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Table 1. Financing business R&D and innovation: typology of policy instruments and 
some country examples 

 

 

Key features Some country examples

Most common funding instruments. Used as seed funding for start-

ups and innovative SMEs. Granted on a competitive basis and in

some cases, on the basis of private co-funding. No repayment is

usually required. Supply-side, discretionary instruments.

National Competitive Grants Programme, Industry 

Growth Centres Initiative (Austria), Feder 

Innterconecta (Spain), Enterprise and 

Competitiveness (Italy), High Growth Business 

Development Programme (Estonia)

Credit loans 

Government subsidised loans. Require sorts of collateral or 

guarantee. Obligation of repayment as debt. The investor/lender 

does not receive an equity stake.

Technological Credit (Poland), Growth Credit 

Guarantee Lines (Portugal) 

Repayable grants/ 

advances

Repayment required, partial or total, sometimes in the form of 

royalties. Could be granted on the basis of private co-funding. 

Repayment Assistance Measures for Student Loans 

Programme (Canada)

Loans guarantees and 

risk-sharing 

mechanisms

Used widely as important tools to ease financial constraints for 

SMEs and start-ups. In the case of individual assessment of loans, 

can signal ex ante the creditworthiness of the firm to the bank. 

Often combined with the provision of complementary services (e.g. 

information, assistance, training). 

SME Loans Guarantees (Austria), Zakura (Czech 

Rep.), Investment Compact (Italy), Micro Loan 

Support Programme (Latvia)

Non-bank debt/equity 

funding

New funding channels. Innovative lending platforms and non-bank 

debt or equity funds.

National Innovation and Science Agenda - crowd-

sourced equity funding (Australia), Law on alternative 

financing and crowdinvesting 

"Alternativfinanzierungsgesetz" (Austria), Institution 

for Growth (Greece)

Mezzanine funding

Combination of several financing instruments of varying degrees of 

risk and return that incorporate elements of debt and equity in a 

single investment vehicle. Used at later stage of firms' 

development. More suitable for SMEs with a strong cash position 

and a moderate growth profile.

Credit Line Mezzanine Financing (Portugal)

Venture capital funds 

and funds of funds

Funds provided by institutional investors (banks, pensions funds 

etc.) to be invested in firms at early to expansion stages. Tends to 

increasingly invest at later -less risky- stage. Referred as patient 

capital, due to lengthy time span for exiting (10-12 years). The 

investor receives an equity stake.

National Innovation Fund - Venture Capital Fund 

(Czech Rep.), COSME - Equity Facility for Growth 

(EU), Corporate Venture Programme (France), 

Venture Capital Support Programme (Turkey)

Business angels

Provide financing, expertise, mentoring and network facilities. 

Tends to invest in the form of groups and networks. Financing at 

start-up and early stage.

Global Incubator Network (Austria), Business Angels 

Programme (Spain), European Network of Summer 

Academies (EU), Business Angels Co-investment 

Faility (Netherlands)

Create a demand for technologies or services that do not exist, or, 

target the purchase of R&D services (pre-commercial procurement 

of R&D). Provide early-stage financial support to high-risk 

innovative technology-based small firms with commercial promise.

Entrepreneur Growth Strategy (Estonia), Strategy for 

Public Procurement (Sweden), Small Business 

Innovation Research (SBIR) Program (US)

Expand the diffusion and adoption of already existing technology, 

and contribute to increase the absorptive capacity of targeted firms 

(especially SMEs). Provide information, technical assistance, 

consulting and training etc. Of particular importance in low income 

countries.

National Research Agenda (Indonesia), new funding 

schemes to finance technological extension (Peru)

Small lines of credit provided to SMEs to purchase services from 

public knowledge providers with a view to introducing innovations in 

their business operations.

Innovation Voucher (Austria, Chile, Estonia, France, 

Hungary, Portugal, etc.)

Tax incentives on 

corporate income tax

Used in most countries. Broad range of tax arrangements on 

corporate income tax, including tax incentives on R&D expenditure 

and, less frequently, tax incentives on IP-related gains. Indirect, 

non-discriminatory.

Knowledge Development Box (Ireland), Stability Law 

2015 - tax incentives for enterprises investing in R&D 

(Italy), Corporate Income Tax Incentive for R&D 

Investments (Latvia)

Tax incentives on 

personal income tax 

and other taxes

Available in many countries. Broad range of tax incentives on R&D 

and entrepreneurial investments and revenues that apply to 

personal income tax, value added tax or other taxes (consumption, 

land, property ec.). Indirect, non-discriminatory.

National Innovation and Science Agenda (Austria), 

tax incentives for researchers (Indonesia), tax 

incentive for individuals for investment in SMEs 

(Iceland)

Direct public 

funding

Tax 

incentives (*)

Indirect 

public 

funding

   Financing instruments

Equity 

financing (*)

Grants, subsidies

Technology consulting services, 

extension programmes

Public procurement for R&D and 

innovation (*)

Innovation vouchers

Debt 

financing

Debt/Equity 

financing
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Recent policy trends 

Figure 1. Government funding of business R&D, direct funding and R&D tax 
incentives, 2014 or latest year available 

As a percentage of GDP 
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Statlink2 

  

http://www.oecd.org/sti/rd-tax-stats.htm
http://www.oecd.org/sti/rd-tax-stats.htm
http://dx.doi.org/10.1787/888933444976
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Figure 2. Relevance of major funding instruments in the policy mix for business R&D 
and innovation, 2016 

As a percentage of total country self-reported responses 

Panel 1. Relative relevance of funding instruments 

 

Panel 2. Change in the relative relevance of public funding instruments 
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Figure 3. Initiatives to finance business R&D and innovation among other areas of 
STI policy change, 2014-16 

Percentage of policy initiatives that have been newly introduced, revised or repealed over the 

period 
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