


 
 

2019 R&D expenditure data analysed: Are we on track to reach 
2.4%? 

 
The UK Government has placed research and innovation at the centre of its plans for economic and 
social recovery and growth. For many businesses in many sectors of the economy, investing in 
research and development (R&D) will be a necessity to remain competitive and build back better in a 
fast-changing world. Realising and harnessing the opportunities of R&D will require a significant 
increase in both public and private investment. To this end, in 2017 the UK Government set an 
important target for total UK R&D spending to reach the equivalent of 2.4% of GDP by 2027 and 3% 
in the longer term.  
 
Tracking progress towards the 2.4% target relies on an annual release by the Office for National 
Statistics (ONS) that offers estimates of R&D expenditure in the UK. This briefing investigates the 
latest data on R&D expenditure in 2019, specifically exploring whether the UK appears on track to 
reach the 2.4% target.  
 
 

The data at a glance 
The latest data shows that the UK’s R&D spending continued to grow in 2019, with £1.3bn more 
spent on R&D in the UK in 2019 than in 2018. Total R&D spending reached £38.5bn in 2019, with 
total expenditure as a percentage of GDP growing from 1.71% in 2018 to 1.74% in 2019.  
 
Whilst the continued growth in UK R&D spending looks promising, the rate of growth is slower in 2019 
than it has been in previous years. Total R&D spending went up by 3.4% between 2019 and 2018, 
and represents the lowest percentage growth since 2013.  
 
The figure below shows the growth over time of UK R&D expenditure, split by both public and private 
R&D spending. The greatest proportion of UK R&D expenditure is funded by the private sector 
(72.7%) compared to 27.3% funded by the public sector. In 2019, public R&D expenditure grew by 
over 7% compared to 2018, which was the second year in a row where public R&D expenditure grew 
by over 7%. Private R&D expenditure did not grow as quickly. At 2.05%, the growth rate of private 
R&D expenditure was at its lowest since 2012. 
 



 
 
Are we on track to hit the Government’s 2.4% target? 
The 2.4% target was set to tackle years of UK underinvestment in research. NCUB estimates that had 
the UK invested at the OECD average for the last ten years, UK research would have benefited from 
an additional £44bn of investment, which surely would have led to further advances in technology, 
medicine, energy and strengthened our economic and industrial base. 
 
The latest data release does show some progress being made towards 2.4%. In 2019, the percentage 
of GDP being spent on R&D grew for the seventh year in a row. At 1.74% of GDP, the percentage is 
the highest since 1987, when 1.76% of GDP was spent on R&D.  
 
Although UK R&D expenditure has increased, the figure below shows that it has long fluctuated 
between around 1.5% and 1.7% of GDP. This illustrates that although 2.4% would only take the UK to 
the OECD’s average spend on R&D in 2017, it is an ambitious target to set considering the levels of 
spending seen in recent times.  
 



 
So, is the growth trajectory sufficient to keep the UK on track to reach 2.4%?  
 
For the UK’s R&D expenditure to reach 2.4% of GDP by 2027, total UK R&D expenditure will need to 
grow significantly to an estimated £70bn. So whilst the increase in R&D expenditure is positive, to 
match the ambitions of the 2.4% target, the growth rate will need to accelerate further in future years. 
The change in growth needed each year to meet the 2.4% target is 0.09% on average, three times 
greater than the most recent change in the growth rate (0.03% from 2018 to 2019).  
 
In Autumn 2020, NCUB commissioned Oxford Economics to predict if and when the UK would meet 
the 2.4% target should public R&D spend be raised to £22bn by 2024/25. Their analysis projected 
R&D expenditure in 2019 to be £39.2bn, with £11bn coming from public sources and £28.2bn coming 
from private sources. The projections suggested that the UK’s R&D expenditure in 2019 should hit 
around 1.8% of GDP on the path to 2.4%, which is higher than the 1.74% actual.  
 
So whilst any growth is positive, growth will need to accelerate significantly to reach the targeted 2.4% 
by 2027.  
 
What would this take?   
 

Public R&D spending – what are we seeing and what is needed? 
Progress on public R&D spending has already been made. In the very recent past, growth in public 
R&D expenditure had stagnated. Between 2013 and 2016, public expenditure did not grow by more 
than 1% and even at times declined. The latest data does show that public R&D expenditure grew by 
7% from 2018 to 2019. 
 
This must be welcomed. However, it is important to remember that the UK’s public R&D investment 
has long lagged behind competitors. The growth rate in public R&D expenditure will need to grow at 
an even faster pace to reach 2.4%.  
 



The Government has already committed to do this, pledging to raise public R&D spending to £22bn 
annually by 2024/25. This spending commitment would be a hugely positive step forward and should, 
based on the Oxford Economics’ analysis, keep the UK on track for 2.4%.  
 
However, the journey towards £22bn matters.  
 

Encouraging private investment in R&D 
The latest R&D expenditure data shows that in 2019 growth in private R&D expenditure was at its 
slowest since 2012. This is concerning given that many of the Government’s ambitions for a more 
R&D intensive and innovative economy will rely on greater investment by industry. There is a need to 
better understand the reasons why growth has slowed.  
 
NCUB’s Research to Recovery report shows that a range of factors impact on business decisions on 
whether to invest in R&D, from the availability of skills, datasets, buildings and laboratories, to 
regulation, tax and funding. Given the range of factors that impact business R&D spending decisions, 
it would seem unwise to speculate too much on the reasons for the slowing growth in private R&D 
investment in 2019. However, it is clear that certain increases in public investment will help to 
leverage private investment.  
 
Public investment in R&D underpins some of the factors that are of greatest importance to private 
investment. Public R&D spending stimulates private R&D investment, enabling the fundamental 
research and ecosystem that underpins private R&D investment and giving businesses the 
confidence and environment to invest. It also helps businesses to make investments in higher-risk 
activities, that could bring a high reward with significant spillover benefits.  
 
The most comprehensive estimates for BEIS suggest that £1 of public spending stimulates between 
£1.96 and £2.34 of private spending in the long run. 
 
Analysis of leverage rates suggests that if the Government steadily increases public R&D investment 
over the next couple of years, that investment will do more to leverage private investment than a 
sudden increase in 2024/25. It is therefore important that a steady path of increases to £22bn is laid 
out by the Government, to provide the private sector with greater certainty.  
 
The journey to £22bn is important, but so too is its composition. There is a need to better understand 
what types of public investments are most effective at stimulating private investment.  
 
True before the pandemic but even more critically now, there is a need to support and nurture 
businesses across the UK to see the value and the benefit of R&D and to translate discoveries into the 
commercial solutions to meet the big challenges of our age. The Innovation Strategy, published in July 
2021, which considers the wider range of factors that impact private R&D and innovation investment, is 
a critical starting point.  

 
A challenging backdrop 
The years ahead may look particularly challenging for private R&D spending. There is a growing body 
of evidence that the pandemic has also impacted on business R&D investment and innovation 
activities, as well as universities’ ability to contribute to the innovation system. Whilst the impact of the 
pandemic will not be fully apparent until new data is released next year, evidence suggests that in 
most sectors we will likely see a decline in business R&D spending in 2020.  
 



Against this challenging backdrop, there is an urgent need to consider what levers can be pulled to 
encourage private sector R&D and innovation investment. The Innovation Strategy recognises the 
central role that the public sector has to play in creating an effective innovation ecosystem. However, 
there is a need to move quickly towards a combined offer from Government, involving trade, 
education, health and treasury would, therefore, appeal to businesses and motivate them to invest 
both time and money in research and innovation, to turn the trend of slowing private sector R&D 
spending round. 
 

Reflections  
Overall, the data suggests that the trajectory remains one of growth in R&D spending and this must 
be welcomed. However, progress did slow in 2019 and will need to accelerate it if 2.4% is to be 
achieved. This includes the rate of growth in both public and in private R&D expenditure.  
 
This means that whilst there is a positive increase in R&D expenditure, there is still a long way to go 
to drive the growth needed to reach 2.4%.  
 
There is a risk that falling short of the target investment by a little each year will lead to a further 
cumulative deficit in R&D spending. The impact of the Covid-19 pandemic will also create a more 
challenging backdrop for the private sector to invest, and it is possible that future years will show 
declines in private sector R&D investments.  
 
As we move into a period of economic recovery, it is imperative that government continue to raise the 
level of public R&D expenditure in the coming years, and in turn make sure that private funding 
continues to be leveraged as a result. Both will be key to meeting the R&D spending target and 
turning the UK into a scientific superpower. 
 
If we are to adapt and build back better, now is the time to invest in, not away from, research and 
innovation.  
 
…A quick note on the data 
The data summarised covers R&D spending in the year 2019. However, the reporting period for the 
data was dependent upon the institution, with some variation of reporting period within groups of 
institutions. 
 
While higher education establishments provided data on their R&D activity for the academic year 
2019-20, government departments tended to provide data for the financial year. Businesses and 
private non-profit organisations on the other hand either provided by calendar year or for the financial 
year (between 6 April and 5 April).  
 
What all of this means is that, while data on the R&D expenditure of higher education institutions is 
bound to have been affected by the Covid-19 pandemic (beginning with the first lockdown in March 
2020), it is difficult to say how much of the rest of the data has also been affected. What is clear 
however, is that this data gives us some indication of the direction the UK’s R&D and innovation 
economy was heading in before the unprecedented circumstances caused by the pandemic. 
 
The ONS is currently reviewing how they measure R&D performed in the UK, with improved methods 
being implemented ahead of the next release of data on R&D expenditure in 2022. The changes in 
measurement methods could boost the UK’s expenditure by between 0.1 to 0.3 percentage points.  
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