
1. History

2. Global context

3. Impact

Innovation Tax: the TCJA and Section 174 in three slides

Executive Summary

For nearly 70 years, the US tax code recognized the importance of 
R&D by allowing businesses to fully deduct their R&D expenses in 
the same year they were incurred. Starting in 2022, the tax code 
has required businesses to amortize (or deduct over a period of 
years) their R&D expenses, resulting in a loss of:

• American R&D: $10.1B per year
• American jobs: 169,400 per year
• American income: $14.4B per year 

America ranked near the bottom of the OECD for R&D tax 
incentives before this change, all while China and other global 
competitors are creating super-deductions (200% in China’s case) 
to spur their own defense, tech, healthcare and other innovation 
economies. 

Bipartisan, bicameral bills are drafted. We simply need – we all 
need – Congress to act.

Sources: Ernst & Young, IRS



Businesses allowed 
to immediately 
deduct qualifying 
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Modern-day R&D Tax Credit 
created to reward American 
businesses for keeping technical 
jobs within the country and driving 
innovation within their industry 
(1981)

Protecting Americans from 
Tax Hikes Act (PATH Act) 
officially made the R&D Tax 
Credit a “permanent addition 
to the U.S. tax code” (2015)

Sources: Ernst & Young, Encyclopedia of Taxation and Tax Policy, IRS, Alliant Group 

R&D Tax Credit expired eight times 
and extended fifteen times due to its 
strategic and economic importance

The Tax Cuts and Jobs Act (TCJA) 
of 2017 required that beginning in 
tax year 2022, R&D conducted in 
the United States be amortized 
over 5 years and other R&D be 
amortized over 15 years. 
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Multiple bipartisan, bicameral 
bills introduced to fix the TCJA, 
most recently S.866 - American 
Innovation and Jobs Act and 
H.R.2673 - American Innovation 
and R&D Competitiveness Act of 
2023. Other priorities and politics 
as usual prevent their adoption.

Election Year = little 
hope for legislation

Senator Schumer once 
again hitches S.866 to 
partisan priorities while the 
House is dysfunctional.



The U.S. is now one of two developed countries requiring the amortization of R&D expenses. While America’s tax code makes R&D more 
costly, China recently expanded and made permanent a super deduction for R&D expenses, allowing companies to deduct 200% of R&D 
expenses. In fact, 17 countries, including 10 OECD countries, provide for the recovery of more than 100% of eligible R&D expenses.

The amortization requirement poses a serious threat to our national security. As the National Science and Technology Council has noted, R&D 
investments “are essential to ensure that the U.S. remains able to secure and protect the American people in the face” of other countries’ 
increasing support for R&D.”

US ranking 
before the 
TCJA

Sources: Alliant, Ernst & Young, National Defense Industrial Association, National Small Business Association

R&D tax incentives were invented and proven by the US, but we’ve been 
overtaken… and left in the dust.

200%



Impacts include the loss of millions of high-paying jobs, tens of billions 
in income, and thousands of our most innovative companies

Sources: Ernst & Young, Celdara Medical analysis

Annual loss in new defense technologies, life-saving drugs, 
myriad other innovations and global competitiveness: unknown
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We simply need Congress to act.
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