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A percentage is not a plan

Growth by default in UK private business

By Jonathan Cozens, founder of Clarity Driven and the author of
Clarity Driven: How To Get It Right When You Can’t Know It All
(2025)

Executive summary

>

Very few UK businesses reach significant scale. Of around 2.8m, only about 3%
report turnover above £5m. In other words, one in 34, and that proportion has
barely moved in nine years, pandemic years included.

Nothing special happens at £5m, or at any other figure. Allowing for the unequal
band widths, businesses thin out at the same rate at every scale. The data is
national and high level, a series of snapshots. ONS, UK Business: Activity, Size and
Location, Table 9, for anyone who wants to plot it.

These businesses don't fail. They stop. Most are still growing, at rates near
inflation. Let’s call that growth by default: the rate a business arrives at when
all the work went into the number and none into the company that would
produce it.

No two studies agree on why businesses stop growing. Finance, markets, talent,
tax, energy, regulation: two recent UK surveys of much the same question
produced entirely different orders of priority. That is what you'd expect if these
were symptoms rather than causes.

Because business finance speaks in percentages, growth gets planned in them
too. But a percentage drawn from last year measures last year. It can state a
target but not describe what has to be built to reach it, or what must start now
to exist in three years, because those are decisions rather than measurements.
Rate-first isn’t a weaker kind of planning. It isn’t planning.

The alternative is to fix an end state first and work backwards from it. Most
owners are never shown this as a method, so it isn't a rejected option but an
absent one. Meanwhile, the lead times for premises, senior hires, systems and
accreditation all run to years, and a business looking 12 months ahead meets
them too late, and in a hurry.

A destination is the business described at scale, not a turnover figure. Once
described, each route to it can be sized and checked before it's chosen, which is
the difference between a decision and a gamble. The question for 2027 isn't
how fast a business means to grow, but where it means to be at the end of 2030,
and how it plans to get there.
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One in 34 businesses passes
£5m

Nine years, and it barely moves

No threshold is special

A speed, not a destination

Suppose you and | have arranged to meet for lunch at The Dome in Edinburgh on
Friday. You're already there, but I'm not. You know I'm driving up from Sheffield, so
you call to find out when I'll arrive.

I say: “I'm doing 65 miles an hour, and | expect to be up to 70 in a couple of miles.”

That may be interesting, but it isn’t what you asked. You wanted to know where | am
and when I'll get there, and all I've described is how fast I'm going.

Yet this is more or less how businesses describe growth. “We'll do 15% a year for the
next three years” is a speed, not a destination. You might reasonably say that 15%
for three years is a destination of sorts, because it means the business ending up
about half as big again. But a destination isn’t wherever your current speed happens
to carry you. You wouldn’t plan a family day out based on a circle around your house
that you could reach at a given speed. A destination is somewhere you choose, and
then build the journey around.

Most growth plans are the first thing, presented as the second.

What the data shows

A while ago | became curious about how UK businesses are distributed by turnover.
Since the advice needed to run each part of a business to a decent standard is
affordable and widely available, and you'll find advisers of every kind at every
networking event, you'd expect businesses, on average, to get bigger over time.

What we find is different. To take one example, of around 2.8m UK businesses, only
about 3% report turnover above £5m. One in 34. That figure is a snapshot rather
than an individual life story: it illustrates how many businesses sit either side of the
line at a given time, not how many ever cross it.

What gives this proportion significance is that it hardly moves. Take the same
measurement in every edition back to 2018 and the answer comes out close to the
same each time, pandemic years included. It drifted over the period, from one in 44
to one in 34, but almost all of that is the threshold rather than the businesses: £5m
today is worth about a quarter less than it was in 2018.

That is the finding. Not that a business can’t get past £5m, but that the proportion
above it is held near one in 34 by something that hasn't shifted in nine years.

Before going further, | should say that £5m is only where | happened to stop. Nearly
nine in 10 UK businesses are under £1m. One in nine is above it, one in 34 is above
£5m, one in 62 is above £10m. Nothing special happens at any of those lines. £5m is
simply the example I'll use here.
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The same decline at every scale

UK businesses by annual turnover

Every business on the register, 2026. The three markers are reference points, not boundaries: the share of all UK businesses above each one.
Vertical scale is logarithmic.
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Of 2,786,985 businesses, 322,860 report turnover above £1m, 82,555 above £5m and 45,230 above £10m. Nothing distinguishes those three figures from any others
on the curve; they are marked because they are familiar, not because anything happens at them. Axis labels show the lower bound of each band; counts are rounded
by ONS to the nearest five. ONS reports in bands of unequal width, and the widest sit at the top of the range, so the line is drawn between reported totals to show the
shape rather than to imply measurement in between. Per pound of turnover the fall is considerably steeper than it appears here.

Source: Office for National Statistics, UK Business: Activity, Size and Location, Table 9, 2026 edition. Compiled from HMRC VAT and PAYE records.

Source: Clarity Driven

The shape of the curve matters more than any of the data points. There’s a peak
among the very smallest businesses, which is a story of its own. Above it, band by
band as turnover rises, each group is smaller than the one below.

That shape could be an artefact of how the given bands are drawn. ONS uses narrow
bands at the bottom of the range and very wide ones at the top, which distorts the
upper end. To address this, if you divide each band by its width in orders of
magnitude, the distortion disappears. What's left, from £100k upwards, is a straight
line on both-log axes in every one of the nine years.

A straight line there means the rate of decline is constant across the whole range.
Each tenfold step up in turnover divides the number of businesses by between six
and seven, and it does that as reliably between £100k and £1m as it does between
£5m and £50m.

Nine years of the same curve

Businesses per decade of turnover, so unequal band widths no longer distort the shape. Both scales logarithmic.
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Each band divided by its width in orders of magnitude, which removes the effect of ONS using narrow bands at the bottom of the range and wide ones at the top. The
shaded area spans the highest and lowest of the nine annual editions at every point; no year falls outside it, and at its widest the spread is 40%. From £100k upwards
every year is a straight line on both-log axes: fitted slope between —0.78 and —0.83, R? between 0.996 and 0.9999, with the pandemic editions of 2020 and 2021
among the closest fits in the series. Each tenfold step up in turnover divides the number of businesses by between six and seven

Source: Office for National Statistics, UK Business: Activity, Size and Location, Table 9, 2018-2026 editions. Totals reconcile exactly to each edition's published Total
column,

Source: Clarity Driven
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Consistent with an explanation,
not proof

Call it growth by default

Two surveys, two different
answers

The wall, not the reason

A measurement mistaken for a
method

I'd offer that as an interpretation rather than a refutation of other theses. The familiar
account of stalling is that businesses meet characteristic barriers at characteristic
sizes; however, in that case, you might expect barriers at particular turnover figures
to leave a mark here. They may well exist and simply vary enough between
businesses and sectors to average out. But nothing in this shape requires them. A
single condition applying equally at every scale produces exactly this line.

I'd offer all of this as consistent with an explanation rather than proof of one. It's
national and high level, a series of snapshots, and anyone who wants to test it can
plot it themselves from ONS Table 9.

To be clear, some of that curve is a function of businesses that didn’t survive, some
will be good ones that were acquired and left the chart, and some owners who'd
already reached the scale they wanted. But the raw data shows most population
churn happens among the youngest and smallest firms, and takeovers run at around
900 domestic deals a year against a population of nearly 3m. Among businesses
already large enough to grow, those with 10 or more employees, only about one in
20 meets the international measure of high growth, 20% a year for three years. Strip
all of that out and a very large number remains: capable businesses, run by capable
people, in decent markets.

So, for the most part, these aren’t businesses that fail. They stop. And stopping doesn’t
mean standing still, because most will still be growing, just at rates not far from
inflation. That is worth a name, because it is a distinct condition and we don’t currently
have one for it. Call it ‘growth by default’: the rate a business arrives at when all the
work went into the number and none into the company that would produce it.

Why the usual answers don't settle it

Ask a business why it stopped growing and you might hear a range of reasons
around finance, or management bandwidth, or innovation, or soft demand, or even
a lack of ambition. Every one of those may well be real, and each one can be
justified in isolation.

However, what's worth noting is how little the answers converge. The ScaleUp
Institute’s 2023 survey of 306 scaleup leaders put access to markets first, at 64%,
talent second, at 58%, and growth capital third, at 38%. The government’s
Longitudinal Small Business Survey, asking SME employers much the same sort of
question in 2025, produced a quite different list: taxation at 67%, energy prices at
52%, regulation at 47%. Obtaining finance came 12th, at 16%.

Different populations and different question wording account for some of that. But
it's the lack of convergence itself that’s the point. It is what you would expect if the
various reasons being named were an outcome rather than a cause. To put it another
way, they are the wall the business hit, not the reason it was travelling towards it.

Why growth by default persists

The root of this, so far as | can see, is that a measurement system has ended up
being mistaken for a method. Growth gets described almost universally in forward-
looking, incremental terms, by advisers, lenders and investors alike. Since this is the
lingua franca, businesses subsequently attempt to use it to build their plans. We
can call the result ‘rate-first planning’, which, given the apparent results, is a
generous name for it. A percentage is how you compare one business with another,
value them, or track what has happened, and for every one of those jobs it is the
right instrument. But all of those views look backwards. Everything a percentage
measures has already happened.

November 2026



A PERCENTAGE IS NOT A PLAN

d HARDMAN&CO.

Rate-first is not planning

The funder sets a condition

A rate means whatever you
bring to it

An absent option, not a rejected
one

Pivotal decisions become visible

Everything worth having takes
years

Using a percentage to describe next year becomes less useful. A rate tells you how
fast something needs to move. It can't tell you what has to be built, or what has to
start now so that it exists in three years, because those aren’t measurements, they're
decisions. So rate-first isn't a weaker way of planning - it isn’t really planning at all.
It's last year's measurement extended forwards and called a plan, and since plans
expressed that way look broadly alike, there’s nothing in particular to notice about
the method.

There's one place where a rate legitimately points forwards, and it's worth separating
out. A lender or an investor requiring a given return over a given period isn’t planning
anything. They're setting a condition, and a percentage is the right instrument for it,
because what’s being specified is an outcome, not a route. The difficulty is what
happens when that number gets communicated. It reaches the client business with
the authority of the people providing the capital, and the business, reasonably
enough, divides it by the years and aims at it. In that scenario, a requirement has
become a plan but the end state company capable of producing the number still
hasn’t been described.

Plans built that way also appear better evidenced than they are. A percentage target
refers to last year’s performance, and while last year feels like data, it isn’t evidence
about next year. A plan that assumes next year resembles last year is making a claim
about the market, and that claim is rarely written down anywhere it could be
challenged.

A growth increment is rarely asked to justify itself the way a stated destination would
be, so the assumptions underneath it, about the market, about customers, about
capacity, are not necessarily robustly tested.

It's also worth highlighting that a bare growth rate means whatever the reader brings
to it. The same modest number that feels like prudence to the business owner who
set it may look like a lack of appetite to the investor reading it, and neither can prove
the other one wrong, because nothing has been described that would settle it.

When the number is then missed, the only explanation available is another number.
It would be hard to complain that a new factory was commissioned two years late if
nobody ever said a factory would be needed.

What strikes me most, in the businesses | work with, is that an alternative has usually
never been put to them. There are two ways to build a plan. You can start from where
you are and project forward, which is rate-first, or you can start from where you
intend to be and work backwards, which is destination-first. This second method
isn't, so far as | can see, routinely taught. So rate-first isn’t the preferred method. It’s
the only one most leaders have ever encountered.

What a destination makes possible

I should be clear what | mean by ‘destination’ in this context: a fully detailed description
of the business at target scale in a multi-year time frame. Not just a turnover number,
but all the supporting operational and financial metrics that generate one.

With a clearly defined destination, a business is more able to identify the large,
pivotal decisions that over time turn a small company into a large one, which in turn
enables it to know when they have to be made.

Everything that enables sustained growth has a long lead time. Larger premises, a new
factory say, might be two years, and that’s if the planning goes your way. A senior hire
is six months to find and perhaps another six before they are fully effective, while
developing someone internally is three or four years. The new system that runs the
business is a year to put in, and another before anyone trusts the numbers it produces.
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Nothing is done well in a hurry

Met at capacity, far too late

Four routes, four different
results

A decision, not a gamble

Ask ‘where to’, not ‘how fast’

Accreditation into a new supply chain could easily be 12-18 months. The corporate
customer who needs your brand-new product doesn’t buy when you're ready. They
buy when their budget cycle comes round, which means the ideal time to start selling
your solution to them was two years ago, just after they bought your competitor’s.

There'’s a second cost on top of being late. None of those things are done well in a
hurry. To take a personal example, | spent a year inside a management system
project, and | can tell you they’re not ruined by the technology. They're ruined by
being deployed against the clock.

My contention is this. A business working rate-first, 12 months ahead, won’t meet
any of these early enough. It meets them when it’s already running at full capacity,
which is the one moment when none of the right answers are much help, and then it
acts in a hurry, which is how expensive things get done badly.

Let’s go back to our original example, meeting in Edinburgh. If I'd known | was driving
from Sheffield right into the middle of Edinburgh, I'd have worked out where to stop
for fuel before | set off. Not knowing, I'm likely to have to make the decision in a rush
when the warning light comes on, 40 miles past the last services.

A well-defined destination changes the questions. Suppose a business commits to
doubling turnover in three years. That's real, and it's a long way off, but it’s still only
a direction of travel. There are many ways to double a turnover: sell more of what
you already sell, sell something new, go somewhere new, or buy somebody. From
the same starting point those four routes build four quite different companies, and
until you know which one you're building, the turnover figure on its own isn't much
use as a guide.

If, on the other hand, you reinforce a target turnover with an in-depth description of
the business at scale, your direction becomes a destination, and the planning
becomes destination-first. Taking those four different routes as the example, each of
them can now be described in detail: broadly, what each would need and
approximately what that would cost. None of it is certain, but all of it can be sized,
and all of it can be checked.

That matters, because the commitment is a real one. Choosing a destination means
accepting that the business you have today may not be the business that arrives, and
that getting there might mean spending money you haven't earned yet, on
a journey you've never made, based on a belief about a road you don’t know. For an
owner the stake is the whole business: livelihood, pension, quite possibly the house
it's secured against. Nobody should take that on blind. A destination that has been
described can be examined before it's chosen, and that’s the difference between a
decision and a gamble.

The big question for 2027 isn’t about 2027

Most businesses don't fail to grow. They grow by default. Working rate-first, no
destination is ever chosen, so the decisions that would have carried them somewhere
in particular never come into view, and the rate they reach is whatever is left when
nobody has decided where to go. They didn't consider the alternative and reject it.
They were never shown it.

While planning for 2027 is well under way, a question worth putting to any business,
your own or one you're looking at, isn't how fast it intends to grow in the next 12
months. It's where it intends to be at the end of 2030, and how it plans to get there.
The ones that can answer that with evidence, and in detail, are the ones worth
watching.
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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 dffiliates, 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 dffiliates 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 dffiliates 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.

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 Palace Ventures Limited, which is authorised and regulated by the Financial Conduct Authority (FRN 433291). Hardman Research Ltd is registered at
Companies House with number 8256259.

(Disclaimer Version 9 - Approved July 2025)

Status of Hardman & Co’s research under MiFID ||

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 ‘acceptable minor
non-monetary benefits’, as defined in the Markets in Financial Instruments Directive.

The FCA Handbook (COBS 2.3A.19) states: ‘An acceptable non-monetary benefit is one which:[...] (5) consists of: [...] (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 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.
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