconsider the proposed increase in the minimum R&D expenditure 
threshold from $20,000 to $50,000, taking account of its potential impact on R&D participation by 
startups, SMEs and early-stage research-intensive businesses. 

 
UA is concerned that increasing the minimum R&D expenditure threshold from $20,000 to $50,000 
could discourage participation by startups, SMEs and early-stage research-intensive businesses 
undertaking smaller-scale but genuine R&D. These businesses are important participants in Australia’s 
innovation system and in university-industry collaboration. At a time when Australia needs more 
businesses undertaking and scaling R&D, the settings shouldn’t create unnecessary barriers to entry. 
The Government should assess any increase in the threshold against its potential impact on R&D 
participation, business growth and collaboration across the research and innovation system. 
 

Definition of eligible R&D activities 
 

RECOMMENDATION 4 | Ensure the revised definition of eligible R&D retains support for activities 
necessary to undertake genuine experimental R&D, including prototyping, testing, validation, 
integration and scale-up, consistent with internationally recognised approaches to defining R&D. 

 
UA supports simplifying and clarifying the definition of eligible R&D activities. However, removing the 
existing category of supporting activities risks excluding work that is integral to genuine experimental 
R&D. R&D frequently involves activities beyond the central experimental step. Prototyping, materials 
preparation, testing, validation, integration and scale-up can all be necessary to undertake 
experimental work, resolve technical uncertainty and support the translation of research into 
commercial applications. These activities are becoming increasingly important as Australia seeks to 
strengthen its research and innovation capability and expand the translation and commercialisation of 
Australian research. The revised framework should focus on whether an activity forms part of the 
systematic body of work required to undertake genuine R&D, rather than considering individual 
activities in isolation. 
 
The OECD Frascati Manual provides an established international framework for this purpose. It defines 
R&D by characteristics such as novelty, uncertainty and systematic investigation. It also recognises that 
prototyping, pilot plants and testing can form part of R&D where they help resolve scientific or 
technical uncertainty. Maintaining consistency with internationally recognised approaches is important 
to the competitiveness and effectiveness of Australia’s research and innovation system. The revised 
definition should provide sufficient certainty that supporting activities remain eligible where they are 
integral to genuine experimental R&D. If further detail is required, aspects of the definition could be 
prescribed through regulations following further consultation. This would provide flexibility to clarify 
the treatment of particular activities without unnecessarily constraining the primary legislation. 
 


