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Executive Summary 

Companies with €5 million in annual R&D 
costs generate between €1.05 and €1.4 million 
in annual cash inflows through European 
public R&D funding instruments, plus a 
retroactive one-time effect of up to €5.6 
million. Most companies leave this potential 
untapped. Not due to a lack of eligibility. But 
because three structural errors prevent 
systematic utilization: funding is treated as a 
project rather than a process, Finance and 
R&D operate in silos, and liquidity 
effects remain outside financial planning. 

The result is a structural management deficit 
with direct consequences for cash flow,  
margins, and audit security. 


This whitepaper is aimed at CFOs and finance 
executives who think of funding not as an 
application, but as a financial instrument. It 
shows why most approaches fail and how an 
enterprise grade process concretely impacts  
P&L, cash flow, and equity ratio. 
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Drie effecten die tellen:

EBIT and Margin: Innovation costs are systematically refinanced, 
not fully borne by the operating budget

Liquidity Planning: Cash inflows become predictable, 
synchronized with year-end close and tax assessment

Audit Security: Clear R&D delineations and documented processes 
substantially reduce clawback risks

ignite-group.com 01



1

The CFO Reality 2026

Financing Innovation Under Pressure

Innovation is today one of the largest investment areas for many 
European companies. Digitalisation, new technologies, sustainable 
transformation, and new product development: capital requirements 
are growing faster than available budgets. At the same time, the CFO 
role has fundamentally shifted: from classical financial control to the 
strategic management of growth, liquidity, and risk. 


This creates three structural tensions that define day-to-day finance: 


Margendruck  Margin Pressure
Rising R&D personnel costs, volatile supply chains, and geopolitical 
uncertainty are squeezing profit margins. Innovation investments put short-
term pressure on EBIT, EBITDA margin, and cash flow without any systematic 
counterfinancing in place.


Investment Imperative
Standing still is not an option. Those who fail to invest in digitalisation, AI, 
and sustainability lose competitiveness. But capital requirements exceed 
available resources in many organisations.

Compliance & Audit Risk 

Tax audits are becoming more intensive across Europe. With tax-based R&D 
incentives and public grant programmes, unclear R&D delineations and 
missing documentation represent a real audit risk and for many finance 
executives, the decisive reason to avoid the topic altogether.

It is precisely in this tension that a financing source 
systematically goes untapped by many companies:  
public innovation funding. 
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The Structural Problem

Why Funding Fails 
In many companies, innovation investments are treated 
financially as a pure cost block: R&D costs appear directly in 
the income statement, transformation programmes burden 
cash flow, funded entirely from the operating budget. This 
creates a permanent conflict of objectives. 

What is systematically overlooked: a portion of these investments could be 
refinanced through public funding programmes. For example, through 
national R&D tax incentives (such as the German Forschungszulage, the 
French CIR, or the Dutch WBSO), national innovation grants, or European 
programmes such as Horizon Europe. Yet this potential remains untapped 
in many companies. Not because eligibility does not exist, but because 
three structural errors prevent systematic use: 

Should a new development project 
be started? 


Can another digitalisation 
programme be financed? 


How much investment is currently 
economically justifiable? 

Error 1 

Funding as a project, not a process 
  

Grant applications are created 
project-driven and opportunistically, 
initiated by departments when a 
suitable programme happens to be 
known.  

Error 2

The result: inconsistent utilisation, missed retroactive opportunities, no influence on financial 
planning. For finance executives who view predictability as a core responsibility, this is 
structurally unacceptable. The real challenge therefore lies not in the eligibility of individual 
projects, but in establishing funding programmes as a manageable financial process. 


Silos between Finance, Tax,  
and R&D 
 

R&D teams know their projects but 
not their tax relevance. Tax knows 
the instruments but not the project 
content. Finance plans budgets 
without factoring in funding 
potential. 

Error 3

Missing integration into financial 
planning and reporting 
 

Even when applications are 
submitted, integration into liquidity 
planning and reporting is missing. 
Cash inflows appear unpredictable 
and unmanageable. 
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The Shift in Perspective

From Application Thinking to Financial 
Architecture 

The decisive difference lies not in the individual application, but in the underlying 
management model. Companies that use funding programmes strategically treat 
them not as a grant application, but as a fixed component of their financial 
architecture. 

Opportunistic Approach Strategic Approach 

Project-driven, reactive 


One-time application 


No influence on financial planning 


High internal coordination effort 


Unclear audit risk 


Unpredictable or no cash inflows 



Systematic, proactive 


Recurring financing component 


Integrated into liquidity planning 
and reporting 


Clear roles, minimal effort 


Audit-proof and audit-secure 


Plannable liquidity effects 



 The difference is not gradual, but structural. Funding does not change the investment 
decision. It changes the financial impact of those investments and makes innovation more 
plannable. When properly integrated, funding programmes work on three relevant levels: 

Liquidity 

Margins 

Predictability  Synchronisation with group financial close and tax assessment 
makes cash inflows foreseeable and manageable, not a 
coincidental effect, but a fixed line item in reporting.

This effect is particularly evident with national R&D tax incentive programmes available across 
Europe. In Germany, for example, the Forschungszulage enables the direct refinancing of 
a portion of R&D personnel costs, retroactively on already incurred costs, without equity 
dilution, without taking on debt. Comparable instruments exist in France (CIR), the Netherlands 
(WBSO), the UK (R&D Tax Credits), Belgium, Austria, and many other European countries.  
Beyond tax incentives, European and national grant programmes, including Horizon Europe, 
national innovation funds, and regional structural funds, pursue a similar objective: supporting 
companies in financing technological development and transformation projects. 
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Retroactive reimbursement of already incurred R&D costs 
creates immediate cash flow effects not anticipated in any 
classical financial plan.

Systematic refinancing of innovation costs improves EBIT and 
profitability without changing the investment strategy.



4
The CFO Approach

Five Steps to Systematic Utilisation 

Companies that successfully use funding programmes as a financial instrument 
follow a clear pattern. Five steps make the difference between a one-time 
application and an enterprise-grade financing component. 

01Margendruck  Create transparency over innovation 
investments


Where in the company do R&D activities take 
place? What costs arise in engineering, product 
development, digitalisation and in which business 
units and countries? Without this transparency, 
funding potential remains structurally invisible. In 
many organisations, this is the critical first 
bottleneck. 


02 Methodically delineate fundable 
activities

Fundability does not arise from new projects. It is 
often already present in existing development 
activities. What is decisive is a methodically sound 
R&D delineation: it is the basis for application 
security, audit-proofness, and a defensible 
position vis-à-vis tax authorities and auditors 
across different jurisdictions.

03 Structurally connect Innovation, Finance, 
and Tax

Clear roles and responsibilities between the 
three areas are not an organisational formality. 
They are the prerequisite for a functioning 
process. Finance evaluates the economic effects, 
Tax ensures compliance with the relevant 
national and European rules, R&D provides the 
technical substance. Without this structure, 
coordination costs exceed the benefits.


04 Establish and scale a company-wide standard 
process

Instead of one-off applications, a documented, 
scalable process is established with clear 
responsibilities, regular evaluation of new 
funding potential, and uniform standards across 
business units and national borders. Only on this 
basis does funding become a manageable 
financing component.


05Margendruck  Integrate into financial planning and reporting  

Cash inflows from funding programmes become a fixed, plannable line item. For finance executives, this creates an 
additional management lever: innovation investments can be planned not only strategically, but also financially, with 
measurable effects on P&L, cash flow, and equity ratio.

This provides those responsible for financial matters 
with an additional lever for steering the organisation: 

Investments in Innovation are not only strategic 
but also easier to plan from a financial perspective, 
with measurable effects on the profit and loss 
account, cash flow and solvency.
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Calculation Example 

SME with €5 Million in Annual R&D Costs 


numbers based on the German Forschungszulage

Rechenbeispiel: Unternehmen (KMU) mit 5 Millionen Euro jährlichen F&E-Kosten

Parameter Value  Effect

For CFOs, this means: a portion of innovation costs transforms from a pure cost block into a 
recurring liquidity lever. The calculation: starting from annual R&D personnel costs, experience 
shows that 60 to 80 percent typically qualify across most European R&D funding instruments. 
This yields an eligible basis of €3 to €4 million. Applied to this basis, incentive rates of up to 35 
percent, as available in Germany (Forschungszulage), France (CIR), and other European 
countries, result in an annual cash inflow of €1.05 to €1.4 million. No loan, no equity 
dilution. A direct reimbursement. 

Retroactive effect  
(up to 4 years, instrument-dependent) 

Annual R&D personnel costs 

Eligible share (typical) 

R&D tax incentive / grant rate 
(up to 35% on eligible personnel costs) 

€5.000.000

60-80%

35%

-

Basis for R&D funding instruments 

€3-4M in eligible costs 

€1.05–1.4M annual cash inflow 

One-time effect of up to €5.6M possible 

What is frequently overlooked: Many European R&D 
funding instruments apply retroactively for up to four 
years. Those who start today can claim not only future 
costs, but also investments already made. The one-time 
effect can total up to €5.6 million. This results in a 
liquidity boost not anticipated in any classical financial 
plan.

These figures are not theoretical. They reflect results we 
realise annually for our clients with a success rate of 
over 95% and a renewal rate of nearly 100% after the 
first year. 
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Practical Example
From One-Time Application to Group 
Standard 

A European engineering company with 
approximately €8 million in annual R&D 
personnel costs had already applied for 
national R&D funding once: project-driven, 
initiated from the R&D department, without 
integration into financial planning. The cash 
inflow came late, internal coordination was 
cumbersome, and repeatability was unclear. 

After introducing a structured group-wide 
process with clear responsibilities between 
Finance, Tax, and R&D, a methodically sound 
R&D delineation, and synchronisation with the 
group financial close everything changed 
fundamentally. 

The Result

An annual cash inflow of approximately €1.7 
million, plannable and audit-proof, plus a 
retroactive one-time effect of over €4 million 
in the first year. Today, R&D funding is a fixed 
component of budget planning and not a 
special project, but a standardised financing 
building block.
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Conclusion 

Innovation does not have to be a pure cost. It can be systematically refinanced. 

Innovation costs are a pure cost block in most 
companies. It does not have to be that way. 

European public R&D funding instruments from national tax incentives to Horizon 
Europe are not programmes purely for R&D departments. They are financing 
instruments with direct impact on cash flow, EBIT, and equity ratio. When properly 
embedded, they deliver plannable liquidity effects, improve margins, and create audit 
security. Year after year.



The difference between companies that use funding programmes systematically and 
those that do not is not an information problem. It is a process and integration 
problem: missing integration into financial planning, unclear responsibilities, missing 
processes. 


The decisive question is therefore not whether funding potential exists in your 
organisation. But how much of it is already being systematically utilised today and 
what it costs not to. 
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The Next Step


A reliable assessment of funding potential is available faster 
than expected in most cases. Ignite Group analyses together 
with your organisation which R&D activities are eligible across 
relevant European and national instruments, what liquidity 
effects are realistically achievable, and what an audit-proof 
company-wide process looks like. 

Why external expertise makes the 
difference

All of this requires experience that is nearly impossible to 
build internally. Those who know the European funding 
landscape know which delineations are recognised under 
different national and EU frameworks, where potential is 
systematically overlooked, and how an application must 
be structured to withstand a potential tax audit or grant 
review. This experience advantage is not theoretical, it is 
built through thousands of realised applications, across 
different industries, countries, and audit cycles. 


For organisations, this means: maximum funding 
potential, minimal internal effort, and a process that is 
audit-proof before it is tested for the first time. 

Turn innovation into 
predictable cash flow. 
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Together we 
ignite progress. 

About Ignite Group 

Ignite Group is a leading European full-service funding advisory, helping 
innovation-driven businesses and organisations use public funding as a 
strategic financing tool. Our aim is to realise the maximum funding 
potential for every customer, with minimal internal effort and the highest 
level of audit assurance. 


With over 25 years of experience, more than 300 funding and sector 
specialists, and the targeted use of AI-powered technology, we support 
our customers across every stage of the funding process: from 
identifying all qualifying opportunities and structuring projects for 
compliance, to audit-ready applications, documentation and reporting. 


In 2025 alone, Ignite Group secured over €500 million in public funding 
for its customers across Europe, achieving a 95% success rate and 99% 
compliance across all regulatory audits. Together we ignite progress. 

2025 in cijfers.
Funding secured Success rate


95%
Compliance audit

€500M 99%

Ignite Group 
info@ignite-group.de 
+49 6894 999560 
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