Hungary Corporate R&D Report
2013

June 2013

Foreword

I am pleased to introduce this Corporate R&D Report
prepared by Deloitte Hungary's R&D and Government
Incentives business line. Based on a survey among
medium-sized and large enterprises across Central
Europe, this is the third edition of the report.
For the ﬁrst time, this year companies from four other
Central European countries (Poland, the Czech Republic,
Slovakia and Croatia) were involved in the survey
as well as 52 Hungarian respondents. This has allowed
us to identify differences between the individual
countries and to compare the 2013 results
with previous years.
The EU’s global competitiveness in the area of R&D
and innovation has been gradually decreasing; tangible
objectives have therefore been set to increase
R&D expenditure. According to the EU's R&D
development policy targeting the period 2014 - 2020
(the Horizon2020 framework programme), it is intended
that R&D resources will grow by more than 50% across
the EU (to EUR 81 billion) compared to the current
planning period (2007-2013). Naturally, Hungary intends
to take as great a share as possible.
In harmony with the EU's R&D objectives, Hungary
also plans to renew its whole research, development
and innovation (R&D&I) strategy. According
to the commitments made in the National Reform
Programme, Hungary plans to increase GDP
proportionate R&D expenses to 1.8% and 3% by 2020
and 2030 respectively. The Government's draft R&D&I
strategy also proposes several measures to help reach
these objectives.
With a view to supporting successful delivery of these
objectives, the Deloitte survey aims to outlining
regulatory and grant policy recommendations based
on the opinions and expectations of medium and large
enterprises that are active in R&D. I hope you will ﬁnd
the report interesting and useful.

Dr. Csaba Márkus
Director
R&D and Government Incentives
Deloitte Co. Ltd.
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Key conclusions

Deloitte's 2013 Corporate R&D Survey clearly reveals
that a predictable regulatory environment is still a key
factor in shaping Hungarian companies' R&D spending,
but – unlike in former years - this is no longer the most
important criterion. It is also evident that grants
and incentives greatly facilitate the extent of R&D
spending in Hungary. Accordingly, less frequent
legislative changes affecting R&D and regular grant
opportunities would yield signiﬁcant results in increasing
corporate R&D spending.
It is a marked change from previous years that the R&D
activities of their competitors motivate companies,
and this is the factor that has gained in importance
most dynamically when compared to our earlier surveys.
At the same time, cooperation with universities and
research institutions less typically affects companies'
R&D expenses, which means that the necessity
of consortium arrangements in relation to R&D projects
does not signiﬁcantly inﬂuence companies' R&D
spending.
Even though there is widespread interest in grants, only
one third of companies active in R&D use this opportunity.
However, companies would be much keener to apply
for grants if there was a more predictable grant
calendar, with grant opportunities available for longer
(even for a year) thereby bringing down administrative
costs and time alike for potential applicants.
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Looking ahead, in addition to an extended range
of eligible costs, respondent companies believe it is
crucially important that calls for grant applications
for the next programming period (2014 – 2020)
should be issued as early as the autumn of 2013,
so as to prevent a so-called funding gap between
the current and the next programming periods.
Around one third of respondents do not know enough
about the R&D qualiﬁcation procedure, in place since
1 February 2012. Even though there is no formal
legislative background, the practical services provided
by the Hungarian Intellectual Property Ofﬁce (HIPO)
(such as meeting requests for guidance on theoretical
questions, and possible consultation with HIPO before
ﬁling the request) were judged as hugely important
by the great majority of respondents. Companies would
also welcome more realistic deadlines that make
the submission of applications and the available funds
more possible to meet. It would also be useful
if a public database was established containing
examples from the R&D activities of various industries,
complete with former decisions (taking account
of the need for conﬁdentiality) to help with the preparation
and evaluation of future qualiﬁcation requests.

Findings

R&D expenditure
Even though the sample of the survey is somewhat
different from former years, the results show a positive
trend in 2012 in R&D spending compared to previous
years, which is expected to continue in the medium
term. The proportion of companies that intend
to increase their R&D expenditure for the next few years
is growing, which is just the more true in the medium
term. 43% of the respondents expect their R&D
spending to grow in the next one or two years
compared to 2012. Looking ahead by three to ﬁve
years, this proportion goes up to 59%. The availability
of new, larger R&D grants – which companies
also expect to see in years to come – plays a signiﬁcant
role in these expected positive changes.
How would you foresee the R&D spending of your company?

70%
59.5%

60%
50%

45.9%

40%

43.2%

32.4%
in the coming 1-2 years

30%

in the coming 3-5 years

20%
10.8%
10%

8.1%

0%
Lower than in
2012

Approximately
the same as in
2012

Higher than in
2012
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The three most important external factors affecting
future R&D spending are the availability of various
grant options, the increased value of grants
and the predictability of the regulatory environment.
This latter factor, despite being of critical importance,
has slipped down the ranking of the factors hindering

R&D compared to former surveys. It is clear that there is
an urgent need for grants and incentives, which, together
with less frequent legislative changes, could greatly
contribute to the reduction of uncertainties
and obstacles and so promote the continuous growth
of R&D expenditure.

To what extent would the external factors below inﬂ uence the increase of your R&D spending in the coming year?
(the importance of the various factors are on a 4 point scale where 1 means “a factor without any inﬂuence” and 4 means “the most important factor”)

Availability of more types of beneﬁts (cash grant, tax allowance, etc.)

2.8
2.8

2.9

Greater volume of beneﬁts

2.9

Stability of the regulatory environment

3.1
3.2
3.2
3.2

2013

2.9
2.8
2.8

Availability of skilled R&D resources

2.7
2.7

Greater emphasis on R&D cash grants as opposed to R&D tax incentives
R&D activities of competitors

2012
2011

2.9

2.6

1.9

2.3
2.4

Lower cost of R&D resource

2.3

Access to and cooperation with universities/research institutes

2.7
2.8
2.5

2.8

2.1
2.2
2.2

Good legal protection of intellectual property rights
Other factors

2.3

1.7

1.5
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3.0

2.1

2.0

2.5

3.0

3.5

Following a recently introduced regulation, companies
employing researchers with PhD qualiﬁcations receive
a ‘contribution allowance’. If - as is planned - this
allowance is extended to the contributions payable
for researchers without a PhD, it would be likely
to reduce the impact that the expense of employing
researchers has on companies’ R&D expenses.

is demonstrated by the fact that of the 60%
of respondent companies that work with an external
party, around 75% of these do so with universities
and academies of science. This is also clear evidence
that building a good relationship and collaboration
with universities and research institutions is less
of an obstacle for companies than ever before.

The network of researchers at the Hungarian Academy
of Sciences has recently undergone signiﬁcant change
and renewal. Research groups have been established
at research institutions and universities, and work
is underway to attract and retain researchers working
abroad. The importance of collaboration with universities

With respect to the past three years, it may be
concluded that compared to 2012, among the external
factors inﬂuencing a company's R&D expenses, the R&D
activities of competitors and the growing number of
grant opportunities have increased the most.

Grants and tax incentives
As a result of improved communication about grant
opportunities, companies are largely familiar
with available R&D grants and tax incentives.
Of the various R&D grants and tax incentives, tax
allowances involving a reduced corporate income tax
and local business tax base are the most widely known
and used by companies. At the same time, R&D funds
directly available from Brussels (e.g. the 7th Framework
Programme for Research) are the least known
and the least widely used.

Awareness and usage of grants and tax incentives
Hungarian corporate income tax base
deduction relating to direct R&D costs

56%
85%

Hungarian local business tax base
deduction relating to direct R&D costs

48%
83%
29%

EU co-ﬁnanced R&D grants (New Széchenyi Plan)

60%

Hungarian corporate income tax base
deduction relating to 50% of the royalty income received

21%
60%

Usage
Awarness

21%

Hungarian R&D grants

54%

Tax relief is granted to taxpayers for projects concerning
basic research, applied research and experimental development

10%
54%
8%

R&D grants directly provided from Brussels

33%
0%

50%

100%
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Of those companies that are active in R&D and would
like to increase their R&D expenditure in the future,
only one third actually apply for grants. The main reason
for this is the difﬁculties companies have with keeping
track of grant opportunities. Their willingness to make
applications would improve if opportunities
were available for longer, unlike today when many
are only available for a short time. This might result
in a more transparent application calendar,
with a smaller administrative burden and lower
costs.

With respect to R&D grant opportunities, the respondent
companies emphasise the importance of extending
the range of eligible costs (e.g. ofﬁce rent should be
eligible). Furthermore, regarding the programming
period of 2014-2020, companies believe that calls
for grant applications should be issued as early
as the autumn of 2013 and then stay open
for the whole or most of the year (unlike now,
when submissions are only possible for a few weeks
or months). A high proportion of respondents said
that corporate R&D funds should be available in Central
Hungary (in the Budapest and Pest county region)
for the rest of 2013 and the next programming period.

Proportion of those respondents who are familiar with how to prove what is R&D but their reporting/cost tracking/time sheet/etc.
systems are not capable of appropriate recording/proof of related costs

25%
21%
20%

15%
12%
10%

8%

5%

0%
2011

2012

2013

When it comes to applying for R&D tax incentives,
a high proportion of respondents are familiar
with the allowances but are unsure about which activities
are eligible as R&D or how such eligibility can be proved
(33%). There are also many companies (27%) that do not
understand how to manage the risks related
to qualifying activities as R&D. This means that these
companies have no or insufﬁcient knowledge
of the options provided by the R&D qualiﬁcation
procedure offered by HIPO.
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A growing proportion of companies know how
their R&D activities may be assessed for grant purposes,
but they are still unable to handle and document
their R&D costs correctly since their internal systems
(tax ﬁling, cost accounting, timesheet etc.)
are unsuitable.

R&D qualiﬁcation procedure
Since 1 February 2012, HIPO has been the body
authorised to assess and qualify the future R&D projects
of companies. HIPO’s decision is then binding upon
the various authorities involved (including the tax
authority and - for grant applications - the relevant
ﬁnancing bodies).
Probably due to a limited understanding of HIPO's
service, respondents would particularly welcome
the opportunity to request a kind of theoretical position
or opinion, or at least a consultation with HIPO,
before ﬁling a qualiﬁcation request. Although not
stipulated by law, this option does in fact currently exist.
Provided no additional documents need to be presented
after the qualiﬁcation request is ﬁled, HIPO is required
to issue its qualiﬁcation of the R&D activity within 30 days
of receipt and must communicate its decision by this
deadline. Companies are basically satisﬁed with this
timeframe: 39% of respondents believe that 30 days
is an appropriate period for making a considered
decision; the majority of respondents - with only a few
exceptions – would also ﬁnd 60 days to be acceptable.

A longer submission period for R&D grant applications
would allow companies to request and receive an R&D
qualiﬁcation even for their grant projects within
the application deadline, and there would still be time
for submitting the applications with a deadline
and resources, which would enable companies
to use the R&D qualiﬁcation decisions for the grant
applications.
Respondents believe that the regular publication
of examples of R&D activities across a range of industries
would help companies prepare for qualiﬁcation
requests. This could be for instance an annex
to the existing methodology (e.g. what kinds of activity
typically qualify as R&D in the ﬁnancial sector?).
Alternatively a public database could be established
containing summarised HIPO decisions
(without conﬁdential data) to provide guidance
in drafting requests.
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Regional perspective
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Central Europe Corporate
R&D Report
The 2013 R&D Magazine/Battelle Global R&D Funding
Forecast projects that R&D spending growth in Europe
will be below the inﬂation rate (1.5%), while in BRIC
countries it is expected to reach 4% to even 11.6%.
To maintain its position as a source of innovation
in the global economy, the EU is stimulating member
states to increase their spending on R&D to 3% of GDP
by 2020. However, some countries have already
exceeded this threshold a few years ago, including Israel
(with a GERD, or gross domestic expenditure on R&D,
of 4.4% in 2010) and South Korea (3.74% in 2010).
China, meanwhile, is expected to achieve a GERD
of 3.6% in 2013.

Foreword
Welcome to the ﬁrst Central Europe Corporate
Research & Development (R&D) Report, synthesizing
the conclusions of 233 businesses from ﬁve countries
across the region: Croatia, the Czech Republic,
Hungary, Poland and Slovakia. This ﬁrst report marks
the beginning of a series of annual surveys that will
grow to cover most of the CE region and enable
us to measure key trends in corporate R&D.
Globally, there are over 700 Deloitte experts in Research
& Development and Government Incentives (RDGI)
working alongside our clients around the world
on running their R&D activities. This experience and our
observations of various regulatory environments
are often the basis for global surveys, analyses,
reports and recommendations from Deloitte, which aim
to improve systems to enable increased effectiveness.
In a global economy, regional markets may differ
from one another, which means the actions needed
to stimulate R&D dynamics need to be tailor made.
This was the thinking behind our launching of this new
annual series of R&D reports, to help all stakeholders
take a regional perspective on R&D-related matters
in Central Europe.
It is well known that R&D and innovation are key
drivers of global competitiveness. Europe’s position
is weakening in comparison with fast-growing economies
such as BRICs.

Finding a proper balance between public R&D spending
and business R&D spending (BERD) is perceived as one
of the greatest challenges facing Central Europe. Unlike
western economies, governments in CE spend more
than businesses: the EU BERD average is 55.5%
of GERD, while in Poland it is 24.7%, Slovakia 33.9%,
Croatia 38.2%, the Czech Republic 46.9% and Hungary
47.5%. This, combined with the relatively low level
of BERD in real numbers, creates a serious demand
for ways to increase private R&D spending in the region.
Countries differ in their use of direct and indirect
support. The optimal balance of direct (grants)
and indirect (tax) R&D support varies from country
to country as each tool addresses different market
failures and stimulates different types of R&D
(tax – short term, grant – long term research).
The survey enables us to assess whether the current
regulatory environment motivates entrepreneurs to carry
out R&D activities and what amendments would be
welcome to improve the effectiveness of such work
and increase their value and scope.
I trust that you will ﬁnd this report insightful and an
inspiration for change. I look forward to continuing
to monitor the pulse of Central European R&D
in future surveys.

Magdalena Burnat - Mikosz
Partner
Central European Leader for Deloitte R&D
and Government Incentives Service Line
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Key Trends

A signiﬁcant majority (88%) of surveyed ﬁrms conﬁrm
that they spend on R&D in their countries. Almost 78%
of companies believe that their R&D spending is set
to stay at the same level as in 2012 or will increase
in the next one to two years; we also received the same
percentage of response for the longer perspective
of three to ﬁve years.
The most important factors inﬂuencing R&D spending
in all countries are the availability of more types
of incentives and the greater volume of beneﬁts.
In all the countries, both systems (tax and grants)
are appreciated. In Croatia, Hungary and Slovakia
a greater emphasis on R&D cash grants as opposed
to tax incentives would make ﬁrms spend more on R&D.
Poland and the Czech Republic seem to prefer tax
incentives.
Over 25% of the surveyed companies do not make
use of tax incentives, because they are uncertain
about the approach of the tax authorities to R&D costs.
This shows that companies are either unfamiliar with the
relevant R&D deﬁnitions and understanding of R&D
in their sector, or that the regulatory environment is
too complicated and unclear. At the same time, 25%
of ﬁrms do not use R&D cash grants (even though they
are aware of the opportunities) simply because they lack
the resources to properly monitor and track
opportunities.
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One important conclusion from the survey is that only
1% of companies are more interested in preferential
debt-ﬁnancing than in cash grants, which is especially
worrying bearing in mind fact that the intention behind
the EU’s planning for 2014-20 is to introduce many
more debt-ﬁnanced incentives than grants.
Almost 65% of companies carry out their R&D projects
in collaboration with third parties. This result is in line
with those EU and state policies that aim to increase
collaboration and knowledge dissemination between
companies and between companies and the science
sector.

Findings

Deﬁnition of R&D
What do companies consider as R&D

Development of new products/processes/services

88%

Important innovation/breakthrough for the markets

81%

Improvements to existing products/processes/services

67%

Joint realization of scientiﬁc projects
with non proﬁt entities (University/Institute, foundations etc.)

53%

Joint realization of scientiﬁc projects aiming at improvement
of products/processes/services with the other group entities

49%

Cooperation with scientiﬁc entities

42%

Purchase of external R&D services/IP developed externally

25%

Routine changes/adjustments of existing
products/processes/services

14%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Most ﬁrms in all countries involved in the survey
consider R&D to be the development of new
products / processes / services (87.6%), important
market innovations and breakthroughs (80.7%)
and improvements to existing products, processes
and services, assuming that these activities are carried
out on their own. The only exception is Hungary
where the joint realisation of scientiﬁc projects
aimed at improving products, processes or services
with other group entities is considered as R&D (62.5%)
more so than improvements to existing products,
processes or services (60.4%).
Surprisingly, in the Czech Republic, 50% of respondents
treat routine changes, adjustments of existing products,
processes and services as R&D; companies from other

countries, accordingly with the OECD and EU
deﬁnitions, do not share this view – in Hungary
and Croatia, no respondents selected this response.
There were signiﬁcant differences in what companies
from Poland considered as R&D compared to the CE
average: joint realisation of scientiﬁc projects
with non-proﬁt entities (70.7% vs. 52.8%), cooperation
with scientiﬁc entities (61.0% vs. 41.6%), and purchase
of external R&D services or IP developed externally
(56.1% vs. 25.3%). Legislation in Poland allows
the purchase of externally produced R&D results
to be counted as R&D, which may explain the fact
that the highest rate of response was in this country.
Croatia seems to be the country where cooperation
with scientiﬁc entities is least important in deﬁning R&D
(only 13% of companies treat this as R&D as opposed
to the 41.6% average across the whole region)

Central Europe Corporate R&D Report 2013
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Spending on R&D
88% of surveyed ﬁrms declare that they spend on R&D
in their countries. The proportion spending exceeds
the average in Croatia (90%), the Czech Republic
(90.4%) and Slovakia (91.9%). Companies from Hungary
are close to 10% below average at 79.2%;
this is interesting considering the value of Hungarian
R&D expenditure (1.21% of GDP in 2011) is higher
in comparison with 0.77% of GDP in Poland.
Poland is the only country where none of the respondents
is fully certain that the company does not spend
on R&D; 12% either do not know or they consider
this element as not applicable to their company.
It may be related to the fact that ﬁrms in Poland are not
incentivized even to report this type of cost separately.
Therefore, management may not be aware of proportions
of R&D and non-R&D-related expenditure. An unexpectedly
high proportion of ﬁrms in Slovakia (47.4%) spend
more than 10% of their turnover on R&D. Results for all
other countries are much lower, between 3.7%
and 22%. Most companies (35%) spend between
1% and 5% of their turnover on R&D. Values between
countries vary signiﬁcantly:
• In Croatia almost 30% do not know
what percentage of turnover was spend on R&D,
while 22.2% declare that spending was between
1-3%
• In the Czech Republic 25.5% spend between 3-5%
• In Hungary, 28.9% spend less than 1%
• In Poland 30.6% spend between 1-3% of their
turnover on R&D.

Almost 78% of companies believe that R&D spending
will be maintained at the same level or will increase
in the next one to two years, and the same percentage
selected the longer perspective of three to ﬁve years.
The rates in all surveyed countries are very similar.
On average, 10.3% of companies do not plan any R&D
spending in the next year or two years, but in Hungary
this proportion exceeds 20%. Poland is the only country
where all of the respondents who spend on R&D say
that their spending will not be lower than in 2012.
In this category, Slovak companies lead in anticipating
lower spending on R&D (11.3%); however, the proportion
of those with no planned spending in the future
is also the lowest in this country at just 4.8%.
hese results are extremely interesting in the light
of the ﬁnancial crisis most of these countries are going
through. R&D expenditures seem not to be impacted
by the economic slowdown.

Spending on R&D and percentage of the turnover that the respondents spent on R&D in 2012
2%
16%
2%
No
10%

I do not know

24%

Less than 1%
Between 1-3%
15%

Yes
88%

Between 3-5%
More than 5%

8%

Above 10%
14%

14

21%

DK/NA

The most important factors inﬂuencing R&D spending in
all countries are the availability of more types of incentives
and a greater volume of beneﬁts. In Slovakia,
where declared spending is highest, the most important
factor is availability of skilled R&D resources (83.9%).
In Hungary and Croatia, the stability of the regulatory
environment is very important for companies,
with around 73% selecting this as opposed to a regional
average of 51.9% and the lowest percentage, 36.6%,
being seen in Poland. In Croatia, Hungary and Slovakia
greater emphasis on R&D cash grants as opposed to tax
incentives would make ﬁrms spend more on R&D.
Poland and the Czech Republic seem to prefer tax
incentives. For Poland this means that in order
to motivate companies, legislation should be signiﬁcantly
amended as almost no tax incentives are currently
available for carrying out R&D in the country.
For the Czech Republic, this is clearly a sign of support
for existing legislation and may reﬂect criticism towards
the EU grants system which seems to be very subjective
regarding projects’ assessment and containing much
more administrative burdens than tax credits system.
Croatia and Hungary, with their well-developed
tax-incentive systems, appear to desire the cash grant

opportunities that are widely available in Poland.
The greatest issue appears to be in Slovakia:
while the introduction of tax incentives is planned,
the limited opportunities for cash grants present a cause
of complaint for Slovak companies. These results reﬂect
a need for both systems, tax and grants, to coexist.
R&D tax credits are not targeted to a speciﬁc industry,
group of ﬁrms or projects but rather on potential R&D
performers and are used mostly to encourage short term
applied research. Grants can be directed to speciﬁc
projects that governments consider to have a high social
return, are more dependent on discretionary decisions
by governments, and are directed to support high risk,
long term research.1
For Croatian and Slovak ﬁrms, a good intellectual
property legal protection system would allow for more
spending on R&D. Firms in most countries do not perceive
access to and cooperation with universities/research
institutes to be an important factor for increase
spending on R&D; in Slovakia alone, more than half
of respondents consider this to be an important factor,
which may be related to limited availability of R&D
experts in ﬁrms as such.

To what extent would the external factors below inﬂuence the increase/decrease of the respondent’s R&D spending
in the coming year?
External factors inﬂuencing R&D spending
(0-no inﬂuence, 3-highest inﬂuence)
2,22

Availability of more types of beneﬁts
2,00

Greater volume of beneﬁts

1,92

Availability of skilled R&D resources
1,67

Greater emphasis on R&D cash grants as opposed to R&D tax incentives

1,61

Stability of the regulatory environment
1,44

Lower cost of R&D resource

1,42

Access to and cooperation with universities/research institutes

1,36

R&D activities of competitors

1,29

Good legal protection of intellectual property rights

1,14

Other factors
0

1

0.5

1

1.5

2

2.5

R&D tax incentives: rationale, design, evaluation, OECD, November 2010
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Familiarity with the incentives system
We questioned companies about their knowledge
of the speciﬁc incentives available in their countries.
In all countries surveyed, companies are mostly familiar
with those grants that are co-ﬁnanced from EU funds.
The only exception is Slovakia, where the best known
incentives are both EU funds and national R&D grants.

A signiﬁcant discrepancy is apparent between knowing
about and actually using particular incentives.

Usage of R&D grants and tax incentives
Over 25% of companies surveyed do not use tax
incentives because they are uncertain about
the approach that the tax authorities take to R&D costs.
This shows that companies either are not familiar
with respective R&D deﬁnitions and understanding
of R&D in their sector (23% of respondents do not know
how to prove eligibility of their companies’ R&D activities)
or that the regulatory environment is too complicated/
unclear (18% of ﬁrms say that the legal system is unclear).
25.3% of ﬁrms across the region say that they are not
familiar with R&D tax incentives, rising to 33% in Hungary
and 45% in Slovakia where legislation currently doesn’t
foresee any of them (at the same time some companies
might be aware or use tax incentives available in other
countries).

For 21% of respondents, R&D carried out internally
by their companies is not eligible for existing R&D
programmes. This is somewhat surprising as most
of the countries support R&D in general, sometimes
on a very low level but with no exceptions. Taken together
with the fact that 19% do not know how to manage
the risks related to R&D eligibility while the reporting
systems of 13% do not meet the requirements
of incentives systems, this means that a signiﬁcant
number of ﬁrms are not applying for incentives due
to reasons that are usually easily manageable, either
with external assistance or through individual arrangements
with the authorities that manage incentive schemes.

Companies‘ statement about R&D Tax Incentives
Uncertain about the approach of the tax authority with respect
to R&D costs; therefore I ﬁnd the use of these tax incentives risky

28%
25%

Not very familiar with R&D tax incentives
Familiar with R&D tax incentives but uncertain about which activity could account
to R&D and how to prove what is R&D (classiﬁcation of activities as R&D activity)
I believe that my company does not carry out any R&D
activities/projects that would be eligible for R&D tax incentives
Not very familiar with methods how risks
releted to the qualiﬁcation of activities as R&D could be managed
The R&D tax regulations are not clear and are presenting
too many risks for the company
Familiar with how to prove what is R&D but my reporting/cost tracking/time
sheet/etc. systems are not capable of appropriate recording/proof of related costs

23%
21%
19%
18%
13%
12%

Other

0%

16

5%

10%

15%

20%

25%

30%

30.5% of companies from four countries surveyed
(excluding Croatia where there are no cash grants
available) are familiar with R&D grant programmes
and make use of them. At the same time, 24.5%
are familiar with the programmes but are unable
to monitor grant opportunities and eventually do not
submit a proposal due to a lack of resources. A high
number of companies (21.9%) are not familiar with R&D

grant application. This usually means that there is an
issue with identifying appropriate opportunities
and applying for support. An important ﬁnding
is that only 1% of companies are more interested
in preferential debt-ﬁnancing than in cash grants;
this is especially concerning bearing in mind that the EU
strategy for 2014-20 is to introduce many more
debt-ﬁnanced incentives than grants.

Companies‘ statement about R&D grants
31%

I am familiar with R&D grant applications and I use then accordingly
I am familiar with R&D grant opportunities but have no sufﬁcient resources
to monitor such opportunities and eventually the successful application(s)

25%
22%

Not very familiar with R&D grant applications
19%

Much more interested in cash grants than in preferential debt ﬁnancing
I am familiar with the R&D grants but I do not apply for any grant
with my (potential) R&D projects

16%
6%

Other
Grant opportunities relevant for our Company would require
involvement of partners (consortium), but the nature of our R&D project/our
business interests do not allow such co-operation with third parties
Much more interested in preferential debt ﬁnancing than in cash grants

4%
1%
0%

Bureaucracy, complicated grant application processes
and conducting projects that are ineligible for grant
criteria are the most important reasons companies
report for not applying for subsidies. A relatively large
number of Hungarian companies (35.7% as opposed
to 12% on average) claim that any changes and uncertainty
affecting their R&D projects are not accommodated
by the assessment criteria in their country. This is in line
with their choice of external factors inﬂuencing R&D
spending in Hungary (the stability of the regulatory
environment). The fact that a lack of opportunity
to properly manage the uncertainty of R&D projects

5%

10%

15%

20%

25%

30%

35%

is not the key factor behind negative application
decisions is quite positive, since this is usually
the biggest challenge for all ﬁrms. Having made this
observation, it is concerning that less challenging elements
such as administration and criteria alignment present
such an important obstacle to companies in the region.
Hungary and Slovakia seem to have the legislation that
is best suited to companies’ needs, as fewer than 10%
of companies perceive incentive criteria as not being
in line with project speciﬁcs.

Why the companies do not apply for any grant
The application criteria are not in line with project speciﬁcs

26%

The administration of the grant process is too bureaucratic and complicated

26%
14%

I am not planning to hire new employeesw for R&D activities
The R&D project may be completed on time, but the results / staff requirement
may differ from the results / number of staff committed in the grant agreement,
and this uncertainty cannot be handled properly by the application system
I cannot make a commitment to continue to employ current (existing) R&D employees
for the required period and under the required conditions

14%
12%

Changes and uncertainty of the R&D project are not accomodated by the assessment criteria

12%

There is a risk that during the period of the R&D project subject to the application,
the implementation of a different R&D project becomes a business priority

11%

Corporate policy/business philosophy does not allow it

9%
0%
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Almost 65% of companies carry out their R&D projects
in collaboration with third parties. Answers at the country
level are similar. This result is in line with EU and individual
state policies aimed at increasing collaboration
and the dissemination of knowledge between
companies and the science sector. At the same time,
41.7% of companies in Hungary say that they are not
cooperating with any third party, while in other countries
this percentage lies between 24% (Poland) and 36%
(Croatia).
Companies mainly collaborate with third parties
to execute their R&D projects: for 77.5% companies,
it would be impossible to complete the project
without collaboration. Collaboration is determined
by grant rules for only 17.9% of companies.

The main reason for a lack of collaboration with third
parties is availability of proprietary R&D resources
employed in a company’s own R&D center, located
often outside the CE region. (46.1% companies).
In the Czech Republic, almost 70% of companies have
an R&D centre in their organisation located in-country.
In other countries, the number of ﬁrms which have
internal R&D centres varies between 30% (Poland)
and 52% (Slovakia).
Most companies (70%) collaborate with universities/
academies of science. Croatia, where most companies
work with private R&D/scientiﬁc institutes,
is an exception. Public R&D scientiﬁc institutes
are partners for 26% of companies (ranging from over
40% in Poland to only 14% in Slovakia) while private
R&D scientiﬁc bodies are partners to 34% of respondent
companies (from 52% in Croatia to 21% in Slovakia).

Cooperation with third parties when the companies are carrying out R&D projects

Yes

No
2%

19%

29%
46%

33%

18%
65%

78%

29%

Yes

Our Company dispose
with our own R&D Centre
Our company dispose with our own R&D
Centre in a State, where an ofﬁcial seat
of our Mother Company is
Other reason
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No

DK/NA

It is necessary to execute the project
Bring additional cash grant
to my R&D project
Other reason

Companies have been presented with a choice of two
possible technical ways of calculating R&D tax incentives
by subtracting a percentage of qualiﬁed expenditures
from either their (1) tax base or (2) tax value. In the ﬁrst
option, the percentage value of the decrease will be
signiﬁcantly higher than in the second case as, effectively, the value for the company is measured by
decreasing tax burden. In the economies with corporate
income tax of around 20%, tax base decrease by 100%
of qualiﬁed costs would translate to a tax value decrease
by approximately 11% of qualiﬁed costs.A majority
of companies would prefer a decrease in tax they pay as
an incentive to undertake R&D.
23.6% of the surveyed companies would like to see tax
values decreased by more than 30% of qualiﬁ ed costs,
while companies from Hungary would be satisﬁed
with a decrease of between 10-20%, compared

to currently applicable 200% of tax base decrease,
which actually translates to more than 20% of tax
value decrease.
42.4% of companies would prefer “decrease of tax
base by 100% of qualiﬁed costs”. This however
does not comply with presented “tax value” decrease
system preferences - basing on opinions received,
preferred “tax value” decrease system translated to “tax
base” decrease level would mean much more favorable
system – ex. 35% of companies would prefer tax value
decrease above 20% what in most cases translates to more
than 200% tax value decrease. Possible reason for this
incompliance might be that companies may not be aware
of the speciﬁcs involved in the “tax base” vs. “tax value”
decrease system. For only 13% of companies the desired
tax base decrease of more than 150% would be compliant
with the desired level of tax value decrease.

Tax value decrease vs tax base decrease

5%

18%

23%

24%

8%
39%

20%
11%

53%

42%
13%
13%

24%

8%

TAX value decrease
TAX base value decrease

Less than 10%

DK/NA

100%

10-20%

130%

20-30%

150%

More than 30%

More than 150%

Not applicable

DK/NA

DK/NA
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Generally, ﬁrms don’t like external procedures impacting
their business decisions, including those related to R&D
activities. As often, this depends on the availability
of external public funding: 40.8% of companies
are willing to accept a maximum of 60 days as the time

necessary to evaluate grant applications. The structure
of answers is broadly similar in different countries.
Only in Croatia are 3.3% of companies willing to accept
120 days; companies from no other country selected
this answer.

The maximum duration for decision - making by the Authority by entrepreneurs considering the R&D activities performed

4%
12%

Less than 30 days

1%

31%

Less than 60 days
Less than 90 days

11%

Less than 120 days
Time for decision is irrelevant for our company
DK/NA
41%
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