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3a. The United Kingdom: R&D enhanced allowance 3b. Canada: R&D tax credit on current and M&E R&D

Current 
R&D

M&E R&D

R&D building

Eligible 
R&D for 

tax 
purposes

Large firms:
135%

Current
R&D

M&E R&D

R&D building

Eligible 
R&D for tax 

purposes

Large
firms: 20% 

SMEs: 35% up to
CAD 3 million;

20% after

SMEs: 175% 

4a. Portugal: mixed volume and incremental R&D incentive 4b. The Netherlands: incentives on R&D wage only

Eligible 
R&D for tax 

purposes

plus 50% tax credit 
on increment R&D

M&E R&D

R&D building

32.5% tax credit on 
all current R&D

Current R&D  
(base level)

Current R&D  
(increment  from 

base level)

Eligible 
R&D for tax 

purposes
42% reduction in withheld 
wage tax for the first

EUR 0.22 million of R&D 
wagebill

Other current 
R&D

M&E R&D

R&D building

R&D wages

14% reduction in withheld 
wage tax afterwards

(up to a ceiling of
EUR 14 million)
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Rates Expense base Deducted from/Ceiling

CANADA

35% on volume for small Canadian-owned 

firms for first $3M R&D and 20% afterward.  

20% for large firms.

Current and machinery and 

equipment (M&E)

Tax payable (benefit is 

taxable).                            

No ceiling on R&D 

eligible (at lower rate).

2002: CAD 2.3B 

(0.21% GDP) 

2008: CAD 3.2B 

(0.22% GDP)

France

Research tax credit 

(CIR) (permanent 

program with 

temporary 

measures)

30% on volume for first EUR 100 million 

and 5% afterward.    The 30% rate is 

increased to 50% (1st year) and 40% (2nd 

year) for firms claiming tax credit for the 

first time.

Current cost and depreciation of all 

capital assets.  Note that  salaries 

and social socurity contribution of 

new Ph.D researchers is counted 

twice (for 24 months after hiring) to 

estimate eligible R&D . 

Tax payable (benefit non-

taxable).                                  

No ceiling on R&D 

eligible (at lower rate).

2004: EUR 547M 

(0.03% GDP) 

2008: EUR 1.5B 

(0.08% GDP)                         

2009: EUR 5.6B 

(0.29% GDP) 

GERMANY EUR 0

ITALY 10% on volume; 40% if carried out with 

universities or public research 

organisations. 

Current cost and M&E Tax payable.                  

Ceiling of EUR 50M of 

eligible R&D.

n.a

R&D tax credit  

JAPAN

R&D tax credit  

(permanent 

program with 

12% on volume for SMEs and 8-10% for 

large firms (depending of their R&D 

intensity)  and;

5% on incremental R&D (average R&D of 

the previous 3 years as baseline)

UNITED KINGDOM

175% on volume for SMEs and 130% for 

large firms. 

current cost.  Taxable income.             

No ceiling on R&D 

eligible. 

2002: GBR 390M 

(0.04% GDP) 

2008: GBR 820M 

(0.06% GDP)

UNITED STATES

R&D tax credit 

(temporary 

program)

-20% incremental credit for eligible 

expenditures above a calculated base 

amount (regular research credit); or                                                                      

- Different rates apply for the alternative 

incremental research credit (AIRC) and the 

alternative simplified credit (ASIC).  (firm 

must choose between the 3 schemes)

current cost. Tax payable.  (benefit is 

taxable).  Ceiling of 50% 

of R&D  eligible to the 

regular research credit 

rate of 20%. Maximum 

credit value of 25% of 

tax liability .

2005: USD 5.1B 

(0.17% GDP) 

2008: USD 7.1B 

(0.18% GDP)

Other characteristics of the main tax incentive: Cash refund for small Canadian-owned firms. Carry-back (3 years) and carry-

forward (20 years) available for all firms. Complete write-off of all current expenditures. 

Recent significant changes: in 2008: Tax ceiling to benefit the 35% rate has been increased from $2M to $3M; enlarged SMEs 

definition to claim the 35% rate. Up to 10% of R&D carried out outside of Canada is now eligible for the credit.

SR&ED Tax Credit              

(permanent 

program)

Country/        

MainTax Incentive 

Description of Tax Incentive Forgone tax 

revenue

Other characteristics of the main tax incentive:  No refund but carry forward for 1 year available only if R&D expenditures are 

higher than the prior year. For 2009 to 2010, carry-forward available until 2011.  Alternative incremental-based scheme available for 

SMEs (20% credit applied on the difference between R&D expenditures and one-tenth of the average sales from the last 3 years)

Other characteristics of the main tax incentive:  Complete write-off of all current expenditures.

Recent significant changes: 2008: Tax credit calculated on volume-base only (instead of the hybrid scheme).  The tax ceiling to 

benefit the 35% increased from EUR16M to EUR100M.  2009: immediate refund of all unused credit for all firms (instead of 3 years 

waiting period) as a temporary measure.  

No R&D tax incentives at the moment

Recent significant changes: The new German Federal Government has agreed to introduce R&D tax credit before 2012.

Other characteristics of the main tax incentive:  No refund and no carry-over.  Complete write-off of all current expenditures.

Recent significant changes: This scheme (10% credit) has been implemented in 2007.

Current cost and M&E depreciation. Tax payable.           

Maximum credit value of 

30% of tax liability (20% 

on level plus 10% on 

increment).  

2003: JPY 105B 

(0.02% GDP) 

2007: JPY 629.9B 

(0.12% GDP)

Other characteristics of the main tax incentive:  Refund not available but carry-forward for 20 years available for all firms.  The 

calculated base amount (to estimate the amount of increment research expenses) is different for established firms and start-ups.  

Introduced an Energy tax credit (20% (volume based) on 100% expenditures contracted out to public research organization and 

some small firms).  Complete write-off of all current expenditures. 

Recent significant changes: 2009: Increased the research credit for energy research and allowed to claim a refundable 

credit for certain unused research credits in lieu of  depreciation allowance for eligible qualified property 

Recent significant changes: 2009 (and for FY 2009 and 2010): maximum credit value increased from 30% to 40%  and carry-

forward possible until FY2012; 

R&D tax allowance 

(permanent 

program)

Other characteristics of the main tax incentive:  Refund available for SMEs (refund of GBR 24 by GBR 100 of eligible R&D).  

Cary-forward (infinite) available for all firms. Complete write-off of all current expenditures

Recent significant changes: 2008: rates increased (from 125% to 130% (large firms); from 150% to 175% (SMEs)). Enlarged 

definition of SMEs (from 250 employees and GBR 50M of turnover to 500 employees and GBR 100M of turnover);  



 

 

Rates Expense base Deducted from/Ceiling

Belgium

Payroll withholding 

tax credit for R&D 

wages              

75% reduction of R&D wage bill. Research wages and social 

contributions (includes in-house 

resesarchers as well as those 

contracted-out from universities or 

some public research organizations)

Reduction of 

withholding tax on 

wages.                                

No ceiling on eligible 

R&D wage bill.

R&D tax 

credit/allowance     

allowance rate at 115.5% or conversely a 

tax credit of 5.9% (firms can choose 

between tax credit or allowances).  At a 

corporate tax rate of 33.99, both schemes 

are cost-equivalent for the government.

Capital assets (could also include 

green technology (broader than FM 

R&D)

Tax income (R&D 

allowance) or Tax 

payable (tax credit)

Deduction for 

patent income  

(broader than R&D 

incentives)

80% deduction (decrease the effective 

income tax rare to 6.8% level)

gross patent income (licences, 

royalties as well as patent 

remuneration embedded in the 

sales prices of goods and services)

Taxable income

Netherland

2009: 50% (64% for start-ups) reduction on 

the first EUR 150,000 of R&D wage bill; 18% 

afterward.                                                          

2010: 50% (64% for start-ups) reduction on 

the first EUR 220,000 of R&D wage bill; 18% 

afterward.

Research wages and social 

contributions 

Reduction of 

withholding tax on 

wages.                           

Ceiling of EUR 14M for 

eligible R&D wage bill.

2009: For self-employed (with at least 500 

hours on R&D), income tax deduction of 

EUR 11,806 (with additional EUR 5,904 for 

start-ups).                                                             

2010: tax deduction of EUR 12,031 (+ EUR 

Tax payable 

Innovation income 

box (broader than 

R&D ncentives)

2010: decrease the effective income tax 

rate to 5%  level

income from qualified R&D projects 

(broader than FM R&D)

Tax income

Brazil

R&D tax allowances 160% on volume Current cost Taxable income.             n.a.

China

R&D tax allowances 150% on volume Current cost Taxable income.  No 

ceiling on R&D eligible. 

n.a.

India

R&D tax allowances 150% on volume Current cost and Machinery and 

Equipment

Taxable income.             n.a.

Other tax incentive programs: General tax reduction (from 25% to 15% income tax rate) for R&D firms located in certain new 

technology zones or investing in key areas such as biotech, ICT and other high tech fields.  This lower income tax rate is also 

available to high-technology enterprises and software development enterprises located in certain new technology zones.

Recent significant changes: Before 2008: The 150% R&D allowances was available only for R&D firms located to new technology 

zones, it has now been extended to all R&D firms working in key areas (biotech, ICT and other high tech fields).

Country/        

MainTax Incentive 

Description of Tax Incentive Forgone tax 

revenue

Other characteristics of the main tax incentive:  The payroll withhodling tax credit works like refund (through wage tax system), 

while unused credit (from the tax credit scheme) can be refunded after 5 years.  

Recent significant changes: in 2009, increased payroll withholding tax credit rate (from 65% to 75%); in 2010, increased 

allowance rate (from 113.5% to 115%); Simplified the shceme  by applying a single rate (75%) for all category of researchers (in-

house researchers; those affiliated to eligibles universities or public research organisations; and those affiliated to young innovative 

companies (small firms with at least 15% of R&D intensity)).  In 2007, introduction of the patent income deduction scheme. 

2004: EUR 307M 

(0.11% GDP) 

2008: EUR 460M 

(0.14% GDP)       

Payroll withholding 

tax credit for R&D 

wages                               

(permanent 

program with 

temporary 

measures)

2003: EUR 329M 

(0.07% GDP) 

2008: EUR 445M 

(0.07% GDP)       

2009: n.a.                       

Other characteristics of the main tax incentive:  The payroll withhodling tax credit works like refund (through wage tax system), 

while unused credit (from the innovation income box) can be carried-forward up to 5 years.  

Recent significant changes: Rates and ceilings have been gradually increased in 2009 and 2010 (where rate was of 42% for 

the first EUR 110,000 of R&D wage costs and 14% for the remaining (up to a ceiling of EUR 8M) .  In 2009, the  R&D definition 

was extended to include development of services based on software. Extended the eligible income  from patents to income from 

all eligible R&D  projects with more generous conditions (from effective tax rate of 10% to 5% and removal of the maximun amount 

of eligible income)

 


