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Introduction
In order for this legislation to make a significant impact,
it needs to be set up correctly in a number of ways.
It must be a part of a broader strategy of supporting
R&D and not simply a one-off fix. The magnitude of
tax reduction has to be big enough for companies
to consider investing their time into implementing it.
It requires clear, unambiguous definitions of R&D costs,
and how they should be tracked and recognized in
accounting. Last but not least, it needs to be competitive with other countries, as companies are more than
willing to set up or relocate their R&D activities to those
jurisdictions where they will benefit the most.

Just as last year, Deloitte and the Slovak Investment and
Trade Development Agency have conducted a survey of
companies operating in Slovakia on the subject of R&D
spending.
Compared to neighbouring countries, Slovakia has
lagged behind in R&D spending for years as measured
by gross domestic expenditure on R&D (GERD) as well
as in government incentives to support companies make
investments in R&D.

This edition of the survey is a snapshot of the landscape
in the first year of the implementation of this tool in
Slovakia, giving us insights into how this new piece of
legislation is impacting the decision-making and planning of companies carrying out R&D activities.

Martin Rybár
Partner
Tax - Government Incentives and R&D
Deloitte in Slovakia

Previous editions of the survey indicated that businesses have been asking for better tools from the state
to support their R&D spending. In 2014 the Ministry of
Finance introduced new legislation allowing an additional deduction of 25% of eligible R&D expenses from
a company’s corporate income tax base. This kind of
tax incentive - already in use for years in Hungary and
the Czech Republic - is simpler, less bureaucratic and
more transparent than grant schemes.

Slovakia Corporate R&D Report 2015

3

Key findings:
• Companies in Slovakia foresee their spending on R&D to
increase or at least stay at the same level in the coming
years.
• The main obstacles in state support of corporate R&D are
a lack of transparency and clarity, administrative complexity,
and unreliability.
• Financing and access to qualified people continue to be
the main factors influencing R&D spending.
• Legislation introduced recently to enable an additional
R&D cost tax deduction was welcomed by the business
community, but the amount of aid offered (deduction of
additional 25% of eligible R&D costs from corporate income
tax base) is often perceived as insufficient.
• A majority of respondents think that offering aid at
an insufficient level might disadvantage Slovakia compared
to other countries, thereby influencing companies as they
make decisions about where and when to make future R&D
investments.
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Outlook on R&D spending
Survey respondents are traditionally companies that
spend more on R&D more than the average Slovak
company. Therefore the percentage of their turnover
spent on R&D activities is quite significant and above
the industry average.
Both in the short- and medium-term, respondents plan
to continue spending on R&D activities at the same
level as in 2014 or higher. When looking at 3-5 year
plans, however, 45% of respondents still do not plan
to increase their spending above the present level.
Considering the variety of factors influencing R&D
spending (discussed further below), this might be seen
as a gap in potential R&D spending.

What percentage of your turnover was spent on R&D in 2014?
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Between 5 and 10%

15%

Above 10%
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Between 3 and 5 %
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Between 5 and 10%

15%
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Less than 1%
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Less than 1%

21%

How do you foresee R&D spending
3% at your company changing in the coming
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More R&D tax incentives compared to R&D cash grants
Stability of the regulatory environment
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More R&D tax incentives compared to R&D cash grants
Costs of researchers
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More R&D cash grants as compared to R&D tax incentives
Availability of skilled and experienced
researchers
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Between 5 and 10%

15%

Between 3 and 5 %

15%

Between 1% and 3%

6%

Less than 1%

Lower compared to 2014

21%

3%

6%
Factors influencing R&D expenditure
There are a number of external factors that influence
a company’s
decision
about whether to spend on 52%
R&D
Approximately
the same
as in 2014
39%
and to what extent. The two types that have resonated
throughout the years and editions of this survey are
45%
people and
financing.
Higher
than in 2014
55%

This year financing factors were mentioned most
often – the breadth of various types of benefits; R&D
grants; and tax incentives. Respondents again showed
a slight preference for R&D cash grants compared to tax
incentives.
The availability of skilled and experienced researchers
and their cost continues to be a significant factor.

To what extent would the external factors below influence the increase of your R&D spending
in the coming 1-2 years? (on a score from 0 – least important to 3 – most important)
Other factors

0.82

Protection of intellectual property rights

1.0

Possibility of co-financing costs of IP protection procedures,
including costs of protection maintenance period

1.0

Access to the R&D sectorial and competitors´ benchmarks

1.0

Stability of the regulatory environment

More R&D tax incentives compared to R&D cash grants

Access to and cooperation with universities/research institutes

Costs of researchers

Availability of skilled and experienced researchers

1.45

1.61

1.74

1.90

2.0

More R&D cash grants as compared to R&D tax incentives

2.29

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

I believe that my company does not carry out any R&D activities/projects
that would be eligible for R&D tax incentives

2.33

18%

33%

My company is rather unfamiliar with R&D tax incentives
My company is familiar with R&D tax incentives but uncertain about which activity could be classified
as R&D and how to prove that its activities are R&D (classification of activities as R&D activities)
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My company is familiar with how to prove that its activities are R&D but the company’s
reporting/cost tracking/time sheet/etc. systems are not capable of appropriate recording/proof of related costs
My company is uncertain about the approach of the tax authority with respect to R&D costs;
therefore I find the use of these tax incentives risky

36%

21%

36%

Other factors
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Protection of intellectual property rights

1.0

Possibility of co-financing costs of IP protection procedures,
including costs of protection maintenance period

1.0

Access to the R&D sectorial and competitors´ benchmarks

1.0

Stability of the regulatory environment

1.45

More R&D tax incentives compared to R&D cash grants

R&D grants and tax incentives
Fewer
10%
of respondents
are familiar with
R&D
Accessthan
to and
cooperation
with universities/research
institutes
tax incentives and make use them to help finance R&D
spending.
Costs of researchers

1.61

R&D grants are better known and used more often by
our respondents, with 39% reporting that
1.74they utilize
them. Nearly another third of respondents are familiar
with them but don’t have enough resources1.90
to monitor
such opportunities and prepare successful applications.

There is a significant perceived uncertainty about which
Availability of skilled and experienced researchers
activities could be supported via tax incentives: 18% of
respondents believe they do not carry out R&D activities
R&D
grants while
as compared
to R&D
incentives
that More
would
becash
eligible,
another
36%taxaren’t
sure
how to properly classify and prove their R&D activities.
Over a third of the respondents
find
using
Availability of
more
typestax
of incentives
benefits
(cash grant,
etc.)
risky due to the unclear approach
of tax
taxallowance,
authorities.

2.0
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With respect to R&D tax incentives, which statement is relevant for your company?
I believe that my company does not carry out any R&D activities/projects
that would be eligible for R&D tax incentives

18%

33%

My company is rather unfamiliar with R&D tax incentives
My company is familiar with R&D tax incentives but uncertain about which activity could be classified
as R&D and how to prove that its activities are R&D (classification of activities as R&D activities)

36%

My company is familiar with how to prove that its activities are R&D but the company’s
reporting/cost tracking/time sheet/etc. systems are not capable of appropriate recording/proof of related costs

21%

My company is uncertain about the approach of the tax authority with respect to R&D costs;
therefore I find the use of these tax incentives risky
My company is not very familiar with the methods on how risks related
to classification of its activities as R&D could be managed

36%

9%
33%

R&D tax regulations are not clear and are presenting too many risks for the company
My company is fully familiar with R&D incentives and use them
Others

6%
9%

8%
23%
8%
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Availability of more types of benefits
(cash grant, tax allowance, etc.)

2.33

I believe that my company does not carry out any R&D activities/projects
that would be eligible for R&D tax incentives

18%

My company is rather unfamiliar with R&D tax incentives
My company is familiar with R&D tax incentives but uncertain about which activity could be classified

33%
36%

The new as
tax
credit
scheme
Respondents
welcomed
the scheme, with 67%
R&D
and how
to provein
thatSlovakia
its activities are R&D (classification
of activities as
R&D activities)
Companies already have a lot on their plate with respect
reporting they would at least consider using it. The initial
Myof
company
is familiar of
withtheir
howinvestments
to prove that its activities
are R&D butofthe
to the uncertainty
the outcomes
configuration
a company’s
25% deduction raises some
21% concerns,
reporting/cost
tracking/time
sheet/etc.
systems
are uncertainty
not capable ofwith
appropriatehowever.
recording/proof
of related
in individual
R&D projects.
Any
further
Almost
half ofcosts
respondents do not find it motiregards to the eligibility, aid intensity and outcomes
vating enough to invest into setting up the scheme. Of
My company is uncertain about the approach of the tax authority with respect to R&D costs;
of the R&D incentives approval process is only therefore
adding I find thethose
not currently motivated, two thirds asked for36%
at
use of these tax incentives risky
to the risks associated with R&D and not encouraging
least a 100% additional reduction.
companies to pursue R&D investments.
My company is not very familiar with the methods on how risks related
9%
to classification of its activities
as R&D
could
be managed
Another
issue
raised
by respondents was international
The new tax credit scheme introduced in 2014, under
competitiveness – 84% of respondents think that
33%
R&Dable
tax regulations
arean
notadditional
clear and are
presentingoffering
too manyaid
risksthat
for the
company
which companies are
to deduct
25%
is too
low might disadvantage Slovakia
of eligible R&D costs from their corporate income tax
compared to other countries. Companies are more than
Myand
company
is fully familiar with
R&D incentives
anda use
them to host6%
base, was designed to provide a clear
transparent
willing
to choose
country
their R&D facility
method of evaluation and a uniform treatment with
and/or future R&D investments with an incentive regime
Others
9%
respect to the amount of aid offered.
that offers them the most advantageous terms.

What amount of additional deduction would you consider motivating enough to use the scheme?

8%
23%
8%

50%
100%
200%
More than 200%

62%
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Quotes from our respondents
We asked survey respondents about what was
the largest perceived obstacle with respect to the acquisition of R&D projects in Slovakia. The following quotes
reflect the tone of the responses we received and reflect
the issues identified in our analysis.

?

•• Reliability of the system to get state aids/incentives
•• Availability of resources and proactivity of universities to
support R&D projects
•• Few funds in state budget for research grants
•• Competitive hourly rates. Governmental benefits impacting
hourly rates would help.
•• Insufficient tax deductions and impossibility to get a grant,
lack of transparency
•• Preference of regions other than Bratislava
•• Lack of funds to companies – majority of purely Slovak
companies are undercapitalised
•• Lowering the administrative burden with submitting,
evaluating and tracking R&D projects
•• Access to co-financing related (but not direct) costs related to
R&D activities
•• Company’s group corporate policy
•• Lack of clarity and detail in legislation and state regulations
•• A larger tax deduction with fewer limitations
•• For R&D projects funded by structural funds: less bureaucracy
and possibility to do them in Bratislava
•• Increased support via R&D cost tax deduction or via
the activities that can be supported by direct financing
•• Lack of experts, managers, insufficiently prepared graduates
from universities in engineering
•• Complicated administration of project. Hysterical control of
expenditures focused on tiniest mistakes and deficiencies.

?
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