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2017 OECD STI Scoreboard12 
R&D tax incentive notes 

 
R&D tax incentive indicators: Chapter 1 & 4 

 
1.70 Direct funding and tax incentive support for business R&D by SMEs, 2015 

As a percentage of government support for BERD in each category 
 
Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 
Statlink: http://dx.doi.org/10.1787/888933618175  
 
General notes 

 This is an experimental indicator. International comparability may be limited, e.g. due to variations in 
SME definitions for business R&D vs. R&D tax relief reporting purposes. For more information on R&D 
tax incentives, see http://oe.cd/rdtax. 

 For BERD and government funded BERD, SMEs figures generally refer to enterprises with 1-249 
employees (i.e. excluding firms with zero employees), unless specified otherwise. A number countries 
adopt additional criteria to define SME status. Independence is one relevant criterion which is 
currently adopted only by few countries (e.g. Canada, United Kingdom) in reporting government 
funded BERD and R&D tax support by firm size. This further limits international comparability. For 
SME definitions, see country-specific notes. For Austria, Finland and Norway, figures refer to small 
enterprises rather than SMEs. 

 Coverage limited to countries for which relevant data on direct funding of BERD and tax incentive 
support for R&D by firm size are available for 2015 (or closest year). New Zealand is not included as 
R&D tax incentive support is limited to R&D tax losses (100% of this support is provided to SMEs).   

 For the Czech Republic, Finland, Hungary, Japan, Latvia, Netherlands, Norway, Portugal, Slovenia, 
Spain, and the United Kingdom, figures refer to 2014 instead of 2015. For Canada, France, Greece and 
the United States, figures refer to 2013. 

 For Austria, France, Latvia, the United Kingdom preliminary R&D tax incentive estimates are reported 
for 2015 (or closest year).  

 Estonia, Germany, and Switzerland did not provide expenditure-based R&D tax incentives in 2015 (or 
closest year). 

 R&D tax incentive estimates do not cover sub-national and income-based R&D tax incentives and are 
limited to the business sector (excluding tax incentive support to individuals). Data refer to estimated 
initial revenue loss (foregone revenues) unless otherwise specified.  

 R&D tax incentive estimates refer to the cost of incentives for business expenditures on R&D, both 
intramural and extramural, unless otherwise specified. Direct support figures refer only to intramural 
R&D expenditures. 

  

                                                           
1 This document and any map included herein are without prejudice to the status of or sovereignty over any territory, to the delimitation of 
international frontiers and boundaries and to the name of any territory, city or area.  
2 The Statistical data for Israel are supplied by an under the responsibility of the relevant Israeli authorities or third party. The use of such data by 
the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the terms of 
international law. 

http://oe.cd/rdtax
http://dx.doi.org/10.1787/888933618175
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Country specific notes   

Country Details 

Austria Figures refer to small enterprises with 1-49 employees. R&D tax relief estimates, on a 
cash basis, refer to the refundable research premium in 2015. Direct support figures, 
available for 2013, partially include the cost of R&D tax support.  

Canada Figures refer to SMEs with 1-249 employees (direct support) and to CCPCs, Canadian 
Controlled Private Corporations (R&D tax support). For a definition of CCPCs, see 
http://www.cra-arc.gc.ca/txcrdt/sred-rsde/clmng/glssry-eng.html#cndn. R&D tax 
relief estimates, on a cash basis, refer to the scientific research and experimental 
development tax credit for current R&D expenditures. They do not reflect the cost of 
provincial governments' R&D tax incentives provided by many Canadian provinces in 
order to ensure the comparability of R&D tax incentive estimates across countries. 
Estimates for the cost of accelerated depreciation provisions are not available.   

Czech Republic Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on a cash basis, 
refer to the R&D tax allowance scheme introduced in 2005. 

Estonia Figures refer to SMEs with 1-249 employees. No R&D tax incentives in 2015. 
Finland Figures refer to small enterprises with 1-49 employees. R&D tax relief estimates refer 

to the R&D tax allowance for R&D labour costs, provided on an experimental basis 
over the tax years 2013 and 2014. 

France Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on an accrual 
basis, refer to the crédit d'impôt recherché, and exclude special provisions for social 
security contributions by young and innovative firms (JEIs) and young university 
enterprises (JEU). Estimates for the cost of accelerated depreciation incentives for 
capital R&D are not available. 

Germany Figures refer to SMEs with 1-249 employees. No R&D tax incentives in 2015. 
Greece Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on an accrual 

basis, refer to the R&D tax allowance. 
Hungary Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, refer to the 

R&D tax allowance but exclude special provision for social security and vocational 
training contributions for researchers (including Ph.D. students and doctoral 
candidates), the innovation contribution related R&D tax allowance and the R&D tax 
credit on R&D wages. 

Japan Figures refer to SMEs with 1-249 employees (direct support) and to firms with a 
stated capital does no larger than JPY 100 million (R&D tax support). R&D tax relief 

estimates are on a cash and final revenue loss basis. 
Latvia Figures refer to SMEs with 10-249 employees (direct support) and to SMEs with 1-249 

employees (R&D tax support). R&D tax relief estimates refer to the R&D tax allowance on 

current R&D expenditures introduced in 2014.  
Netherlands Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on a cash basis, 

refer to the WBSO payroll tax credit for R&D wage cost and non-R&D wage related 
costs and expenses attributable to R&D. 

Norway Figures refer to small enterprises with 10-49 employees (direct support) and to small 
enterprises with 1-49 employees (R&D tax support). R&D tax relief estimates for the 
fully refundable SKATTEFUNN R&D tax incentive cover current and machinery costs. 

Portugal Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on an accrual 
basis, refer to the SIFIDE-II R&D tax credit. 

Slovak Republic Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on an accrual 

http://oe.cd/rdtax
http://www.cra-arc.gc.ca/txcrdt/sred-rsde/clmng/glssry-eng.html#cndn
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Country Details 

basis, refer to the R&D tax allowance scheme introduced in 2015.  
Slovenia Figures refer to SMEs with 1-249 employees. R&D tax relief estimates, on an accrual 

basis, refer to the R&D tax allowance scheme. 
Spain Figures refer to SMEs with 1-249 employees. R&D tax relief estimates refer to the 

R&D and innovation tax credit, including support for technological innovation. 
According to data from a non-random subset of firms (Informes Motivados), this 
accounts for more than 45% of all qualifying expenditures and nearly 20% of all 
deductions. Estimates do not include the cost of the accelerated depreciation 
provision for R&D capital and allowances for employers' social security contributions 
which was less than EUR 1 million when introduced in 2007. 

Switzerland Figures refer to SMEs with 1-249 employees. No R&D tax incentives in 2015. 
United Kingdom Figures refer to SMEs with 1-499 employees. R&D tax relief estimates, on an accrual 

basis, refer to the Research & Development Relief for Corporation Tax and the 
Research and Development Expenditure Credit (RDEC) scheme for large companies, 
introduced for expenditure incurred on or after 1 April 2013. Estimates for the cost of 
accelerated depreciation provisions are not available. 

United States Figures refer to SMEs with 1-249 employees (direct support) and to enterprises with 
gross receipts of less than USD 50 million (R&D tax support). R&D tax relief estimates 
refer to the federal research and experimentation tax credit (only corporations). For 
international comparability, the cost of allowing for the expensing of research and 
experimentation expenditures is not included. 

 
 
***

The following notes apply to the four indicators listed below subject to variations in year and country coverage 

 
1.71 Business R&D intensity and government support to business R&D, 2015 

As a percentage of GDP 
 
Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 

Statlink: http://dx.doi.org/10.1787/888933618194 
 

1.72 Changes in government support to business R&D and total business expenditures on R&D,  
2006-2015 

Annualised absolute changes of figures as a percentage of GDP 
 
Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 

Statlink: http://dx.doi.org/10.1787/888933618213 
 

4.6.1 Direct government funding and tax support for business R&D, 2015 
As a percentage of GDP 

 
Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 

Statlink: http://dx.doi.org/10.1787/888933619410 
4.6.2 Change in government support for business R&D through direct funding and tax incentives,  

2006-15  
As a percentage of total support 

http://oe.cd/rdtax
http://dx.doi.org/10.1787/888933618194
http://dx.doi.org/10.1787/888933618213
http://dx.doi.org/10.1787/888933619410
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Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 

Statlink: http://dx.doi.org/10.1787/888933619429 
 
General notes 

 For Canada, Chile, France, Latvia, Lithuania, Netherlands, Norway, Portugal, Romania, Spain and the 
United Kingdom, preliminary R&D tax incentive estimates are reported for 2015 (or closest year). 
Figures are rounded to the second decimal unless rounding would result in a value of zero. 

 For Belgium, Brazil, Bulgaria, France, Greece, Iceland, Ireland, Israel, Sweden, Turkey and the United 
Kingdom, figures refer to 2014 instead of 2015. For Australia, China, the Russian Federation and the 
United States, figures refer to 2013. For South Africa figures refer to 2012 instead of 2015. 

 For Argentina, Belgium, Denmark, Korea, Mexico, Slovenia and Sweden, figures refer to 2007 instead 
of 2006. For Chile, New Zealand, Switzerland and Turkey, figures refer to 2008, and for China, figures 
refer to 2009 instead of 2006. For the Russian Federation and the Slovak Republic, figures refer to 
2010, and for Iceland, figures refer to 2011 instead of 2006. 

 In 2015 (or closest year), estimates of direct funding for Austria, Belgium, Italy and Portugal are based 
on imputing the share of direct government-funded BERD in the previous year to the current ratio of 
BERD to GDP.  

 In 2006 (or closest year), estimates of direct funding for Brazil, Greece and the Netherlands are based 
on imputing the share of direct government-funded BERD in the previous year to the current ratio of 
BERD to GDP. For New Zealand, the 2008 figure of direct government support for BERD is an average 
of 2007 and 2009 values. 

 In Austria and South Africa, R&D tax incentive support is included in official estimates of direct 
government funding of business R&D. It is removed from direct funding estimates to avoid double 
counting. In the case of South Africa, where the overlap of estimates cannot be identified based on 
available budget data, this transformation was not undertaken. 

 In 2015 (or closest year), Bulgaria, Estonia, Finland, Germany, Mexico and Switzerland did not provide 
expenditure-based R&D tax incentives. For Israel, the R&D component of incentives cannot be 
identified separately at present. No data on the cost of expenditure-based R&D tax incentive support 
are currently available for Croatia, Poland and Sweden. 

 Estimates do not cover sub-national and income-based R&D tax incentives and are limited to the 
business sector (excluding tax incentive support to individuals). Data refer to estimated initial 
revenue loss (foregone revenues) unless otherwise specified.  

 Estimates refer to the cost of incentives for business expenditures on R&D, both intramural and 
extramural, unless otherwise specified. Direct support figures refer only to intramural R&D 
expenditures, except for Brazil. 

Country specific notes 

Country Details 

Argentina Estimates, based on data provided by MINCyT (Ministerio de Ciencia, Tecnología e 
Innovación Productiva), refer to the tax credit for R&D projects and exclude non-
R&D-specific tax credits awarded as part of the same call (i.e. "Technological 
modernization", "Technological services" or "Advisory services"). Estimates reflect 
the value of tax credits of R&D projects approved by Fondo Tecnológico Argentino 
(FONTAR), and may thus potentially overstate the actual cost of R&D tax support. 

Australia Estimates, on an accrual basis, refer to R&D Tax Incentive, as published in the 

http://oe.cd/rdtax
http://dx.doi.org/10.1787/888933619429
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Country Details 

Taxation Expenditures Statement. The R&D Tax Incentive replaced the previous 
R&D Tax Consession from July 2011 onwards. 

Austria Estimates, on a cash basis, refer to the refundable research premium. 2006 also 
includes an R&D tax allowance, which was abolished in 2011. Break in BERD data 
series in 2006. 

Belgium Estimates, on an accrual basis, refer to the R&D tax credit and the payroll 
withholding tax credit for young innovative companies, private companies and 
partnership agreements with universities. They exclude the investment deduction 
for environmental projects as the R&D component cannot be identified. Break in 
BERD data series in 2012.  

Brazil Estimates, based on data from the Ministry of Science, Technology, Innovation and 
Communications (MCTIC), refer to the R&D tax allowance. Direct funding estimates 
for Brazil based on national sources. 

Bulgaria No R&D tax incentives in 2015 (or closest year). 
Canada Estimates, on a cash basis, refer to the scientific research and experimental 

development tax credit for current R&D expenditures (expenditures of a capital 
nature or expenditures for the right to use capital property (lease) do not qualify 
for SR&ED tax incentives if incurred after 2013). They do not reflect the cost of 
provincial governments' R&D tax incentives provided by many Canadian provinces 
in order to ensure the comparability of R&D tax incentive estimates across 
countries. Estimates for the cost of accelerated depreciation provisions are not 
available.  

Chile Estimates, on a cash basis, partially include baseline tax deductions taking a 100% 
deduction of current R&D expenditure as benchmark (a 65% allowance applies in 
Chile). The estimate for 2015 refers to the tax credit for intramural and extramural 
R&D (Law 20.570). The estimate for 2008 refers to the R&D tax credit for 
extramural R&D (Law 20.241) which was replaced by the former tax credit in 
September 2012. Break in BERD data series in 2009 and 2013. 

China Estimates are based on responses by firms to the 2013 national R&D survey. No 
further details were provided. Break in BERD data series in 2009. 

Croatia Estimates of the cost of R&D tax relief in 2015 (or closest year) are not available. 
Croatia offered an R&D tax allowance scheme (state aid for research and 
development) from 2007 to 2014. 

Czech Republic Estimates are on a cash basis.  
Denmark Estimates refer to the cost of accelerated depreciation of R&D capital. The 

estimate for 2015 further reflects the value of the R&D tax credit for deficit related 
R&D expenditures. Break in BERD data series in 2007. 

Estonia No R&D tax incentives in 2015 (or closest year). 
Finland No R&D tax incentives in 2015 (or closest year). 
France Estimates, on an accrual basis, refer to the Crédit d'Impôt Recherche (CIR) and 

special provisions for social security contributions by young and innovative firms 
(JEIs) and young university enterprises (JEU), but exclude the cost of accelerated 
depreciation incentives for capital R&D. Break in BERD data series in 2006. 

Germany No R&D tax incentives in 2015 (or closest year). 
Greece Estimates, on an accrual basis, refer to the R&D tax allowance. Break in BERD data 

series in 2011. 

http://oe.cd/rdtax
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Country Details 

Hungary Estimates refer to the R&D tax allowance, the innovation contribution related R&D 
tax allowance and payroll withholding tax remission (special provision for social 
security and vocational training contributions for researchers, including Ph.D. 
students and doctoral candidates), but exclude the local business tax allowance. 
No figures are available for the R&D component of the tax incentive for capital 
development.  

Iceland Estimates refer to the R&D tax credit providing a deduction of eligible R&D 
expenses from the income tax at an enhanced rate of 20 percent. No further 
details were provided. Break in BERD data series in 2011 and 2013. 

Ireland Estimates, on a cash basis, refer to the R&D tax credit on current, machinery and 
buildings expenditures. 

Israel The R&D component of tax incentives cannot be identified separately at present. 
Italy Cash-based estimate for 2015 (year of accrual) refers to the following tax credits: 

R&D tax credit for SMEs (Law 449/1997), volume-based tax credit for R&D 
collaborations with universities and public research consortia (Law 449/1997), 10% 
volume-based R&D tax credit (Law 296/2006), incremental R&D tax credit for 
collaboration (L.70/2011), R&D tax credit for research wages (Law 83/2012), and 
an incremental R&D tax credit of 25-50% (Legge di Stabilità 2015, Article 7). The 
estimate for 2006 refers to the R&D tax credit for SMEs (Law 449/1997) and the 
volume-based tax credit for R&D collaborations with universities and public 
research consortia (Law 449/1997). 

Japan Estimates are on a cash and final revenue loss basis. 
Korea Estimates refer to the tax credit for research and human resources development  

and the R&D investment credit. No details available on cost estimates. Break in 
BERD data series in 2007. 

Latvia Estimates refer to the R&D tax allowance on current R&D expenditures introduced 
in 2014.  

Lithuania Estimates, on an accruals basis, refer to the R&D tax allowance on current R&D 
expenditures, available since 2008. Estimates for the cost of accelerated 
depreciation provisions are not available. 

Mexico No R&D tax incentives in 2015 (or closest year). The 2007 estimates reflects the 
value of the volume-based R&D tax credit, available in Mexico from 2001-2009 and 
converted into direct assistance in 2009. Break in BERD data series in 2007. 

Netherlands Estimates, on a cash basis, refer to the WBSO payroll tax credit for R&D labour and 
to the R&D tax allowance (RDA) for non-labour related R&D expenditures which 
was introduced in January 2012. Break in BERD data series in 2011 and 2012. 

New Zealand 
 

Estimates refer to the tax credit for research and development tax losses, effective 
as of April 2015. The estimate for 2008 refers instead to the temporary R&D tax 
credit introduced by New Zealand on an experimental basis in 2008.  

Norway Estimates for the fully refundable SKATTEFUNN R&D tax incentive cover current 
and machinery costs. 

Poland 
 

Estimates for the cost of accelerated depreciation provisions and tax deductions 
for R&D Centres are not available. New Technology Tax Relief scheme for the 
acquisition of intangible assets is excluded as it does not necessarily apply to R&D. 

Portugal Estimates, on an accrual basis, for the SIFIDE-II tax credit which includes current 
and R&D-related capital expenditures. 

http://oe.cd/rdtax
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Country Details 

Romania The estimate for 2015 refers to the R&D tax allowance on current and depreciation 
related R&D expenditures. Estimates for the cost of accelerated depreciation 
provisions are not available. Break in BERD data series in 2011. 

Russian 
Federation 

Figures, based on data published by the Ministry of Finance of the Russian 
Federation, refer to the R&D tax allowance, accelerated depreciation provision for 
R&D capital and the R&D tax credit, which covers value-added tax exemptions on 
R&D and property tax credits for national R&D centres and organisations 
implementing state-approved R&D projects. No estimates are available for the cost 
of reductions in social security contributions.  

Slovak Republic 
 

Estimates, on an accrual basis, refer to the R&D tax allowance scheme restricted to 
grant recipients (Tax relief for subsidy recipients: Income Tax Act §30b). The 
estimate for 2015 also includes the R&D superdeduction introduced that year. 

Slovenia Estimates, on an accrual basis, refer to the R&D tax allowance scheme. Break in 
BERD data series in 2008 and 2011. 

South Africa  
 

Figures, on a cash basis, refer to the R&D tax allowance and are based on the 
National Budget Review 2016. 

Spain Figures refer to the R&D and innovation tax credit, including support for 
technological innovation. According to data from a non-random subset of firms 
(Informes Motivados), this accounts for more than 45% of all qualifying 
expenditures and nearly 20% of all deductions. Estimates do not include the cost of 
the accelerated depreciation provision for R&D capital. The estimate for 2015 also 
refers to allowances for employers' social security contributions, introduced 
through Royal Decree 475/2014 of 13 June. Break in BERD data series in 2008. 

Sweden Estimates for the cost of the partial exemption of social security contributions for 
R&D employees introduced in Sweden in 2015 are not yet available. 

Switzerland No R&D tax incentives in 2015 (or closest year). 
Turkey Estimates, on a cash basis, refer to deductions for current R&D and machinery 

expenditures in eligible R&D centres and companies (R&D discount under 
Corporate Tax Law and Law No 5746) and to partial relief on social security 
contributions. Figures may include the cost of standard deductions for current R&D 
expenditures and may therefore overstate tax support in relation to other 
countries. Estimates for the cost of accelerated depreciation provisions are not 
available. 

United Kingdom Estimates, on an accrual basis, refer to the Research & Development Relief for 
Corporation Tax, and the Research and Development Expenditure Credit (RDEC) 
Scheme for large companies, introduced for expenditure incurred on or after 1 
April 2013. Estimates for the cost of accelerated depreciation provisions are not 
available.  

United States 
 

Estimates refer to the federal research and experimentation tax credit (only 
corporations), based on SOI corporate tax return data. For international 
comparability, the cost of allowing for the expensing of research expenditures is 
not included. Break in BERD data series in 2008. 

 
4.6.3 Tax subsidy rates on R&D expenditures, 2017 

1-B-Index, by firm size and profit scenario 
 

http://oe.cd/rdtax
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Source: OECD, R&D Tax Incentive Indicators, http://oe.cd/rdtax, July 2017. 

Statlink: http://dx.doi.org/10.1787/888933619448 
 
 
General notes 

 This is an experimental indicator based on quantitative and qualitative information representing a 
notional level of tax subsidy rate under different scenarios. It requires a number of assumptions and 
calculations specific to each country. International comparability may be limited.  

 The tax subsidy rate is calculated as 1 minus the B-index, a measure of the before-tax income needed 
to break even on USD 1 of R&D outlays (Warda, 2001). It is based on responses from national 
finance/tax/innovation authorities and R&D statistical agencies to the OECD questionnaire on R&D 
tax incentives and also draws on other publicly available information.  

 As a measure of the marginal cost of R&D to users, the B-index is estimated based on marginal tax 
credit (allowance) rates. Whenever caps and thresholds applied to eligible R&D expenditure or the 
amount of R&D tax relief, an attempt was made to compute weighted marginal tax credit (allowance) 
rates for SMEs and large firms, using available data or proxy measures for the distribution of eligible 
R&D spending. Weighted marginal tax credit rates reflect the magnitude of marginal tax credit rates 
applicable to an extra unit of R&D spend across the firm population (e.g. SMEs or large enterprises). 
They are likely to differ from average tax subsidy rates as companies may surpass established R&D 
expenditure or R&D tax relief thresholds (cap). 

 Estimates allow for differences in the treatment of the various components of R&D expenditures: 
current (labour, other current) and capital (machinery and equipment, facilities/buildings) 
expenditures. A common 60:30:5:5 percentage distribution of labour, other current, machinery and 
equipment, and building expenditures is applied based on average estimates for OECD countries 
(www.oecd.org/sti/rds).  

 Benchmark tax data information, including statutory corporate income tax rates (non-targeted and 
small business corporate income tax rates), is obtained from the OECD Tax Database, May 2017, and 
public sources for non-OECD countries. The model accounts for targeted, SME-specific corporate 
income tax rates in Australia, Brazil, Canada, Japan, Korea and the Netherlands. 

 Expenditures on capital assets used for R&D are depreciated over their useful life, using a straight-line 
or declining balance depreciation method, as applicable. Estimates of the net present value of 
provisions relating to R&D capital expenditures draw on information about the benchmark tax 
treatment of capital expenditures, as collected through the OECD-NESTI questionnaire on R&D tax 
incentives, and the OECD Centre for Tax Policy and Administration questionnaire on the tax 
treatment of the creation, acquisition and use of knowledge capital. Estimates of tax subsidy rates are 
fairly robust to different choices of sources and methodologies because of the small weight of this 
component in eligible R&D expenditures. 

 R&D tax allowances are deducted from taxable income, while R&D tax credits are applied against 
corporate income tax payable (as is the case for payroll withholding tax incentives and wage taxes). 
R&D tax benefits are taxable in Australia, Canada, Chile, the United Kingdom (Above-the-line tax 
credit for large enterprises) and the United States. Exemptions of payroll withholding tax and social 
security contributions are effectively taxable as they reduce the amount of expenditure deductible 
from taxable income. 

 The model excludes incentives related to personal income, value added, property taxes, as well as 
taxes on wealth and capital and other forms of direct government support (grants and subsidies). 

http://oe.cd/rdtax
http://dx.doi.org/10.1787/888933619448
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Some countries remove in part or in full R&D expenditures funded through grants. These differences 
have not been modelled in the calculations. 

 Unless otherwise specified, figures refer to “representative” firms in their class for which caps or 
ceilings that limit the amount of eligible expenditures or tax support are not applicable. Ceilings on 
the amount of eligible R&D expenditure or R&D tax relief exist in Australia, Austria (subcontracted 
R&D), Chile China (subcontracted R&D), Denmark, France (subcontracted R&D), Hungary, Iceland, 
Ireland (subcontracted R&D), Italy, Japan, Korea, Netherlands (WBSO), Norway, Portugal (incremental 
tax offset), Russian Federation, Slovak Republic (volume-based R&D tax allowance), Spain, Sweden, 
Turkey (R&D tax allowance: subcontracted R&D), the United Kingdom and the United States. A 
minimum R&D expenditure threshold determines eligibility for R&D tax relief in Australia, Chile, 
Hungary (R&D tax credit), Iceland and Italy. The rate of R&D tax relief varies below and above a 
certain level of qualified R&D expenditure (two level incentives) in Canada (CCPCs), France and the 
Netherlands (WBSO).  

 The B-index for the profit scenario assumes that the “representative firm” generates a sufficiently 
large profit to achieve the incentive’s full potential benefit. An adjusted B-index is reported for a loss-
making firm that is unable to claim tax benefits in the reporting period, using an adjusted effective 
tax rate that takes into account refundability and carry-forward provisions.  

 Refunds are generally modelled as immediate and full payment of tax incentive claims unless excess 
claims are payable over time and require discounting.  

 Carry-forwards are modelled as discounted options to claim the incentive in the future, assuming a 
constant annual probability of returning to profit of 50% and a nominal discount rate of 10%.  

 For simplicity, loss-making firms are assumed to enjoy an infinite carry-forward of standard 
deductions of current R&D expenditures and depreciation expenses arising from the use of 
machinery, equipment and buildings in R&D, unless expenditures are refundable.  

 The definitions of SMEs and large firms vary across countries and may also vary over time. In Belgium, 
France, the Netherlands, Portugal, Spain and the United States, special tax incentive provisions are 
available for young innovative firms, start-ups and innovative SMEs, as a subgroup of the SME 
population. The chart displays tax subsidy rates for large firms and SMEs. SME subgroup-specific B-
indices are reported in the country notes below. 

 Estimates are not included for Estonia and Israel, as insufficient detail was available in order to carry 
out calculations for representative firms in the relevant categories.  

 Figures for Finland, Germany, Luxembourg and Switzerland, which apply no special treatment to R&D, 
reflect the value (or lack thereof) of available allowances for current and capital expenditures. 

Country specific notes 

Country Details 

Australia Figures refer to the R&D tax offset, which is only refundable for SMEs. Eligible R&D 
expenditure is capped at AUD 100 million since early 2015. This ceiling is not 
binding for SMEs. For large firms, a weighted tax credit rate has been estimated 
based on information on the proportion of large firms’ expenditure above the AUD 
100 million cap, averaging over 2011-12 and 2012-13 corporate tax return data. 
Indefinite carry-forward provisions are modelled.  

Austria Figures refer to the fully refundable research premium. For R&D performed from 
2016 onwards, a tax credit rate of 12% applies (previously 10%). Ceiling on 
subcontracted R&D expenditure is assumed not to be binding. 

Belgium Figures refer to the R&D tax credit for capital expenditures (refundable) and the 

http://oe.cd/rdtax
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partial exemption of the payroll withholding tax (PWT). Modelled with carry 
forward and full refund after five years. It is assumed that the PWTE leads to a 
reduction of R&D wage costs of 20%, based on the 2011 estimate provided by the 
Belgian Science Policy Office (15-20% wage cost reduction at an exemption rate of 
75%) and the increased exemption rate of 80% currently applied to payroll tax 
withholdings. 

Brazil Figures refer to the R&D tax allowance scheme for current expenditures. No 
refunds or carry forward are available. 

Canada Figures refer to the SR&ED tax credit, excluding capital expenditures which ceased 
to be eligible for tax support as of 2014. For SMEs, estimates describe the position 
of Canadian-controlled private corporations (CCPCs) which are eligible for an 
enhanced tax credit rate of 35% up to an expenditure ceiling of CAD 3 million. This 
ceiling is reduced as a function of taxable income and taxable capital and is fully 
phased out once the CCPC reaches a taxable income of CAD 0.8 million or a taxable 
capital of CAD50 million. For CCPCs, weighted tax credit rates have been calculated 
for the profit and loss-making case based on information on the share of qualified 
R&D spending below and above the ceiling (Scientific Research and Experimental 
Development (SR&ED) Tax Incentive Program administrative data, 2010-13). This 
takes into account different refundability conditions for firms above the ceiling 
depending on whether they are below the phase-out range (40% refund of eligible 
expenditure for CCPCs if prior year taxable income below CAD 500,000 and prior 
year capital below CAD 10 million) or inside the phase-out range (no refund for 
CCPCs if prior year taxable income between CAD 500,000-800,000 and prior year 
capital between CAD 10-50 million). Refundability and 20-year carry-forward 
provisions are modelled, but not three-year carry-back. Provincial R&D tax 
incentives have not been modelled. 

Chile Figures refer to the new R&D tax credit scheme for intramural and extramural 
R&D, which includes accelerated depreciation provisions for R&D capital. Eligible 
R&D expenditures are capped at 15,000 UTM (monthly tax unit) or an equivalent 
of approximately USD 1 million. For SMEs and large firms, weighted tax credit rates 
have been computed based on information on the share of eligible R&D of 
companies affected by the cap. Approximate weights have been constructed based 
on 2015 R&D survey data based on total, i.e. intramural and extramural R&D 
expenditure). An indefinite carry-forward provision is modelled. 

China 
 

Figures refer to the 50% enhanced R&D tax allowance for current and capital 
depreciation expenditures. For SMEs, a preferential tax allowance rate of 75% is 
modelled, effective January 2017. Ceiling on subcontracted R&D expenditure is 
assumed not to be binding. A five-year carry-forward provision is modelled.  

Czech Republic Figures refer to the 100% enhanced R&D tax allowance scheme for current and 
machinery and equipment related depreciation expenditures, As of 2015, The R&D 
tax allowance has additionally an incremental component (10% allowance on the 
amount of eligible R&D expenditure exceeding the previous year R&D spend). A 
three-year carry-forward provision is modelled. 

Denmark 
 

Figures refer to accelerated depreciation of capital in the profit and loss scenario. 
In the loss scenario, the 22% tax credit for deficit-related current R&D tax 
expenditures, introduced in 2012, is additionally accounted for. Eligible R&D 
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expenditures are capped at DKK 25 million under this tax credit. It is assumed that 
this ceiling is not binding. An indefinite carry forward is modelled for non-current 
R&D expenditure.  

Finland No R&D tax incentives in 2017. 
France For SMEs, estimates describe the position of SMEs that do not qualify for young 

innovative enterprise (JEIs) or young university enterprise (JEUs) status, and are 
based on a headline 30% Crédit d'impôt recherche (CIR) rate, assuming that the 
ceiling on subcontracted R&D expenditure is not binding. The B-index for JEIs and 
JEUs is 0.48 (instead of 0.57 for non-JEI/JEU SMEs), taking into account special 
provisions for social security payments and assuming that the ceiling on the 
amount of exempted social security contributions is not binding. For large firms, a 
weighted marginal CIR credit rate of 18.8% is calculated across firms to reflect 
differences in the CIR treatment according to the level of eligible R&D expenditure 
above EUR 100 million (credited at 5% instead of 30%) and the extent of 
collaboration with universities and public research organisations and share of 
declared expenditure attributable to the wages of young doctors (double credit for 
extramural expenditures and wage expenditures for researchers with a Ph.D. or 
equivalent degree during the first 24 months following recruitment). The weighted 
CIR tax credit rate for large firms is based on figures reported in "Le crédit d'impôt 
recherche en 2013" (French Science and Education Ministry, April 2016). 
Refundable tax incentives for SMEs and carry-forward provisions for large firms are 
modelled taking into account the ability to claim a refund after three years. 

Germany No R&D tax incentives in 2017. 
Greece Figures refer to the 30% volume-based R&D tax allowance for current and 

machinery expenditure. A five-year carry-forward provision is modelled. 
Hungary Figures refer to the 100% enhanced allowance for R&D expenditures, excluding 

collaboration agreements with higher education institutions, the Hungarian 
Academy of Sciences or research institutions established by them (300% R&D tax 
allowance). The figures further account for the reduction of the social security 
contribution (SSC) tax from a rate of 22% to 0% for researchers and from a rate of 
11% to 0% for Ph.D. students. For SMEs and large firms, weighted SSC tax credit 
rates have been calculated based on information on the shares of eligible wage 
expenditure attributable to researchers and Ph.D. students below and above the 
gross wage expenditure ceiling of HUF 500,000, using administrative data on 
reduced social security and vocational training contributions for researchers and 
Ph.D. students in 2016. Figures do not account for the innovation contribution 
related R&D tax allowance, local business tax related R&D tax incentive and the 
development tax incentive for acquisitions of intangible assets, machinery and 
equipment and buildings used for R&D purposes. This would require more detailed 
information for modelling. The SSC exemption is modelled as refundable. In the 
case of the R&D tax allowance, a five-year carry-forward provision is modelled. 

Iceland 
 

Figures refer to the 20% volume-based R&D tax credit for current R&D and 
machinery and building depreciation expenditures. Eligible intramural R&D 
expenditures are capped at ISK 300 million per project and firm (ISK 450 million in 
the case of purchased R&D or R&D collaboration). It is assumed that this ceiling is 
not binding. A five-year carry-forward provision is modelled. 
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Ireland Figures refer to the R&D tax credit (current, machinery and buildings) and model 
the ability to claim a refund in three annual instalments. As of January 2015, the 
R&D tax credit is purely volume-based and all qualifying R&D expenditure is 
eligible for the 25% volume-based R&D tax credit. Ceiling on subcontracted R&D 
expenditure is assumed not to be binding. A one-year carry back provision is not 
modelled. 

Italy 
 

Figures refer to the incremental R&D tax credit (Legge di Stabilità 2015, Article 7) 
for current and machinery depreciation expenditures introduced on an 
experimental basis for 2015-2019. For SMEs and large firms, an R&D tax credit rate 
of 50% is applied to R&D expenditures in excess of the average R&D spend over 
the last three tax years. Tax subsidy rate figures further do not consider the 
minimum R&D spending threshold of EUR 30,000 and the R&D tax relief ceiling of 
EUR 20 million per year. It is assumed that this ceiling is not binding. A refundable 
tax incentive is modelled for SMEs and large firms taking into account the ability of 
firms to to offset earned credits against regional taxes (IRAP) and social security 
contributions. 

Japan  
 

Figures refer to the R&D tax credit for current and depreciation expenditures for 
machinery and buildings. For large firms, a volume-based credit rate of 10% is 
assumed (the rate varies between 6-10% and, as a temporary measure until FY 
2018, between 6-14%, according to the percentage change in R&D expenditures 
relative to the past 3 year average). For small firms, a 17% volume-based tax credit 
rate is adopted (the SME rate amounts to 12% and varies between 12-17% as a 
temporary measure until FY 2018, according to the percentage change in R&D 
expenditures relative to the past 3 year average). R&D tax relief under the volume-
based tax credit for intramural R&D is capped at 25% of the corporation’s national 
corporate income tax liability or the national income tax liability before the credit 
is applied. It is assumed that this ceiling is not binding. The model does not account 
for the incremental R&D tax credit, repealed in the 2017 tax reform of Japan. The 
more complex "high R&D intensity" tax credit and the volume-based tax credit for 
cooperative R&D with national R&D institutes (30%) or other non-public 
corporations (20%), have not been considered, due to lack of information on their 
relative importance and insufficient detail on applicable rates under the  "high 
R&D intensity" tax credit. Refund and carry-over provisions are not available. 

Korea For SMEs, figures refer to the volume-based R&D tax credit schemes, provided at a 
rate of 25% for current and 6% for machinery expenditures. The positions of firms 
losing SME status (reduced volume-based rate of 15% for current R&D expenditure 
in the first three taxable years following loss of SME status and 10% in the 
subsequent two tax years) and the so called "high potential enterprises" (reduced 
volume-based rate of 8% for current R&D expenditure) are not modelled. For large 
companies, figures refer to the 30% (previously 40%) incremental tax credit for 
current R&D expenditure (applied to R&D expenditures in excess of the average 
R&D spend over the last four tax years - previously, the past years R&D spend) and 
a 1% volume-based tax credit for machinery expenditure. The former is slightly 
more advantageous than the alternative volume-based tax credit, provided at a 
maximum rate of 3% (1% plus 50% of the R&D expense ratio, measured as R&D 
over revenue) in the benchmark scenarios considered here. The model further 
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does not account for the Growth Industry and Basic Technology tax credit which is 
set to expire in 2018. A five-year carry-forward provision is modelled. 

Latvia Figures refer to the 200% enhanced R&D tax allowance on current R&D 
expenditures introduced in Latvia in 2014. An indefinite carry-forward provision is 
modelled. 

Lithuania Figures refer to the 200% enhanced R&D tax allowance on current R&D 
expenditures and an accelerated depreciation provision for R&D capital assets, 
available in Lithuania since 2008. An indefinite carry-forward provision is modelled.  

Luxembourg No R&D tax incentives in 2017. 
Mexico Figures refer to the 30% incremental R&D tax credit on current and capital R&D 

expenditures introduced in 2017. A ten-year carry-forward provision is modelled. 
Netherlands 
 

Figures refer to the WBSO payroll tax incentive on research labour costs and the 
R&D tax allowance (RDA) for non-labour related R&D expenditures which have 
been merged into a single scheme called the WBSO with effect of 2016. A 16% 
WBSO headline rate applies for companies with qualified R&D expenditure above 
EUR 350 000 and 32% rate below this threshold. For start-up companies (firms 
which have employed personnel for a maximum period of four calendar years) an 
enhanced rate of 40% applies below the EUR 350 000 threshold. The deduction of 
the R&D withholding tax credit is limited to the payroll tax liability of the tax 
period.It is assumed that neither the R&D expenditure threshold nor the R&D tax 
relief ceiling is binding, i.e. a headline rate of 32% applies for both SMEs and large 
companies. The B-index for start-up companies with a headline rate of 40% 
amounts to 0.73 (vs. 0.79 for non-start-up SMEs). 

New Zealand 
 

Figures reflect the value of available tax allowances for current and capital 
expenditures. In the loss scenario, the 28% tax credit for deficit-related R&D tax 
expenditures, introduced in 2015, is additionally accounted for. 

Norway  
 

Figures refer to the SKATTEFUNN scheme for current and machinery R&D 
expenditures. Immediate refund available. For small firms (less than 50 employees) 
and large firms (50 or more employees), the weighted marginal tax credit rate has 
been calculated according to the share of eligible R&D expenditure below and 
above the 2017 R&D expenditure ceiling of NOK 25 million (above the threshold a 
marginal tax credit rate of 0% applies instead of 18% for large firms and 20% for 
medium-sized and small firms). Approximate weights are constructed based on 
2015 R&D survey data (unweighted) on intramural R&D expenditure by firm size. It 
is assumed that the annual limit of NOK 50 million for R&D subcontracted from 
approved institutions and total qualifying R&D expenditure (sum of own and 
purchased R&D) is not binding. 

Poland 
 

Figures refer to the accelerated depreciation incentive for R&D capital (machinery 
and buildings) and the new R&D tax allowance scheme introduced in Poland in 
2016. As of 2017, a rate of 50% applies for R&D wage costs and 30% for other 
qualified R&D expenditures in the case of large companies. For SMEs, a rate a rate 
of 50% applies for all qualified R&D expenditure. 

Portugal Figures refer to the SIFIDE-II R&D tax credit for current and machinery 
expenditures. The limit on operating expenditures which qualify up to a level of 
55% of R&D wage expenditure is modelled by excluding 50% of the share of other 
current costs. For SMEs and large firms, weighted incremental tax credit rates 
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were computed based on 2015 SIFIDE-II administrative data on share of companies 
benefitting from the incremental tax incentive, and the share of those that are 
affected by the R&D expenditure ceiling of EUR 1.5 million. For start-up companies 
(firms which have not yet completed two exercises and are not benefitting from 
the incremental rate set), a B-index of 0.52 is calculated, taking into account an 
enhanced volume-based tax credit rate of 47.5%. An eight-year carry-forward 
provision is modelled. 

Russian 
Federation 
 

Figures refer to the 50% enhanced R&D tax allowance for current (including other 
current) and capital depreciation expenditures. Accelerated depreciation rates for 
capital assets used for R&D purposes are applied. Figures do not consider the 
exemption of social security contribution due to lack of information on applicable 
rates and the incidence of the R&D wage expenditure threshold. A 1-year 
(previously 10-year) carry-forward is modelled, effective 1 January 2017. 

Slovak Republic Figures refer to the volume-based and incremental (hybrid) R&D tax allowance 
scheme for current and capital expenditures introduced in January 2015. A four-
year carry-forward provision is modelled.  

Slovenia Figures refer to the R&D tax allowance for current and machinery and equipment 
expenditures. A five-year carry-forward provision is modelled. 

South Africa Figures refer to tax allowances for current R&D expenditures. Indefinite carry 
forward is assumed.  

Spain Figures refer to the hybrid tax credit for current R&D expenditure and the volume-
based, 8% tax credit for machinery expenditure. The model accounts for the 
standard and non-discounted R&D tax credit an alternative to which was 
introduced in January 2013 (fully payable R&D tax credit at a 20% discount, capped 
at EUR 3 million in the case of insufficient tax liability - this cap is raised to EUR 5m 
when the sum of R&D and technological innovation related expenses exceeds 10% 
of turnover). The hybrid R&D tax credit consist of a volume-based tax credit of 25% 
and incremental tax credit of 42% for R&D expenditure in excess of the average 
level of qualified R&D spend in the previous two years. Due to lack of information 
on the relative importance of the 17% additional bonus (42% enhanced volume-
based credit rate) for staff exclusively dedicated to R&D and the amount of R&D 
affected by the R&D tax relief ceiling, the model does not account for these two 
features of the R&D tax credit system in Spain. The amount of tax relief provided 
under various types of tax credits (including R&D) is capped at 25% of gross tax 
due if R&D tax credit related deductions amount to less than 10% of the tax due. 
Otherwise the cap is increased to 50% of the gross tax due. The estimates further 
do not account for the 40% exemption of employer social security contributions 
for qualified R&D staff which is only fully compatible with the R&D tax credit in the 
case of innovative SME. The B-index for these firms amounts to 0.56. An 18-year 
carry-forward provision is modelled. 

Sweden Figures refer to the exemption of employer social security contributions 
introduced in January 2014 at a rate of 10% of the net salary of R&D staff subject 
to a deduction ceiling of SEK 2.76 million per year and minimum pension 
contribution requirement (social security contributions net the deduction amount 
at least to the old age pension contribution of 10.21% of the salary).  It is assumed 
that minimum social security contributions are fulfilled and that the deduction 
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ceiling is not binding. 
Switzerland No R&D tax incentives in 2017. 
Turkey 
 

Figures refer to the incremental R&D tax allowance for qualifying R&D centres, 
applicable at a rate of 50% on R&D expenditure exceeding the previous year R&D 
spend. The model further accounts for the 50%, temporary compensation of firms 
for employer social security contributions made for FTE R&D staff by the Turkish 
Ministry of Finance until 2023. An indefinite carry-forward is modelled in the case 
of the R&D tax allowance. 

United Kingdom For large companies, estimates refer to the Research and Development 
Expenditure Credit (RDEC), introduced in April 2013 which offered at an enhanced 
tax credit rate of 11% is fully payable, net of tax. Estimates account for SMEs' 
ability to claim a 130% enhanced allowance rate, which is refundable. R&D tax 
relief under the R&D tax allowance scheme is capped at EUR 7.5 million per R&D 
project. It is assumed that this ceiling is not binding for SMEs. Since 2008 and for 
R&D relief purposes, an SME is defined as a company or organisation with fewer 
than 500 employees and either an annual turnover not exceeding EUR 100 million 
or a balance sheet not exceeding EUR 86 million. 

United States 
 

Figures refer to the regular research credit (RRC) and the alternative simplified 
credit (ASC), applying a 14% headline rate for the ASC. A weighted average of the 
respective B-indices is calculated, using 2013 information on their respective 
shares in total qualified R&D expenditures as weights. The calculation accounts for 
RRC claims subject to the excess base (20% marginal tax credit rate) and 50% 
current R&D expenditure limitation (10% marginal tax credit rate) and the share of 
qualified R&D that is neither eligible under the RRC nor ASC (0% marginal tax credit 
rate). It is possible that companies with specific features (size, profit and R&D 
dynamics) find it systematically more advantageous to opt for either of the 
schemes, in which cases the reported estimates will not be representative of the 
relevant type of firm. Estimates model 20-year carry-forward provisions, but not 
the one-year carry back. In the case of SMEs, the option to claim the credit against 
payroll taxes is also modelled. The estimates exclude special credits for energy 
research and basic research conducted in universities and certain non-profit 
research organisations. 
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