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INTRODUCTION 

AIRTO, the Association of Innovation, Research & Technology Organisations, represents the UK’s extensive 

Innovation, Research and Technology (IRT) sector, which employs 57,000 highly skilled people, has a combined 

annual turnover of £6.9Bn and contributes £34Bn to UK GDP. AIRTO has approximately 60 organisations in 

membership. 

Organisations in this critical sector work with government, academia and industry, (from construction to industrial 

machinery and personal protective equipment to food and space technology) to promote and support the 

introduction of innovation to the full range of industrial sectors, and to provide technical solutions to new challenges 

and crises. The IRT sector is a key partner for industry in delivering the support needed for innovation driven 

economic growth.  

This response is also corroborated by evidence from the following sources: 

• HM Treasury (2024). Tax Support for Entrepreneurs: Call for Evidence. 

• HMRC (2025). Venture Capital Schemes Statistics: 2023–24. 

• HMRC (2023). Evaluation of the Enterprise Investment Scheme and Venture Capital Trusts – Executive             

Summary. 

• British Business Bank (2022). Patient Capital Review: Interim Evaluation. 

• BEIS (2017). The Innovative Firm’s Journey to Finance. 

• UK Research and Innovation (2023). UKRI Corporate Plan Update 2023–24. 

• Innovation & Research Caucus (2023). Returns to Innovate UK Grant Funding. 

• UK Research and Innovation (2024). Innovate UK Investor Partnerships Programme – Annual Report. 

• Enterprise Research Centre (2023). The Impact of Catapult Engagement on Firm Performance. 

• Compound Semiconductor Applications Catapult (2024). Impact Report 2018–2023. 

• Offshore Renewable Energy Catapult (2024). Impact Evaluation Summary 2013–2023. 

• Royal Academy of Engineering (2024). State of UK Deep Tech 2024. 
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RESPONSES TO RELEVANT QUESTIONS 

Section 1: QUESTIONS ON EFFICACY OF EXISTING SUPPORT: VCT/EIS 

7. Which types of investors are incentivised by each scheme? What pools of capital do these schemes attract?  

SEIS, EIS and VCT schemes successfully incentivise early stage private investors by offsetting financial risk. These 

mechanisms effectively mobilise capital, particularly for digital and asset light businesses with short validation cycles.   

However, they do not address the dominant non-financial risks - technical, manufacturing, industrialisation - faced 

by deep tech and R&D intensive ventures. Where these risks remain opaque, capital deployment becomes 

conservative or delayed, undermining long term scale up potential in precisely the sectors with highest strategic 

value. 

 

8. What has been the experience of founders in working with EIS investors and EIS funds? In what ways have the 

scheme supported business to scale?  

EIS performs well for founders in digital and knowledge‑intensive fields, offering early capital and investor 

confidence. Deep‑tech founders, however, face misalignment: 

• capital often arrives too early, before feasibility is proven, or 

• too late, after long validation cycles have constrained growth or forced relocation.  

This weakens EIS’s intended role in supporting scale‑up, as progress in deep‑tech depends on meeting technical and 

industrial milestones rather than rapid commercial validation. 

 

9. Does the design of the VCT scheme, and investment decisions of VCTs using it, align with the original objectives 

of the scheme to support investment in the most high-risk, high-growth scaling companies?  

While VCTs nominally target high risk, high growth ventures, investment decisions generally favour sectors where 

risks are already well understood. This produces a structural bias: 

• capital flows toward short cycle business models; 

• deep tech ventures struggle because risks in engineering, prototyping, and regulatory readiness cannot be 

mitigated by tax relief alone. 

As a result, VCT capital often arrives either too early or too late, reinforcing “cliff edges” in venture progression. 

 

10. What are the founders’ experiences with the fees charged by VCTs/EIS funds to investor companies? What are 

founders’ experiences of the investment terms offered by VCTs/EIS funds to investee companies?  

Fees and investment terms are secondary to the core issue of risk legibility: when technical or market risks are 

unclear, founders struggle to secure investment regardless of fee structure. RTOs help reduce both forms of risk 

through early technical insight and a strong understanding of market and supply chain conditions, making ventures 

more investable and reducing the due diligence burden on funds. Early stage tax advantaged capital is often 

depleted before companies reach investable proof points, and scheme limits alone cannot address this without 

stronger early validation capacity. By providing clearer evidence of feasibility and market fit earlier in the process, 

upstream RTO support both smooths progression to Series A/B and reduces the investor fees associated with 

managing residual uncertainty. 
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11. For start-ups, how does early stage VCT and EIS investment impact the ability to secure funding from other 

sources? How do the new scheme limits support that transition? 

Structural cliff edges are consistently observed between grant-funded R&D, early equity, and follow‑on investment. 

Early tax-advantaged capital is often exhausted before ventures reach investable proof points, not because capital is 

unavailable, but because technical and delivery risks remain unresolved. This severely restricts a firm’s ability to 

progress to Series A/B and beyond. 

 

12. How could these schemes be enhanced in future to better support founders, scaling companies, and the 

broader investment pipeline for the UK’s high-growth companies? 

Tax incentives reduce financial exposure but do not address the technical and delivery challenges that constrain 

deep tech investment. Their effectiveness would be significantly strengthened by embedding structured technical 

validation and industrial readiness support earlier in the pipeline - functions that RTOs already deliver, though 

currently in a fragmented manner. Enhancing these translation and progression roles would help companies enter 

investment rounds with clearer, more robust evidence of feasibility and deployment potential. 
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Section 2: QUESTIONS ON EFFICACY OF EXISTING SUPPORT: EMI 

The government wants to ensure the EMI scheme continues to deliver against its objectives. As such evidence 

would be welcomed in response to the following questions: 

 

13. Considering the new scheme limits, how effective is the current EMI scheme for founders/scaling companies in 

accessing the talent they need to grow and develop?  

For deep tech ventures, equity participation schemes such as EMI are not the primary barrier to talent attraction. 

Slow technical validation and capital intensive development cycles are more limiting than share option availability. 

 

14. How could it/the wider share scheme offer be improved to better support founders/scaling companies?  

Share scheme reforms will achieve greatest impact when paired with earlier technical and industrial validation 

support, which creates the growth conditions necessary for share incentives to operate effectively. 
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Section 3: QUESTIONS ON OPTIONS TO GO FURTHER 

In order to better understand how the tax system can support founders, entrepreneurs and scaling companies, the 

government is seeking views on the following questions: 

 

15. In what additional ways could the UK’s tax system strengthen the investment pipeline, and further encourage 

an entrepreneurial, risk-taking environment in the UK?  

Tax incentives alone cannot bridge the gap between scientific discovery and commercial scale up. Key barriers 

include: 

• technical feasibility, 

• manufacturing readiness, 

• deployment risk, 

• long development timelines.   

Embedding validation infrastructure and industrial readiness support (functions already delivered by RTOs) would 

materially strengthen entrepreneurial confidence and improve investment efficiency. Additionally, R&D tax credits 

should be provided as complementary support. For some pre-profitability companies, the ability to exchange tax 

credits for cash support has been critical in avoiding bankruptcy, emphasising the importance of pairing tax 

incentives with broader technical and financial support mechanisms. 

 

16. How can tax policy better support founders, avoiding abrupt transitions or cliff edges, which risk unintended 

consequences and hindering growth?  

Cliff edges arise when ventures move prematurely from grant funding to equity despite unresolved technical risk. 

Stronger integration of RTO provided validation into the investment pipeline would smooth transitions across: 

• grant → equity, 

• seed → scale, 

• validation → manufacturing/deployment. 

The wider policy environment also shapes how effectively these financial instruments operate. More joined up 

action across public procurement, skills and workforce development, and regulatory innovation is essential to 

support scaling firms. Improved procurement access, a stronger technical skills base and more agile regulatory 

frameworks would reinforce investor confidence and enable tax advantaged capital to be deployed more 

productively. 

 

17. What are the main factors that influence whether entrepreneurs reinvest in other start-ups or scale-ups after a 

successful business exit, and to what extent is tax an appropriate lever for encouraging this?  

Deep tech reinvestment cycles are inherently slower due to long R&D timelines and uneven return profiles. 

Enhancing confidence in early stage opportunities - via structured validation and progression pathways - will likely 

influence reinvestment behaviour more than tax changes alone. 
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18. Is tax an appropriate lever to incentivise reinvestment? If so, how can the UK tax system encourage stronger 

reinvestment activity, including through removing any existing barriers that might disincentivise this?  

Tax incentives can support reinvestment, but their effectiveness increases when paired with improvements that 

expand the stock of investable opportunities. Strengthening RTO led progression pathways would increase the 

likelihood that returns are reinvested into the UK innovation ecosystem. 

Corporate investors currently receive no equivalent to SEIS/EIS or VCT relief, limiting their willingness to take early 

stage risk. Introducing parallel incentives - through reduced corporation tax, income tax adjustments, or capital gains 

relief - would put corporates on the same footing as high net worth investors. Aligning tax treatment would remove 

pricing distortion, simplify share valuation, and encourage UK corporates to reinvest more actively in domestic start-

ups and SMEs. 

 

 

For further information, please contact:  

Dr Jane Gate, Executive Director, AIRTO Ltd: enquiries@airto.co.uk 
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