UK tech sector prepares for Autumn Budget amid innovation and security challenges
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UK tech leaders are approaching the forthcoming Autumn Budget with a blend of optimism and concern, recognising the budget's crucial role in shaping the sector’s trajectory. Central to this is the reliance on research and development (R&D) tax reliefs, with Ben Bilsland of RSM UK highlighting that an overwhelming 99% of tech businesses submitted claims in the past year. This tax relief regime forms the backbone of financing for innovation in the tech industry, and any reduction could severely disrupt cashflow, potentially forcing layoffs and stalling development. Yet, challenges persist in the interaction with HMRC; RSM UK’s survey revealed that over a third of companies had claims initially accepted then questioned, resulting in repayments, while another quarter faced preliminary scrutiny before approval. This points to a pressing need for a more accessible and less intimidating R&D claims process to encourage sustained innovation and prevent companies from hesitating to file claims.
The UK government’s Digital and Technologies Sector Plan outlines an ambitious vision to propel the tech sector to a £1 trillion valuation, underpinned by advances in artificial intelligence (AI), quantum computing, and cybersecurity. It emphasises public-private collaboration to improve infrastructure and skills, with cities like Manchester and Bristol identified as emerging tech locales. However, these goals face hurdles, notably a widening skills gap that threatens the UK's global competitiveness. Bilsland notes that the UK lags behind large American companies in AI, quantum, and green technology skills, compounded by a tax regime and immigration policies that may deter talent from relocating to or staying in the country. Recent data underscores this concern; skilled migration fell by 10% last year and by nearly 30% compared to 2022, influenced in part by higher salary thresholds for skilled worker visas and potential limits on salary sacrifice pension schemes, which could weaken compensation packages.
On the investment front, uncertainty looms. Previous speculation around capital gains and inheritance tax increases dampened dealmaking, with investors and founders adopting a cautious stance. Expectations that the Autumn Budget might introduce further tax pressures fuel fears that deal activity could slow once again, although the potential for interest rate cuts could offer some reprieve. Government documents also recognise external pressures including geopolitical tensions and the imperatives of sustainability, highlighting opportunities for AI-driven advancements in sectors like healthcare, finance, and energy. Maintaining steady investment in these areas remains critical.
Cybersecurity emerges as a vital theme in the broader economic context. Will Benton, Regional Vice President EMEA at Trustwave, warns of a profound and immediate threat to the UK economy posed by cyberattacks, citing recent breaches at companies like Marks & Spencer and Jaguar Land Rover that have caused substantial financial damage. Benton stresses the need for increased government investment in digital defences, clearer guidance from the National Cyber Security Centre (NCSC) on robust cyber resilience practices, and enhanced public-private sector collaboration to implement effective regulations. The upcoming budget offers an important opportunity for the government to reinforce the UK's cyber defences in line with its economic ambitions.
Contrasting with headlines blaming AI for a recent rise in the UK’s unemployment rate, Pedro Varela, Head of AI at Slalom, presents a more nuanced perspective. While acknowledging AI’s transformative impact on the labour market, Varela points out that AI is also creating new jobs faster than it eliminates them. Data from Slalom indicates that 64% of UK and Ireland organisations are either developing or planning AI-related roles, reflecting a growing demand for upskilling and reskilling to meet evolving needs. However, Varela cautions that AI literacy must continuously evolve given the rapid pace of tech change, and without stronger collaboration between government, educators, and business, the UK risks falling behind in the global AI race. The Autumn Budget will be closely watched for its signals on support for AI skill development, innovation funding, and strategic partnerships.
Complementing these concerns, recent government initiatives underscore a commitment to advancing frontier technologies. A £1 billion investment plan aims to support innovation in quantum computing, engineering biology, and semiconductors, reinforcing the UK’s ambition as a global tech leader. In the cybersecurity sector, a newly announced Cyber Growth Action Plan allocates up to £16 million to accelerate the development of innovative startups and strengthen national cyber capabilities. Industry data from PwC further reflects a prioritisation of cybersecurity and AI, with 85% of UK businesses planning to boost cybersecurity budgets in 2026 and 61% investing in AI upskilling within the next year, signalling strong market momentum towards these priorities.
Internationally, the UK and the US have recently agreed on a substantial £31 billion "Tech Prosperity Deal" aimed at deepening cooperation in AI, quantum computing, and civil nuclear energy. Leading American tech companies, including Microsoft and Nvidia, have committed significant investments in the UK, enhancing its position within the global technology arena.
Lastly, a broader industrial strategy focussing on clean energy and advanced manufacturing, backed by billions in R&D investment, complements the tech sector’s ambitions. This ten-year plan aims to lower energy costs for businesses and scale clean energy investments, reflecting the government's recognition that sustainability and innovation go hand in hand.
In sum, the UK's tech ecosystem stands at a pivotal moment. The Autumn Budget will be scrutinised not just for fiscal measures, but as a barometer of the government's commitment to nurturing innovation, addressing skill shortages, securing critical infrastructure, and maintaining global competitiveness in an era increasingly defined by AI and cybersecurity challenges.
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