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UNLOCKING AUSTRALIA'S R&D POTENTIAL

Supporting charts and analysis

e

Gross domestic expenditure on R&D, Australia vs. peer countries
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1. New Zealand collects gross domestic expenditure on R&D data biennially. To create annual data points, the missing years have been interpolated using the average of
the preceding and following survey years.

Note: ‘Peer average’ includes a simple average of the R&D expenditure of Canada, Germany, Japan, New Zealand, Singapore, the United Kingdom, and the United States.
Source: OECD (2024) Main Science and Technology Indicators and Mandala analysis.
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Cumulative distribution of R&DTI claims
SB claimed on the R&DTI, FY21-22
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Source: ATO (2024) R&DTI 2021-22 and Mandala analysis.
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https://www.oecd.org/en/data/datasets/main-science-and-technology-indicators.html
https://www.ato.gov.au/businesses-and-organisations/income-deductions-and-concessions/incentives-and-concessions/research-and-development-tax-incentive-and-concessions/research-and-development-tax-incentive/r-d-tax-transparency-reports/r-d-tax-incentive-transparency-report-2021-22/r-d-population-overview
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R&D worker identification methodology note A job position was considered an ‘R&D position’ if it met the

. . . following inclusion criteria:
Analysis of R&D workers was conducted using Revelio Labs

data, a bespoke dataset which provides detail on the jobs * The job category associated with the position was either
and skills of the Australian workforce. The cohort of R&D ‘Scientist’ or ‘Engineer’, where these job categories are
workers used in this analysis was created based on their job determined using Revelio’s classification process.

history and associated skills. Namely, these workers must
have previously worked in an ‘R&D position’ and demonstrate
they have ‘R&D skills’.

= Furthermore, the role classification (role_k300)
associated with the position matched the roles of the
‘Scientists’ and ‘Engineers’ cohort working at the top 10
R&DTI claiming companies.

To then further reduce the cohort, we only included
workers who demonstrate they had ‘R&D skills’, by using
the Revelio’s skills data for each user. We similarly used the
skills associated with the Scientists and Engineers working
at the top 10 R&DTI claiming companies, for example, ‘R&D’.
This removed workers who did not list any of their skills

as we could not ascertain the extent to which they were
undertaking research and development.

IR

Number of R&D staff by business size
# of current R&D workers based on Australian LinkedIn profiles, 2025
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This analysis identifies
scientists and engineers who
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this nature.
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innovation in the economy,
driving productivityand
broader economic growth. 7%
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Note: It should additionally be noted that the definition of R&D workers used in this work involves only those directly performing R&D tasks in their capacity as an engineer or
scientist. In reality, for every hour of labour performed by such an R&D worker, there are a number of hours of supporting R&D labour contributed by other types of workers.
Source: OECD (2015) Frascati Manual; Australian Small Business and Family Enterprise Ombudsman (2024) Contribution to Australian Employment; Revelio data; and

Mandala analysis.
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https://www.oecd.org/content/dam/oecd/en/publications/reports/2015/10/frascati-manual-2015_g1g57dcb/9789264239012-en.pdf
https://www.asbfeo.gov.au/small-business-data-portal/contribution-australian-employment
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R&D movements between high R&DTI claiming businesses, research organisations and SMEs
Thickness of lines: # of R&D worker transitions between companies, size of company logos: S of R&D investment

- IR

Large R&D companies like
Atlassian, Cochlear, and CSL
have high connectivity and
create flows through the
R&D ecosystem.

R&D worker movement
facilitates knowledge
transfer that accelerates
discovery, reduces
duplication, and increases
productivity.
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Note: R&D movements are determined using graph theory. The R&D interactions represent edges that form the minimum spanning tree when representing R&D staff
employment transitions as a graph, with the edge weights representing the inverse of the size of the number of employment transitions.

Source: Revelio Labs and Mandala analysis.

Business R&D expenditure decision framework

R&D

Costs

v

= Costs for R&D can include labour, facilities,
inputs, and utilities which can vary by country

= Additional costs may relate to regulatory
complexity or country-specific operational risks

= Countries with lower costs may be more
attractive for R&D investment

Example policy levers

Offering grants and subsidies on R&D
== expenditure.

This report will focus on policy levers which will have an immediate, targeted impact on R&D activity in Australia

Source: Industry consultation and Mandala analysis

Productivity

v

= Productivity refers to how effective a country is
at performing R&D, and may be a result of skill
levels, agglomeration benefits, capital market
depth, and strength of institutions

= Countries with higher economy-wide
productivity may be more attractive for R&D
investment, as higher productivity can improve
the revenue potential of R&D

education, improving industrial relations

@ﬁ Attracting skilled migration, improving
0 D practices and attracting FDI

Commercialisation

Return on investment

v

= Return on investment quantifies the
profitability of R&D expenditure. The primary
lever available to government is the effective
taxation rate; adjusted by reducing the
corporate taxation rate or by offering
concessional tax treatment for R&D profits.

= Countries with lower effective taxation rates
attract R&D investment

offering concessional tax treatment for

Q Reducing corporate taxation rate by
profits from R&D

]
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EXHIBIT 18

Relative costs of R&D and productivity across economies

X-axis: cost competitiveness ranking, y-axis: productivity ranking, size: business R&D expenditure as % of GVA, 2021
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Source: OECD (2021) Value added per hour worked, SingStat (2021) Value added per hour worked; and Mandala analysis.

— IEXEE

Estimated costs and benefits of proposed recommendations over the forward estimates
Fiscal cost and GDP uplift (SB), 2026-2029

Il GDP uplift Fiscal cost

3.75
3.61
1.64
:5C 142
0.80
0.55 0.61
0.44
0.13 0.14 . 0.12
I ||
1. Simplify 2. Remove 3. Introduce 4. Introduce R&D 5. Streamline 6. Simplify R&D Total impact
R&DTI the R&DTI R&DTI commercialisation R&DTI grants for : over forward
rates cap collaboration incentive compliance business estimates
premium requirements

Source: Mandala analysis.
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https://data-explorer.oecd.org/vis?lc=en&df%5bds%5d=DisseminateArchiveDMZ&df%5bid%5d=DF_DP_LIVE&df%5bag%5d=OECD&df%5bvs%5d=&av=true&pd=2019%2C2022&dq=SGP%2BAUT%2BBEL%2BCAN%2BCHL%2BCOL%2BCRI%2BCZE%2BDNK%2BEST%2BFIN%2BFRA%2BDEU%2BGRC%2BHUN%2BISL%2BIRL%2BISR%2BITA%2BJPN%2BKOR%2BLVA%2BLTU%2BLUX%2BMEX%2BNLD%2BNZL%2BNOR%2BPOL%2BPRT%2BSVK%2BSVN%2BESP%2BSWE%2BCHE%2BTUR%2BGBR%2BUSA%2BAUS%2BOAVG.MFP%2BGDPHRWKD..USD.A&to%5bTIME_PERIOD%5d=false&vw=tb
https://www.singstat.gov.sg/find-data/search-by-theme/economy/labour-employment-wages-and-productivity/latest-data

o0

Estimated net cost of proposed policy recommendations
Fiscal cost (SB), 2026-2035

- IEDE

Estimated annual costs of proposed policy recommendations
Fiscal cost (SB), 2026-2035

— IEIEN
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Forward estimates

Medium term

FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 Total
Total costs (fiscal outlay) 0.45 0.50 1.22 1.44 1.56 1.67 1.80 1.81 1.83 1.84 14.12
Total benefits (GDP uplift) 0.16 0.63 114 1.81 2.30 7.84 9.38 15.13 19.04 19.73 7715
Total additional tax revenue 0.03 0.12 0.22 0.34 0.44 1.49 178 2.87 3.62 3.75 14.66
Net cost to government 0.42 0.39 1.00 1.09 112 0.19 0.01 -1.06 -1.79 -1.91 -0.54

Note: Tax revenue has been estimated by applying the average ratio of Commonwealth Government taxation revenue to GDP (adjusted for inter-governmental transfers)

to the estimated GDP uplifts.
Source: Mandala analysis.

Forward estimates

Medium term

Recommendation FY26  FY27  FY28  FY29  FY30  FY3l  FY32 FY33 FY34 FY35  Total
1. Simplify the R&DTI rates 037 037 037 037 037 037 037 037 037 037 374
2. Remove the R&DTI cap 002 003 004 005 005 006 008 009 O 012 065
SlpiicducelRanilicollaboration 005 010 015 025 025 025 025 025 025 025 206
premium
pLcdlicolRS D 0.00 000 066 077 088 099 109 109 109 109 766
commercialisation incentive
& Siifeanilie READT A EmeE 000 000 000 000 000 000 000 000 000 000 000
requirements
& STy (RAD G ey 000 000 000 000 000 000 000 000 000 000 000
business
Total 045 050 122 144 156 167 180 18 183 184 1412

Source: Mandala analysis.

Estimated annual benefits of proposed policy recommendations

GDP uplift (SB), 2026-2035

Forward estimates

Medium term

Recommendation FY26  FY27  FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35  Total
1. Simplify the R&DTI rates 0.07 0.31 053 074 085 446 540 554 533 496 2819
2. Remove the R&DTI cap 0.00 002 004 006 007 035 042 043 0.41 0.39 219
& e el R el el oo 004 015 026 035 042 049 053 286 348 360 1217
premium
Ablliies e et ) 0.00 0.00 0.08 0.36 0.61 0.84 0.98 419 7.80 890 2377
commercialisation incentive
& Siicemliie RV e Emee 0.02 0.1 0.20 0.27 0.32 1.67 2.02 2.07 1.99 1.85 10.53
requirements
& iy [RAD G EIS els 003 003 003 003 003 003 003 003 003 003 030
business
Total 0.16 0.63 114 1.81 230 7.84 938 1513 19.04 1973 7715

Source: Mandala analysis.
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Estimated annual additional tax revenue from proposed policy recommendations
Tax revenue to Commonwealth Government (SB), 2026-2035

Forward estimates Medium term
Recommendation FY26  FY27  FY28 FY29  FY30  FY31 FY32 FY33 FY34 FY35  Total
1. Simplify the R&DTI rates 0.00 0.00 0.01 0.01 0.01 007 008 008 008 007 0.42
2. Remove the R&DTI cap 0.01 0.06 0.10 0.14 0.16 0.85 1.03 1.05 1.01 0.94 5.36
sllmireelies AR sl Elem e 000 000 002 007 012 016 019 080 148 169 452
premium
Aol irEEles (D 0.00 0.02 0.04 0.05 0.06 0.32 0.38 0.39 0.38 0.35 2.00

commercialisation incentive

5. Streamline R&DTI compliance

! 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.06
requirements
&, SRy RAD s e 0.01 0.03 0.05 0.07 0.08 0.09 0.10 0.54 0.66 0.68 2.31
business
Total 0.03 0.12 022 034 044 1.49 1.78 287 362 375 1466

Note: Tax revenue has been estimated by applying the average ratio of Commonwealth Government taxation revenue to GDP (adjusted for inter-governmental transfers)
to the estimated GDP uplifts.
Source: Mandala analysis.

Estimated business expenditure on R&D uplift
Business expenditure on R&D (SB), current (2021-22) and average annual uplift over 10 years

+9.5%

Current business expenditure on R&D Business R&D expenditure uplift New business R&D expenditure
from proposed recommendations

Note: R&D uplift is calculated as the average increase in business expenditure on R&D over the next 10-years from implementing the proposed recommendations.
Source: OECD (2024) Main Science and Technology Indicators and Mandala analysis.
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https://www.oecd.org/en/data/datasets/main-science-and-technology-indicators.html
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EXHIBIT 25

Business R&D intensity, Australia vs international peers
Business R&D expenditure as a % of GDP, 2021

1.8%
0.2%
5% o1%
Australian business R&D Uplift from proposed Remaining R&D intensity gap Peer countries
intensity (controlling for recommendations business R&D intensity

industry composition)

Note: Industry composition adjustment made by applying Australian industry R&D intensities to peer average industry composition.
Source: Mandala analysis.
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