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Chapter 4 Measurement of R&D expenditure: Performance and sources of funds

4.3. Funding of R&D

4.81 Table 4.2 summarises the intersection of units performing R&D and the sources of
R&D funds. The amounts reported in cell (i) plus cell (ii) represent total intramural
R&D expenditures and the sources of those funds ( as reported by the performer). Cell
(iii) represents the amount of money paid/transferred to other units for extramural

R&D performance ( as reported by the funder).

Table 4.2. Inrersection of performing and funding R&D

R&D performance within the R&D performance outside the

unit unit

Internal sources | (i) Intramural R&D (iii) Funding extramural R&D




of funds performed with internal funds | performance using internal funds

External sources | (i) Intramural R&D (iv) Funding extramural R&D

of funds performed with external funds | performance using external funds

4.82 Cell (iv) represents the amount of money received by one recipient unit from a
second “originating” unit that is subsequently paid/transferred (that is,
subcontracted/sub-awarded) to a third sub-recipient unit for extramural R&D
performance. To avoid double counting, the sub-recipient unit should report the amount
of (iv) as intramural R&D externally funded by the “originating” unit. The initial
recipient of external funds should in principle not include the amount in any of its R&D
totals. National statistical offices may need to include explicit questions in R&D surveys

to identify, and eliminate, such “pass-through” R&D funds from reported totals.

4.143 Problems may arise when funds pass through (flow within and across) several
units before reaching the performer. This may occur when R&D is sub-contracted, as
may happen particularly in the Business enterprise sector. This also may occur when an
R&D grant has sub-awards and R&D funds are passed through to other recipients, as
may happen particularly in the Higher education sector. The performer should report
costs only for R&D projects actually conducted rather than as inputs into some other

unit’s R&D, and indicate, to the extent possible, the original source of the funds for
R&D.
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Chapter 6 Measurement of Expenditures Devoted to R&D

6.3.3. Identifying the sources of flows of R&D funds

Sub-contracting and intermediaries

404. Problems arise when funds pass through several organisations. This may occur
when R&D is sub-contracted, as sometimes happens in the business enterprise sector.
The performer should indicate, as far as possible, the original source of the funds for
R&D. The same problems arise for EU funding, as the funds first go to the main
contractor and are then distributed among the other participants (sub-contractors). In
some countries, intermediary non-performing organisations play an important role in
the financing of R&D by distributing among performers grants received from several
different sources but not “earmarked” for specific purposes. Well-known examples are
the Stifterverband flir die Deutsche Wissenschaft and the Deutsche
Forschungsgemeinschaft in Germany. In such cases, while it is acceptable to regard
these organisations as the source, it is nonetheless preferable to attempt to trace the

funds to their original sources.
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