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relating to the promotion of research,
development and innovation

PUBLIC AID: SUPPORTING
RESEARCH AND INNOVATION
IN LUXINNOVATION

The ambition of many entrepreneurs
is to make a name for themselves and
become known and renowned; they
understand the necessity of compet-
itiveness and want to generate deci-
sive competitive advantages for their
companies. Research and innovation
are key instruments in their tool box.
In order to help and stimulate them
in these endeavours, the Luxembourg
Government has made the 2009 legal
framework more dynamic in order to
provide support throughout the entire
innovation process.

With this new law, the Government is
clearly showing its desire to facilitate
the involvement of the entire SME com-
munity in innovation activities. The text
places a particular emphasis on SMEs
which are the backbone of the econo-
my and provides them with access to
State aid through simplified schemes
that cover consultancy fees as well the
secondment of highly qualified staff
and intellectual property protection.
Another scheme for SMEs focuses on

process and organisational innovation.
This latter is also available for large
enterprises as long as they implement
their innovation together with a small
or medium-sized enterprise.

The Government also wishes to high-
light the added value of collaborative
research via two specific tools aiming
to encourage cooperation between
companies or between companies
and public research organisations.
The aid scheme dedicated to inno-
vation clusters has thus been adapt-
ed to allow the granting of aid for a
longer period of time. In parallel, a
new scheme supporting the sharing
of research equipment through in-
frastructure available to the scientific
community has been created.

In addition, the Government has cho-
sen to simplify the current process
for aid applications, most notably for
those regarding research and devel-
opment or innovation projects as well
as young innovative enterprises which
no longer have to be approved by an
interministerial commission as long as
the amount of aid requested is below
€200,000.



| hope that companies will take ad-
vantage of the opportunities offered
to them through these measures in
order to integrate innovation into the
management of their daily operations.
This brochure provides a detailed pres-
entation of the aid schemes included in
the new law, their implementation and
applicable funding criteria. It provides
project managers with a clear overview
of state aid dedicated to research, de-
velopment and innovation. On behalf
of the Luxembourg Government, | en-
courage you to get involved and to
persevere on the road that leads to
innovation.

Francine Closener
Secretary of State of the Economy

Developing a successful innovation
project takes three main ingredients:
an excellent idea, the skills to trans-
form that idea into action and the
funding needed to turn that action
into reality. With Luxembourg’s new
research, development and innovation
aid schemes, companies with bright, in-
novative ideas - in particular small and
medium-sized enterprises (SMEs) - are
able to gain easy access to a range of
attractive funding opportunities.

SMEs cannot only enjoy financial
support for research and develop-
ment projects and programmes, but
also obtain specific innovation aid to
strengthen their competitive position.
In addition, the aid schemes include
support for research infrastructures as
well as for investments in and the oper-
ation of innovative clusters, which will
give rise to national competence cen-
tres in key fields and thus strengthen
Luxembourg’s economy.

Knowing which aid scheme is the most
appropriate for your projects is no easy
task. This is where our specialists come
into play. We can advise you on how to
meet the funding criteria. We can also
help with structuring your projects,
finding external partners and deriving
maximum long-term benefits from the
project outcome. Please contact us -
we are ready to help.

Raymond Schadeck
Board Chair, Luxinnovation




Funding criteria

THIS BROCHURE TARGETS
COMPANIES THAT COULD
POTENTIALLY BENEFIT FROM
LUXEMBOURG RESEARCH,
DEVELOPMENT AND INNOVATION
(RDI) AID SCHEMES UNDER THE
LAW OF 17 MAY 2017 RELATING TO
THE PROMOTION OF RESEARCH,
DEVELOPMENT AND INNOVATION

1- INNOVATION

In this context, innovation means the
implementation of a new or significant-
ly improved product (good or service)
or process, a new marketing method,
or a new organisational method in
business practices, workplace organi-
sation or external relations (Oslo Man-
ual, 3rd edition). Applicants should aim
at developing competitive advantages
on their market and explain the innova-
tion with respect to the state of the art.

2 - ECONOMICIMPACT

The Luxembourg aid schemes are im-
pact-driven. While it is in the very na-
ture of RDI aids to cover part of the
project risks, applicants have to explain
the expected return on investment if
the project is successful.

The expectations include notably that
Luxembourg entities shall aim at being
profit centres and developing addition-
al substance.

3 - FINANCIAL CAPACITY

Any RDI project is an investment re-
quiring available cash flows. While RDI
aid schemes can be used to leverage
the financial capacity of a company,
applicants need to demonstrate the
availability of funds to launch their
projects and ensure the liquidity over
the project duration and the existence
of means to exploit the project results
and bring them to the market.

4 - INCENTIVE EFFECT

No aid can be granted if the project can
be carried out in the same way without
aid. It is of utmost importance to apply
for RDI aids before starting the project,
meaning that the applicant should not
take any prior commitment (i.e. sign-
ing a joint development agreement or
taking any other irreversible step re-
lated to the project implementation).
In the case of large enterprises, the
incentive effect shall be documented,
meaning that the company will have
to explain how the aid will change the
project scope.

5 - SCHEME SPECIFIC CRITERIA

The schemes of the Law of 17 May 2017
have different objectives. This brochure
details the provisions of the law, while
a guide for applicants, available on the
“Guichet” portal and the Luxembourg
Portal for Innovation and Research
(see page 8), details the implementa-
tion of the individual aid schemes.

Please note that the funding rates pre-
sented in this brochure are maximum
rates according to the law. The allo-
cation of aids remains a competence
of the Ministers of the Economy and
of Finance. Aids are thus granted in
a discretionary manner on a case by
case basis.



How to prepare an
aid application

The Ministry of the Economy has
published guidelines for submitting
applications for financial aid on the
“Guichet” portal'.

The Luxembourg Portal for Innova-
tion and Research? also provides these
guidelines under the section “Finance
your innovation project”.

Businesses established less than 3
years ago in Luxembourg are required
to provide a business plan in addition
to the guidelines.

Undertakings that are subject to an
outstanding recovery order following
a previous Commission decision de-
claring an aid illegal and incompatible
with the internal market (article 1(4) of
the European Regulation 651/2014), as
well as undertakings that can be qual-
ified as undertakings in difficulty (Ar-
ticle 2 (18) of Regulation 651/2014), are
excluded from receiving aid.

1 www.guichet.public.lu/entreprises/en/
financement-aides/aides-recherche-
developpement/rdi/aides-rdi/index.html

2 www.innovation.public.lu
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Support available
for preparing an aid
application

Luxinnovation provides personalised
assistance that takes into account the
specificities of individual projects.

The role of Luxinnovation is to pro-
vide guidance to applicants when
preparing their RDI investments. Lux-
innovation allocates a dedicated mul-
ti-disciplinary team to your project
and develops tailor-made solutions,
while maintaining the strictest confi-
dentiality. As part of this support, Lux-
innovation will also assist applicants in
meeting the funding criteria.

Before starting to prepare an aid ap-
plication, it is strongly recommend-
ed to contact Luxinnovation in order
to discuss the project and assess the
possibility to receive aids granted un-
der the law of 17 May 2017.

AVAILABLE
FUNDING
SCHEMES



Research and development projects /

programmes
(Art.3to 5)

WHO IS ELIGIBLE?
All companies.
WHAT COSTS CAN BE COVERED?

Funding can be provided for com-
panies entering into R&D projects or
programmes.

R&D activities have to be classified ei-
ther as experimental development or
industrial research. A single project/
programme may comprise different
experimental development and/or in-
dustrial research activities.

All costs directly related to the R&D
project or programme are admissible:

# personnel costs: researchers, techni-
cians and other supporting staff to
the extent that they are employed on
the project;

# costs of instruments and equipment
to the extent and for the period that
they are used for the project. Where
such instruments and equipment are
not used for their full life for the pro-
ject, only the depreciation costs cor-
responding to the life of the project,
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as calculated on the basis of gener-
ally accepted accounting principles,
are considered eligible;

# costs of contractual research, knowl-
edge and patents bought or licensed
from outside sources at arm’s length
conditions, as well as costs of con-
sultancy and equivalent services
used exclusively for the project;

# additional overheads and other op-
erating expenses, including costs of
materials, supplies and similar prod-
ucts, incurred directly as a result of
the project.

The aid intensity may be increased by
15% if the project involves effective
collaboration:

# with a research institute that bears
at least 10 % of the eligible costs
and have the right to publish their
own research results;

# with a small and medium-sized en-
terprise or an independent com-
pany located in another European
Union member state or in Iceland,
Liechtenstein and Norway.

i Large i Medium-sized i Small
Max. aid intensities i enterprise i enterprise i enterprise
Experimental development | 25% ' 35% ' 45%
Experlmentarl development ! 40% ' 50% L 60%
+ collaboration ! ! !
Industrial research : 50% : 60% : 70%
Industrial research + i 65% i 759% i 80%

collaboration

EXPLANATION OF TERMS

Industrial research means the planned
research or critical investigation aimed
at the acquisition of new knowledge and
skills for developing new products, pro-
cesses or services or for bringing about
a significant improvement in existing
products, processes or services. It com-
prises the creation of components parts
of complex systems, and may include the
construction of prototypes in a laborato-
ry environment or in an environment with
simulated interfaces to existing systems
as well as of pilot lines, when necessary
for the industrial research and notably
for generic technology validation.

Experimental development means ac-
quiring, combining, shaping and using
existing scientific, technological, busi-
ness and other relevant knowledge and
skills with the aim of developing new or
improved products, processes or servic-
es. This may also include, for example,
activities aiming at the conceptual defini-
tion, planning and documentation of new
products, processes or services.

Experimental development may com-
prise prototyping, demonstrating, pi-
loting, testing and validation of new or
improved products, processes or ser-
vices in environments representative
of real life operating conditions where
the primary objective is to make fur-
ther technical improvements on prod-
ucts, processes or services that are not
substantially set. This may include the
development of a commercially usable
prototype or pilot which is necessari-
ly the final commercial product and
which is too expensive to produce for it
to be used only for demonstration and
validation purposes.

Experimental development does not
include routine or periodic changes
made to existing products, production
lines, manufacturing processes, servic-
es and other operations in progress,
even if those changes may represent
improvements.

1



Feasibility studies

(Art. 6)

WHO IS ELIGIBLE?
All companies.
WHAT COSTS CAN BE COVERED?

All costs directly related to the feasi-
bility study are admissible (the same
categories of costs as for research and
development projects).

EXPLANATION OF TERMS

A feasibility study means the evaluation
and analysis of the potential of a project,
which aims at supporting the process
of decision-making by objectively and
rationally uncovering its strengths and
weaknesses, opportunities and threats,
as well as identifying the resources
required to carry it through and
ultimately its prospects for success.

i

. Large
Max. aid intensities | enterprise
Feasibility studies | 50%

i i

i Medium-sized | Small

. enterprise . enterprise
' 60% L 70%

Innovation aid for SMEs

(Art. 7)

WHO IS ELIGIBLE?
Small and medium-sized enterprises.

WHAT COSTS CAN BE COVERED?

Max. aid intensities

Consultancy services provided by
external consultants

Costs for obtaining, validating
and defending patents and other
intangible assets

Costs for secondment of highly
qualified personnel

Innovation advisory and support
services

EXPLANATION OF TERMS

Consultancy services provided by ex-
ternal consultants: the services con-
cerned shall not be a continuous or
periodic activity nor relate to the un-
dertaking’s usual operating costs, such
as routine tax consultancy services,
regular legal services or advertising.

Medium-sized

enterprise Small enterprise

50%

50%

50%

Up to T00% with a maximum of
€200,000 per company within any
3-year period

Admissible costs for obtaining, val-
idating and defending patents and
other intangible assets: intangible as-
sets means assets that do not have a
physical or financial embodiment such
as patents, licences, know-how or oth-
er intellectual property.
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Admissible costs for secondment of
highly qualified personnel are the
staff costs seconded from a research
and knowledge-dissemination organi-
sation or a large enterprise, working on
research, development and innovation
activities in a newly created function
within the beneficiary and not replac-
ing other personnel;

Secondment means the temporary
employment of staff by a beneficiary
with the right for the staff to return to
the previous employer;

Highly qualified personnel means staff
having a tertiary education degree and
at least 5 years of relevant profession-
al experience which may also include
doctoral training.
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Admissible costs for innovation advi-
sory and support services comprise:

# innovation advisory services: con-
sultancy, assistance and training in
the fields of knowledge transfer, ac-
quisition, protection and exploitation
of intangible assets, use of standards
and regulations embedding them;

# innovation support services: the
provision of office space, data banks,
libraries, market research, labora-
tories, quality labelling, testing and
certification for the purpose of de-
veloping more effective products,
processes or services.

Aid for young innovative enterprises

(Art. 8)

WHO IS ELIGIBLE?

Eligible companies shall be unlisted
small enterprises up to five years fol-
lowing their registration, which have
not yet distributed profits and have
not been formed through a merger.

This definition applies to the aid appli-
cant and to all partner companies and
linked companies.

An innovative enterprise is a company:

# that can demonstrate, by means of
an evaluation carried out by an ex-
ternal expert, that it will in the fore-
seeable future develop products,
services or processes which are new
or substantially improved compared
to the state of the art in its industry,
and which carry a risk of technologi-
cal or industrial failure; or

Max. aid i Small enterprise

Aid for start-ups !

# whose research and development
costs represent at least 10 % of its to-
tal operating costs in at least one of
the three years preceding the granting
of the aid or, in the case of a start-up
company without any financial history,
in the audit of its current fiscal period,
as certified by an external auditor.

WHAT COSTS CAN BE COVERED?

All expenses are admissible. Funding
is capped to the amounts invested in
cash in equity by the shareholders and
will not exceed 50% of the total financ-
ing needs.

EXPLANATION OF TERMS

The aid for young innovative enterpris-
es aid scheme is meant to support the
growth of start-ups that can demon-
strate market traction and a high ex-
pansion potential.

Up to €800,000, or up to €1,200,000 in the
communes of Differdange and Dudelange.
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Aid for process and organisational

innovation
(Art. 9)

WHO IS ELIGIBLE?
Small and medium-sized enterprises.

Large enterprises under the condi-
tion of an effective collaboration with
a small or medium-sized enterprise.
Effective collaboration means that no
company bears more than 70% of the
total project costs.

Max. aid i

intensities Large enterprise

1
i
Process and i
organisational
innovation :
1
1
1

total eligible costs.
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15% if the large enterprise
effectively collaborates with
SMEs in the aided activity
and the collaborating SMEs
incur at least 30 % of the

WHAT COSTS CAN BE COVERED?

The eligible costs shall be the following:

# personnel costs;

# costs of instruments, equipment to
the extent and for the period used
for the project;

# costs of contractual research, knowl-
edge and patents bought or licensed
from outside sources at arm’s length
conditions;

# additional overheads and other operat-
ing costs, including costs of materials,
supplies and similar products, incurred
directly as a result of the project.

i Medium- i

! sized ! Small

, enterprise | enterprise
50% 50%

EXPLANATION OF TERMS

Organisational innovation means the
implementation of a new organisation-
al method in an undertaking’s business
practices, workplace organisation or
external relations, excluding changes
that are based on organisational meth-
ods already in use in the undertaking,
changes in management strategy,
mergers and acquisitions, ceasing to
use a process, simple capital replace-
ment or extension, changes resulting
purely from changes in factor prices,
customisation, localisation, regular,
seasonal and other cyclical changes
and trading of new or significantly im-
proved products.

Process innovation means the im-
plementation of a new or significant-
ly improved production or delivery
method (including significant chang-
es in techniques, equipment or soft-
ware), excluding minor changes or
improvements, increases in produc-
tion or service capabilities through
the addition of manufacturing or
logistical systems which are very sim-
ilar to those already in use, ceasing to
use a process, simple capital replace-
ment or extension, changes resulting
purely from changes in factor prices,
customisation, localisation, regular,
seasonal and other cyclical changes
and trading of new or significantly im-
proved product.

17



Investment aid for research infrastructures

(Art. 10)

WHO IS ELIGIBLE?
Companies or research institutions.
WHAT COSTS CAN BE COVERED?

Aid for the construction or upgrade of
research infrastructures that perform
economic activities.

The eligible costs shall be the invest-
ment costs in intangible and tangible
assets.

EXPLANATION OF TERMS

Research infrastructure means facil-
ities, resources and related services
that are used by the scientific com-
munity to conduct research in their
respective fields and covers scientif-
ic equipment or sets of instruments,
knowledge-based resources such as
collections, archives or structured
scientific information, enabling infor-
mation and communication technolo-
gy-based infrastructures such as grid,
computing, software and communica-
tion, or any other entity of a unique na-
ture essential to conduct research.

I . . . -

1 Public research organisations, large enterprises,
Max. aid ' medium-sized enterprises, small enterprises. A research
1
1

intensities

Investment aid i
for research 1 50%
infrastructure !
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infrastructure may be single-sited or distributed.

Access to the infrastructure shall be
open to several users and be granted
on a transparent and non-discrimina-
tory basis. Undertakings which have
financed at least 10 % of the invest-
ment costs of the infrastructure may
be granted preferential access under
more favourable conditions. In order to
avoid overcompensation, such access
shall be proportional to the undertak-
ing’s contribution to the investment
costs and these conditions shall be
made publicly available.

The price charged for the operation or
use of the infrastructure shall corre-
spond to a market price.

Where a research infrastructure pur-
sues both economic and non-economic
activities, the financing, costs and rev-
enues of each type of activity shall be
accounted for separately on the basis
of consistently applied and objectively
justifiable cost accounting principles.
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Investment aid for innovation clusters

(Art. 11)

WHO IS ELIGIBLE?

Legal entities operating innovation
clusters (cluster organisations).

WHAT COSTS CAN BE COVERED?

Investment aid may be granted for the
construction or upgrade of innovation
clusters. The eligible costs shall be the
investment costs in intangible and tan-
gible assets.

Max. aid
intensities

Investment aid
for innovative
clusters
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EXPLANATION OF TERMS

Innovation clusters are structures or
organised groups of independent par-
ties (such as innovative start-ups, small,
medium-sized and large enterprises,
as well as research and knowledge
dissemination organisations, not-for-
profit organisations and other related
economic actors) designed to stimu-
late innovative activity through promo-
tion, sharing of facilities and exchange
of knowledge and expertise and by
contributing effectively to knowledge
transfer, networking, information dis-
semination and collaboration among
the undertakings and other organisa-
tions in the cluster.

Cluster organisation

50%, or 55% for cluster organisations located in the
communes of Differdange or Dudelange.

Access to the cluster’s premises, fa-
cilities and activities shall be open to
several users and be granted on a trans-
parent and non-discriminatory basis.
Undertakings which have financed at
least 10 % of the investment costs of
the innovation cluster may be grant-
ed preferential access under more fa-
vourable conditions. In order to avoid
overcompensation, such access shall
be proportional to the undertaking’s
contribution to the investment costs
and these conditions shall be made
publicly available. The fees charged
for using the cluster’s facilities and for
participating in the cluster’s activities
shall correspond to the market price or
reflect their costs.




Aid for the operation of innovation clusters

(Art. 12)

WHO IS ELIGIBLE?

Legal entities operating innovation
clusters (cluster organisations).

WHAT COSTS CAN BE COVERED?

The eligible costs of operating aid for
innovation clusters shall be the person-
nel and administrative costs (including
overhead costs) relating to:

# management of the cluster to facili-
tate collaboration, information shar-
ing and the provision or channelling
of specialised and customised busi-
ness support services;

# marketing of the cluster to increase
participation of new undertakings or
organisations and to increase visibility;

# management of the cluster’s facil-
ities; organisation of training pro-
grammes, workshops and confer-
ences to support knowledge sharing
and networking and transnational
cooperation.

EXPLANATION OF TERMS

Innovation clusters are structures or
organised groups of independent par-
ties (such as innovative start-ups, small,
medium-sized and large enterprises,
as well as research and knowledge
dissemination organisations, not-for-
profit organisations and other related
economic actors) designed to stimu-
late innovative activity through promo-
tion, sharing of facilities and exchange
of knowledge and expertise and by
contributing effectively to knowledge
transfer, networking, information dis-
semination and collaboration among
the undertakings and other organisa-
tions in the cluster.

Max. aid intensities i Cluster organisation

Aid for the operation
of innovative clusters
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50%, or 55% for cluster organisations located in the communes
of Differdange or Dudelange.
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