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How small and mid-cap quoted companies contribute to markets

Introduction
Politicians and business leaders often refer to small and mid-size quoted companies
(SMQCs) as being pivotal to the future of the British economy. But the definition of
“small and mid-size” can cover a huge range of companies, and the difference between
the UK’s largest companies and the rest is stark, as we present in this paper.
In particular, we examine the companies quoted on the UK’s public equity markets to
highlight the difference in size between the largest 100 companies and the rest.
SMQC make massive contribution to society
and stock market

We also present data that show the massive contribution that SMQC make to our
society and to the stock market.
In particular, we note the following for SMQCs.
►

They represent 93% of all the companies quoted on the London Stock Exchange
(LSE) by number (when investment companies and certain other categories are
excluded – see ‘Our sample’ for more detail).

►

They collectively have a market capitalisation of £428bn by value, representing
20% of the total market capitalisation of the LSE (with the same exclusions) 1.

►

They employ over 3 million workers.

►

They account for a substantial proportion of the workforce of all quoted
companies in many regions of the UK.

►

They contributed at least £26.5bn in taxes in 2017/18, we estimate, considering
just Corporation Tax, Income Tax and National Insurance (NI), and ignoring VAT
and Business Rates.

The landscape of quoted companies
On the last trading day of February 2019, the LSE had a total of 2,068 companies listed
on its markets (the Main Market and AIM) 2. However, this list includes investment
companies and international companies whose London quote is a secondary one, and
which are not really relevant for this piece of work. Filtering these companies out
leaves 1,349 companies.

LSE quoted companies, by number

Main Market
AIM
Total

LSE
Hardman/QCA SMQC List
All
Filtered all Small and MidExcluded
%
companies
companies
cap
1,156
623
533
433
81%
912
96
816
816
100%
2,068
719
1,349
1,249
93%
Source: LSE, Hardman & Co, Quoted Companies Alliance

Our ‘Hardman/QCA SMQC List’ excludes the 100 largest companies by market
capitalisation, leaving just SMQCs. The table below shows that SMQCs form a critical
part of the universe of companies quoted on the LSE. The 433 companies listed on the
Main Market represent 81% of all the ‘filtered’ companies listed, while all 816 AIM

1
2
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As at the close on 28 February 2019
LSE: ‘Companies defined by mifir identifiers list on LSE'
https://www.londonstockexchange.com/statistics/companies-and-issuers/companies-and-issuers.htm

3

How small and mid-cap quoted companies contribute to markets
companies are SMQCs. Adding the two markets together, we find that 93% of the
companies by number in our filtered list are SMQCs.
Using the same criteria to look at market capitalisations, we find that the
Hardman/QCA SMQC List accounts for 20% of the entire capitalisation of the filtered
list.

LSE quoted companies by market capitalisation, in £bn
LSE
Hardman/QCA SMQC List
All
Filtered all Small and MidExcluded
%
companies
companies
cap
3,768
1,712
2,056
342
17%
96
9
87
87
100%
3,864
1,721
2,143
429
20%

Main Market
AIM
Total

Source: LSE, Hardman & Co, Quoted Companies Alliance

Another way to illustrate the distribution of companies is to rank them by market
capitalisation, which the following figure does. The blue dots are the 100 largest
companies, the grey the SMQCs.

Market capitalisation as at end-February 2019
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Employment
SMQCs represent 42.1% of all quoted
company employees

We have carried out an intensive exercise regarding employment using Thomson
Reuters data, with samples of that data cross-checked against published accounts, and
the figures from annual accounts used where Thomson Reuters is missing data. We
collected data for all companies for their years ending during calendar 2019. For more
detail, and the caveats to this data, see our methodology section later.

Employees by quoted company universe
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57.9%

2,000,000
1,000,000

42.1%
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All companies

Largest 100 companies

Hardman/QCA SMQC List

Source: LSE, Hardman & Co, Quoted Companies Alliance, company accounts

Our survey showed that, excluding investment companies and international
companies whose London quote is a secondary one, quoted LSE companies had
7,235,156 employees (N.B. we have excluded companies whose registered offices are
not in the United Kingdom; these companies employ an additional 642,249 staff, some
of whom may be in the United Kingdom) .
Clearly, not all these 7.2m employees are in the UK, but, unfortunately, there is no way
of getting a definitive answer as to what that proportion might be. Nevertheless,
employees in quoted companies must represent a large part of the labour force. Data
from the Office for National Statistics show total employment in the United Kingdom
at December 2018 of 32,714,000. 3 Of these, 83.6% (27,341,000) work in the private
sector and 16.4% (5,373,000) in the public sector.
If we exclude the 100 largest companies by market capitalisation and just consider the
Hardman/QCA List of SMQCs, we find the number of employees falls to 3,045,747.
Again, we cannot know the proportion of these in the UK, but it is likely to be much
higher than the figure for the 100 largest companies. It is significant that SMQCs
represent 42.1% of all employees in our filtered list.

Employment by region
In many regions, SMQCs account for the
bulk of quoted company employees

Understanding how the quoted company labour force is distributed by region in the
UK is a difficult exercise, because companies are not required to publish such data.
Some do; most do not. Thus, we have used the location of the head office as a proxy.
Some companies have workforces spread across the country, while others have a very
strong regional bias. We have had to use the location of the headquarter (HQ) as a
proxy and assume all employees work in that region. This will inevitably exaggerate the
importance of London. For example, Rolls-Royce is headquartered in Buckingham

3
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Gate, London, but probably only a few hundred of its 23,435 UK workforce are based
there.
The table below shows the distribution by region, using the HQ as the locator. Despite
all the caveats outlined above, one aspect strikes us: in many regions, SMQCs account
for the bulk of quoted company employees.

Quoted company employment by region, 2018
Region

All companies

% of UK
employment

Small- and mid-cap
companies

% of UK
employment

3,194
20,791
56,632
128,412
167,238
176,902
194,197
212,784
330,071
795,682
1,330,994
3,818,259
7,235,156
565,109
52,901
18,973
5,266
7,877,405

0.0%
0.3%
0.8%
1.8%
2.3%
2.4%
2.7%
2.9%
4.6%
11.0%
18.4%
52.8%
100.0%

3,194
11,455
42,972
90,240
112,848
170,637
109,549
98,453
220,425
199,455
350,993
1,635,526
3,045,747
143,364
52,901
11,285
5,266
3,258,563

0.1%
0.4%
1.4%
3.0%
3.7%
5.6%
3.6%
3.2%
7.2%
6.5%
11.5%
53.7%
100.0%

Northern Ireland
Wales
North East
North West
South West
West Midlands
East Midlands
Yorkshire and The Humber
Scotland
East of England
South East
London
Sub-total
EMEA
UK Offshore Territories
AMER
APAC
Total

Small- and mid-cap
as % of all
companies
100.0%
55.1%
75.9%
70.3%
67.5%
96.5%
56.4%
46.3%
66.8%
25.1%
26.4%
42.8%
42.1%

Source: LSE, Hardman & Co, Quoted Companies Alliance, company accounts

We have also shown the number of employees for quoted companies whose HQ is not
in the UK.

Tax paid
SMQCs in UK contributed at least
£26.5bn to public purse in 2017/18, we
estimate

In 2017/18, we estimate that SMQCs in the UK contributed at least £26.5bn to the
public purse – about 5% of the total. This figure includes estimates of Corporation Tax,
Income Tax and NI. It does not take into account VAT and Business Rates.

Corporation Tax
In 2017/18, HMRC collected £54.4bn in Corporation Tax 4. Of this, £1.8bn was paid
by offshore companies, leaving a net figure of £52.6bn. Our data suggest that £43.7bn
in corporation taxes was paid by the quoted sector. Much of this will not be to HM
Treasury, but rather to its overseas equivalents, and companies are not required to
disclose the identity of recipients. The figure for SMQCs is probably more reliable,
given their UK-centric focus. If we assume all of the tax line was paid in the UK
(admittedly a large assumption), then SMQCs contributed £4.8bn in Corporation Tax
to the public purse.
To produce our estimates, we collected data for tax paid by every company quoted on
the LSE. See our methodology section later for more detail.

Income Tax and NI
Income Tax and NI are the largest generators of tax revenue for HMRC. In 2017/18,
Income Tax receipts totalled £180bn 5, while NI (from employers and employees)
4
5
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contributed a further £130.9bn. Data showing what proportion of this is derived from
UK quoted companies and, in particular SMQCs, are not available.
Nevertheless, we can make an educated guess:
►

we assume average remuneration is the same for the total UK workforce and
quoted companies;

►

we take the total number of employees reported by SMQCs whose HQ is in the
UK (3,045,747);

►

we assume only 75% of these employees are in the UK (2,284,310);

►

we divide 2,284,310 into the ONS number for all UK employees (32,714,000,
remembering that public and private employees/employers pay Income Tax and
NI); and

►

we multiply the ratio generated in the fourth bullet above by the totals for Income
Tax and NI collected.

Then, we calculate that SMQCs must generate £12.6bn in Income Tax and £9.1bn in
NI, a full 7.0% of those taxes collected.

VAT
Value-added tax (VAT) generated £125.3bn in 2017/18 6. As it is based on valueadded and as tax paid on inputs by a company is deducted from tax collected on sales,
it is difficult for us to calculate. Sales by all quoted companies in our survey year
amounted to £1,737bn, of which £408bn came from SMQCs. Clearly, a portion of
these sales was outside the UK and would not attract UK VAT. The difficulty of
estimating is shown if we multiply quoted sales by 20% – the result is £348bn, nearly
three times the total VAT generated. Thus, we cannot produce a reliable figure.

Business Rates
Business Rates generated £27.8bn in 2017/18 7. Quoted companies will pay Business
Rates, like every other property occupier in the UK. However, there is, again, no
reasonable basis on which to apportion the total figure between quoted and unquoted
companies.

Tax paid in summary
£bn UK tax revenue by source 2017/18
Corporation Tax
Income Tax
NI
VAT
Business Rates
Total

UK total
54.4
180.0
130.9
125.3
27.8
518.4

SMQC estimate
4.8
12.6
9.1
N/A*
N/A*
26.5

%
8.8%
7.0%
7.0%
N/A*
N/A*
5.1%

Source: Office for National Statistics, Hardman & Co, Quoted Companies Alliance, company accounts
*data not available
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Our sample
1,349 companies in our sample

The LSE’s ‘Companies defined by MiFIR identifiers list on LSE', published at the end of
February 2019, totals 2,068 companies.
For our analysis in this paper, we have excluded the following:
►

Investment companies (equity investment instruments and non-equity
investment instruments). They have very few employees, and would probably be
excluded by the casual observer.

►

Companies whose main listing is elsewhere, such as Boeing and Honeywell.

►

REITs, for the same reasons as investment companies.

►

Companies that are listed in the ‘Admission to trading only’ segment.

►

Companies that are suspended.

After applying these filters, we are left with 1,349 companies listed on both the Main
Market and AIM.

Methodology and caveats – employment
Quoted companies are required to report employment numbers. Hardman & Co has
used a combination of searches on Thomson Reuters (verified by sample crossreferences with company accounts) and manual collection where the data are missing,
to produce employment numbers.
Not all companies report to the same year-end. To construct our data, we have used
annual accounts for the year ending at some month in 2018. Thus, some data will be
based on the reports to January 2018, but none will be to January 2019.
Unfortunately, the data produced by the Office for National Statistics (ONS) are not
directly comparable with those for quoted companies, for a number of reasons:

May 2019

►

Quoted companies are not required to specify whether an employee is full- or
part-time; some do, but most do not.

►

Quoted companies are not required to specify the geographical location of
employees; again, some do, and some do not. We would suggest that the larger
the company, the greater the proportion of employees outside the UK.

►

ONS measures employment as the number of people in paid work, which differs
from the number of jobs, because some people have more than one job.

►

ONS statisticians survey employees by geographical distribution in the UK.
Quoted companies have no requirement to disclose data in this way. Thus, the
nearest proxy we can use is to allocate employment to a region based on the
location of the head office. This is necessarily arbitrary. It will tend to exaggerate
employment in London, since many companies whose workforce is outside
London base their HQ there. For example, Rolls-Royce is headquartered at
Buckingham Gate, London; it has 54,500 employees, but only 43% are in the UK,
and the vast bulk of these are outside London.
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Methodology and caveats – tax
►

Corporation Tax: to calculate Corporation Tax collected, we used the same data
collection methodology as for employee numbers. Companies have no
requirement to specify in which country the tax was paid.

►

Income Tax and NI: we used the data collected on employees and divided these
numbers into total UK employees to produce a ratio to apply to total tax collected.
We assumed that only 75% of SMQC employees were based in the UK.

About Hardman & Co
We are a rapidly growing, innovative corporate research & consultancy business,
based in London, serving the needs of both public and private companies.
Our expert team of nearly 35 sector analysts and market professionals collectively has
over 400 years of experience. This depth of knowledge and a reputation for integrity
have built trust with investors. With effective communication and precision
distribution, we help companies disseminate their investment message to interested
investors, as well as advise them on strategy.
Our smaller, boutique structure allows us to provide first-class customer service and
to deliver a wide range of ad-hoc services for multiple clients with different needs.
www.hardmanandco.com

About the Quoted Companies Alliance
The Quoted Companies Alliance is the independent membership organisation that
champions the interests of small and mid-size quoted companies (SMQCs).
We campaign: we campaign on issues that matter to small and mid-size quoted
companies to influence policy and regulation. We run seven ExpertGroups that bring
together individuals from companies and advisory firms in the market around specific
issues to help shape our policy work.
►

We inform: through our guides, events, newsletters and other communications,
we arm our members with all the information their businesses demand, allowing
them to make the best decisions for their companies.

►

We interact: we provide a forum for small and mid-size quoted company
directors to network and share ideas with other directors, fund managers,
brokers and advisors. Through our events, we help put small and mid-size quoted
companies in touch with leading players in the market.

www.theqca.com
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Disclaimer
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly available
sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy,
adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such
information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject
to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will
Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even
if Hardman & Co has been advised of the possibility thereof.
This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell
any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute investment
advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full list of companies or
legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-disclosures. Hardman may
provide other investment banking services to the companies or legal entities mentioned in this report.
Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities which
pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal entities covered
by this document in any capacity other than through Hardman & Co.
Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible
outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no scheduled
commitment and may cease to follow these securities, companies and legal entities without notice.
The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use
would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.
Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative and
involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may be volatile;
they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate for all investors.
Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be subject to future change.
Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this document and the material
contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding any information, projects, securities,
tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various information constitutes neither
a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. Each investor should
consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the light of their investment needs, objectives and
financial circumstances.
This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and accordingly
has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).
No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise,
without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. This notice shall be
governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy
Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259.
(Disclaimer Version 8 – Effective from August 2018)

Status of Hardman & Co’s research under MiFID II
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, specifically,
whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write
and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.
In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written material
from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the
material is made available at the same time to any investment firms wishing to receive it or to the general public…’
The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-20162031.pdf
In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate what
is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the reader of our
research to trade through us, since we do not deal in any security or legal entity.
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