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Coral reefs exhibit dizzying complexity and diversity. They are said to be home  
to over a quarter of the world’s marine species. These cathedrals of the sea, rich  
in colour and beauty, are, amazingly, the product of countless tiny coral polyps.  
Each polyp constructs an individual home which, taken together, builds a whole  
that is so much greater than the sum of its parts.

At the risk of stretching the analogy, these ecosystems have parallels with the role  
of the small business sector. Small and medium-sized enterprises (SMEs) number  
in the millions and combine to make up a substantial part of the UK economy.  
Both coral reefs and small companies exist in a fiercely competitive environment. 
Each individual within these systems is engaged in a struggle to survive and thrive. 
The small business sector provides a huge diversity of products, services and 
employment opportunities. Taken together, SMEs are far more significant than 
suggested by their individual contributions.

Unfortunately, coral reefs are increasingly in need of human intervention to prevent 
their degradation or even destruction. Concerned governments have designated 
them nature reserves and control fishing and other activities that can harm  
these unique environments.

SMEs also need fostering to ensure they can continue to play their vital role in  
the economy. Support is particularly needed for those with ambitions for growth. 
Securing long-term finance to transform a small enterprise is a persistent challenge: 
one which is getting tougher given growing levels of economic uncertainty and 
inflation. This is where Venture Capital Trusts (VCTs) come into the picture. 

1 Funding opportunity
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VCTs provide essential finance and support for small businesses seeking scale-up 
capital. These funds are drawn from retail investors who would not normally be in  
a position to invest in SMEs. Investing in growth businesses is an inherently risky 
activity but VCTs have developed the skills to identify enterprises that have the best 
prospects of success: ones which have the greatest potential to create ground-
breaking technologies and become major employers. VCTs plug into a network of 
advisers and early-stage investors. They reach into all parts of the UK and are a 
unique resource to support future economic growth. To allow VCTs to play this role, 
the government has provided tax incentives to investors prepared to risk their savings  
in this uncertain part of the market.

Conservationists suggest that, with the right support, coral reefs will be able to  
adapt to threats posed by climate change and human exploitation. Growing public 
recognition of reefs’ value has encouraged governments to help ensure that these 
precious environments are protected so that they can continue to thrive. 

Similarly, I am sure that the unique contribution of VCTs as providers of patient 
capital to SMEs will continue to be recognised by policymakers. This report highlights  
the benefits of VCTs and how they have supported the UK economy since 2018.  
It also profiles some of the diverse range of UK SMEs that have benefited from  
VCT funding. This contribution provides the basis for continued taxpayer support  
for VCTs. In turn, this support will allow VCTs to continue to play their crucial role 
underpinning the broader economic ecosystem: funding opportunities for SMEs  
to grow and succeed well into the future.

Richard Stone  
Chief Executive

Investing in  
growth SMEs is  
an inherently risky 
activity but VCTs 
have developed  
the skills to identify 
enterprises  
that have the  
best prospects  
of success.
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2 Building success

An additional source  
of growth capital

Focused on  
technology Accelerating growth 

Taking risks

Supporting  
high-value jobs
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A step up  
the funding ladder

Magnifying the impact  
of government support

Expertise as well 
as capital

Continued investment  
to boost growth

A national network

Whole greater than 
the parts
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3 Connections, capacity, capital 

It should be no surprise that policymakers want to foster small business growth. 
Irrespective of their political leanings, it is recognised that smaller businesses are  
the foundation for a successful economy. They provide economic opportunities,  
jobs and financial security for millions across the UK as well as new products  
and services. A few of these enterprises might even become household names  
in the future.

Few growing companies have the potential to become nationally, or even 
internationally, successful. Of the five and half million businesses in the UK1,  
75% employ no-one but the founder. Another one million or so have fewer  
than 10 employees. Only 210,000 SMEs employ between 10-40 employees. 
Evidently, there are hurdles to growing a small business and creating significant 
numbers of jobs.

Of the five and half 
million businesses  
in the UK, 75% 
employ no-one  
but the founder.

Application programming interfaces (APIs)  
allow computers to speak to each other.  
Gravitee is an API service provider that has 
simplified the API process to allow organisations 
to communicate more efficiently and securely 
across internal and external IT systems.

Its Gravitee API Management tool helps 
organisations improve the security of their 
systems, giving them control over who accesses 
them. Gravitee has produced solutions for 
government, educational establishments, 
healthcare and media.

Gravitee received funding from  
Albion Capital VCTs.
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Not all business owners have ambitions to make their enterprise into a major company. 
But where there is an appetite for growth, entrepreneurs often struggle to secure the 
funds they require. The money they can raise from personal connections, family and 
friends is naturally limited. High-street banks do not have the appetite to make equity 
investments and may require collateral for loans that the business owner cannot 
provide. Traditional investors, such as private equity or pension funds, also have a 
limited appetite to provide scale-up capital, particularly to early stage businesses.

A small business in its early growth phase is unlikely to be seeking the level of 
investment a larger venture capital firm would normally consider. Where a business 
requires smaller amounts of capital, the commercial calculation on whether it is 
worthwhile investing is more difficult to make add up. Investing in private companies, 
whatever their size, is expensive. A deal requires extensive due diligence. It involves 
legal and commercial evaluation. It is more cost effective to spread these upfront 
expenses across a large investment rather than a small one.
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The commercial challenge of overcoming the information barrier, to make an 
investment possible, can create an insurmountable barrier to securing growth 
capital. This is where VCTs come in. They invest in small companies (generally 
speaking, with assets less than £15 million); often those with a technology focus. 
They provide funds to allow an SME to develop new products and services,  
employ more staff, and expand their operations. Generally speaking, a VCT can 
provide up to £5 million a year (with a lifetime investment limit of £12 million) to any 
one company. Some businesses, particularly those developing new technologies, 
are both more difficult to assess as investment propositions and can have higher 
capital demands. These “knowledge intensive companies” (KICs) can receive 
annual investments of up to £10 million (with a lifetime limit of £20 million).

In the last five years2 VCTs have invested over £1.7 billion in more than 530 small, 
potentially high-growth UK SMEs. VCTs play a unique role in funding scale-up 
businesses because they invest retail investors’ money. These investors would 
usually lack the connections to identify and engage with entrepreneurs. They also 
lack the practical experience and appetite to invest independently in SMEs. Instead, 
those buying VCT shares gain exposure to a diversified portfolio, which helps 
mitigate the risks in backing smaller companies. The VCT manager provides 
ongoing monitoring and support for companies within the VCT portfolio. 

In the last five  
years VCTs have 
invested over £1.7 
billion in more  
than 530 small, 
potentially high-
growth UK SMEs.

Northcoders is an educational organisation 
helping to build the next generation of software 
developers and engineers.

It runs courses in Manchester, Leeds and 
Newcastle, including a 13-week boot camp to 
give participants the skills necessary to work  
in the technology industry. Students can learn 
online and in-person. Northcoders is also 
working with businesses to train their staff 
through the Northcoders graduate placement 
scheme and to reskill current staff through 
bespoke training.

The company received funding from  
Amati AIM VCT.

Relative Insight is a technology business 
providing text analytics software to allow clients 
to analyse text data. It was originally developed 
to protect children online, using comparative 
text analysis to identify linguistic differences 
between children and people masquerading  
as children.

Since 2020, it has grown revenues by 90%  
and its headcount from 55 to 95, creating a 
number of high skilled jobs. It is headquartered 
in Lancaster with international offices. 

Relative Insight received funding from  
YFM Equity Partners British Smaller  
Companies VCTs.
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Individuals subscribing for VCT shares receive a 30% income tax relief as 
an incentive to subscribe for shares in a VCT. Once invested, they receive 
any dividends tax free and can sell their VCT shares without incurring 
capital gains tax. 

The support provided by the tax reliefs allows the VCT to take the time and 
effort required to overcome the information barriers that typically result  
in a finance gap. In return, VCTs dedicate their capital to the small growth 
business the government wants to support. 

VCTs address a significant market failure. They create additional capacity 
to build a more successful, diverse and resilient economy.
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4 A reliable source of funds

In the last five years, SMEs seeking growth capital have seen greater challenges 
emerge. The Covid-19 economic shock was hugely disruptive to entrepreneurial 
plans, making capital raising even more difficult. VCTs rose to the challenge and 
continued to make investments during this exceptional period.

When the Covid-19 pandemic started to take hold, VCT investment activity was 
maintained, albeit at slightly lower levels for the first three-quarters of 2020.  
Since then, it has recovered.

For comparison, the Office for National Statistics (ONS) reported that business 
investment in the UK fell by just under 11% in the first quarter of 2021, leaving it some 
17% lower than pre-pandemic levels. VCT-backed businesses in the same period 
received comparable levels of capital to the last quarter of 2019, showing the 
resilience of the investment model and the desire of ambitious SMEs to secure 
development capital.

Record-breaking levels of investment in 2022 are possible as the first quarter  
was so strong. VCTs have significant amounts of capital to deploy to SMEs  
willing, and able to exploit opportunities arising from the post-Covid-19 recovery.
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5 Meeting diverse scale-up needs 

0
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VCT investment by deal size (by number) since 2018  

£5,000,000+

£4,000,000 >= £5,000,000

£3,000,000 >= £4,000,000

£2,000,000 >= £3,000,000
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£100,000 >= £250,000

£0 >= £100,000

Growing SMEs need long-term, patient capital. This is usually equity investment  
but can also be in the form of loans. Different businesses have different funding 
requirements, but in every case the amount of money involved is small in relation  
to conventional private equity investment deal sizes. Where SMEs do require 
relatively larger sums (large, at least, in the context of an SME with assets of  
less than £15 million) their need for development capital may crystallise in stages, 
over time. 

VCTs, because of the tax incentives and the fund structure, can address these 
needs effectively.

1,000 investments, totalling £1.7 billion have been made into eligible SMEs since 
2018. An individual investment can be up to £5 million for most SMEs. Many will  
not need that much. They may be starting on their scale-up path. VCTs cater for 
growing businesses’ capital requirements whether they are smaller or approaching 
the limits of allowed investment amounts.

45% of the investments made by VCTs since 2018 received investment amounts  
of under £1 million.

The average amount invested in VCT transactions was £1.6 million3.
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Seedata is a software development  
organisation providing innovative solutions  
in the area of cybersecurity. It works with  
a number of industries but has a particular  
focus on healthcare.

Seedata works with a company’s existing 
cybersecurity and creates honeypots for 
attackers by planting trackable data records 
(seeds) into the databases, emails, and 
customer relationship management systems  
of its clients. These ‘seeds’ then allow  
Seedata to keep track of the data.

Seedata received funding from  
Triple Point VCT 2011 plc.
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VCTs’ investment record shows that they continue to invest in smaller deal sizes:  
the size of transaction where the finance gap is most acute.

The range of transactions shows that VCTs meet funding needs across the target 
investment range: that is, up to £5 million for non-KIC SMEs as well as investments 
over £5 million to meet the higher capital demands of KICs.

For mainstream SMEs (that is, non-KICs), the average deal size has tended to stay 
within a narrow range throughout the period.

VCTs also provided funds to satisfy KICs higher capital requirements. They have 
completed 35 deals over the £5 million threshold since 2018.

1.5

2.0

0.5

1.0

Deal size year on year

Note: Excludes deals greater than £5m

£ m

0 2018 2019 2020 2021 Q1 2022
Average Median
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Invizius is a biotechnology company  
using its proprietary technology H-Guard®  
in the treatment of dialysis and  
cardiopulmonary bypass.

The H-Guard® Priming Solution aims  
to reduce symptoms and complications  
and suppress unwanted inflammatory  
effects of treatment for dialysis and 
cardiopulmonary bypass.

The company received support from  
Calculus Capital VCT.

Gelion is helping in the transition from fossil 
fuels to sustainable energy. It produces 
additives that boost the performance of lithium 
batteries, making them suitable to power cars, 
trucks, drones and aircraft. 

Gelion’s Endure™ battery is used with wind  
and solar farms to store the excess power 
generated for future use. It can operate in 
deserts and other hot environments, making  
it suitable for remote communities and for 
powering desalination plants, irrigation  
systems and other agricultural applications.

Gelion was funded by Seneca Growth  
Capital VCT.
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6 A continuing source of support

When HM Treasury reviewed the provision of “long-term, patient capital” to UK 
businesses it highlighted low levels of follow-on investment compared to the US.  
It worried that a lack of follow-on investment was “reducing UK firms’ long-term 
growth potential” 4. Lower levels of later stage funding were identified as “one of  
the main areas where the UK lags behind its potential”.

VCTs address this issue for smaller growth companies. VCTs periodically raise  
funds (normally towards the end of the tax year) which allows them to maintain a  
pool of capital to deploy either as first-time or follow-on investments. The balance  
of these investments is an important advantage of the scheme. It means that  
VCTs support a cohort of SMEs starting their scale-up journey and those which  
have continuing needs after they have consumed the initial capital provided. 

Since 2018, 55% of investments have been follow-on investments from a VCT.  
The investment pattern of VCTs shows a balance of new versus follow-on 
investments throughout the period. SMEs seeking an initial round of scale-up  
capital are being brought into VCT portfolios on a constant basis. Once they  
have secured an initial capital investment, they have been able to receive  
follow-on funding while they are still within the finance gap that VCTs address.

Since 2018,  
55% of investments  
have been follow-on 
investments from  
a VCT. 
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SonicJobs is an app-based job search and 
recruitment platform for people seeking jobs in 
hospitality, retail, beauty, health and social care. 
Sectors which have seen a 70% reduction in 
vacancies in the wake of the Covid-19 crisis.

SonicJobs allows prospective employees  
to search for a job by location. Prospective 
employers can access candidates from 
Instagram and TikTok.

In 2019, it won the Best Innovation award  
at the National Online Recruitment Awards. 

It received funding from Triple Point VCT  
2011 plc.

Callen-Lenz Group is an avionics company 
founded in 2007. Based in Wiltshire, the 
company develops, designs and manufactures 
air vehicles, vehicle components and navigation 
and communication software. 

It provides technology solutions and 
consultancy services, specialising in manned 
and unmanned aircraft operations and 
technology. It supplies the military and civilian 
markets, globally.

An investment from Foresight Group VCTs 
facilitated the recruitment of additional 
engineers and investment in manufacturing 
facilities.
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The data shows that the value of initial investment is higher than that of follow-ons. 
This has been a consistent theme. This shows VCTs making a strong initial 
commitment to SMEs, as well as providing ongoing support via additional funding 
where businesses successfully build on their initial promise.

A first injection of cash can help an entrepreneur develop their plans, but additional 
resources are often required to take them down their desired path. When funding  
in stages, the company and VCT will agree goals to be achieved before the next 
injection of cash. This process imposes a robust commercial discipline on the 
management of the investee company. If, despite the best efforts of the VCT and the 
company, the business cannot deliver on its early promise, further funds may be 
withheld and instead allocated to another SME in a better position to deliver growth.

Sometimes follow-on investments are made alongside other early-stage investors 
(including those who backed the SME before the VCT’s involvement). Often these 
other investors have benefited from government growth capital schemes, such as  
the Enterprise Investment Scheme (EIS). Alternatively, they may not be tax-
advantaged, but the capital committed by the VCT gives them confidence to invest. 
In these situations, the VCT ‘crowds-in’ capital that would otherwise not be available 
to the SME. The ability of VCTs to attract other investors to SMEs that sit within the 
finance gap is an important part of their policy role.

Whether a VCT’s investment is an initial or follow-on commitment, the transaction 
must meet the fundamental requirements of the scheme. It must put the VCT’s  
capital at risk and the business receiving the funds must meet the size, and other 
thresholds, that define the scope of eligible SMEs.

The ability of VCTs 
to attract other 
investors to SMEs 
that sit within the 
finance gap is an 
important part of 
their policy role. 
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7 Meeting the needs of founders

Growing a business is hard work, involving long hours, financial risk and personal 
sacrifices. Individuals taking on this challenge have a certain mindset. HM Treasury 
has noted that business founders: “appear to be more motivated over the long-term  
by the autonomy of being an entrepreneur and being in control of their firm rather  
than through financial incentives. For example, one study looking at remuneration 
practices within venture capital firms found that founders were less affected by levels  
of remuneration than other employees… However, changes in ownership reduce  
a founder’s ability to retain control of their business, reducing their own motivations  
for considering specific ownership structures that require founders to relinquish all 
control of their business. Equally, if a founder’s shareholding is diluted excessively, 
their motivation for driving the business forward may also be diluted excessively.” 5

At least 10% of the total amount invested in an SME by a VCT must be in equity. 
Overall, the portfolio of a VCT must comprise 70% equity investments. 

90% by value of VCT investment since 2018 was made via equity, but debt financing 
has also been an important part of the mix.

Of the 418 SMEs receiving investment since 2018, where data is available, 338 (81%) 
received only equity investments. This reflects the primary intention of the scheme  
to provide long-term equity investment.

However, VCTs have been able to adjust exposure in some situations to include a 
proportion of debt.

50 SMEs received a mix of debt and equity, with debt making up less than 50% of 
these investments. 17 SMEs received higher levels of debt, which reduced the equity 
dilution of earlier investors and founders.

This flexibility within the VCT investment rules helps managers and entrepreneurs 
maintain incentives within the SME to create the optimum conditions for further growth.

90% by value of 
VCT investment 
since 2018 was 
made via equity,  
but debt financing 
has also been an 
important part of  
the mix.
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8 A rung on the ladder

SMEs seeking scale-up capital face persistent challenges. They arise when 
entrepreneurs are first seeking external finance and remain an issue even as larger 
sums are sought. Throughout the scale-up phase SMEs will consider several options 
to access growth capital.

One is seeking admission to the Alternative Investment Market (AIM), where their 
shares are offered to the public. This process has its own challenges. A small 
business must meet the needs of a public stock market, with additional transparency 
and other demands placed on management. A business coming to market also must 
persuade prospective investors to buy the shares. VCTs can subscribe for shares in 
AIM companies, if the other investment conditions are met.

Securing a VCT as an early investor is often invaluable for a successful transition  
to AIM. The VCT and its manager are adept at evaluating businesses which, despite 
their ambition to gain admission to a public market, remain risky. A commitment by  
a VCT can act as a cornerstone for other investors.

Since 2018, 74 (14%) SMEs backed by VCTs have had their shares admitted to  
trading on AIM. VCT subscriptions for those shares represented 8% of the value  
of investments made.

Facilitating access to AIM is an important element of the role played by VCTs in 
supporting SME growth.

 

The Evewell is a fully integrated fertility  
clinic, providing for all aspects of fertility and 
gynaecological health. It offers a range of 
services including one-on-one consultations 
with specialist embryologists and nutritional 
consultants. Its aim is to help women maintain 
their gynaecological health.

The Evewell’s state-of-the-art lab is designed  
to optimise the environment for gametes and 
embryos. Its incubators are fitted with 
sophisticated integrated embryo-monitoring 
systems to watch over each embryo as it 
develops.

Albion Capital VCTs funded The Evewell.

Surface Transforms is a manufacturer of 
carbon-ceramic brake discs for automobiles  
and aircraft using its own patented materials 
technology. It can be used for vehicles that 
require material that can withstand temperatures 
of over 2000°C such as motorsports and military 
vehicles. The carbon-ceramic materials used 
are 70% lighter than cast iron and have low-
friction and low-wear capabilities. 

Surface Transforms was funded by Hargreave 
Hale AIM VCT and is listed on AIM.
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Destiny Pharma is a clinical phase biotechnology 
company with a focus on infection prevention. 
Its products are aimed at the prevention of 
post-surgical infections and the treatment  
of gut infections and post-Covid-19 treatment.

It was founded in 1997 and is headquartered at 
the Sussex Innovation Centre at the University 
of Sussex in Brighton.

It was admitted to AIM in September 2017, 
raising over £15 million. 

Destiny Pharma received funding from  
Calculus Capital VCT.

DeepStream is a cloud-based AI-powered 
online procurement platform. It helps buyers 
and suppliers to communicate, quote for 
business and negotiate efficiently. Its services 
replace emails, spreadsheets and legacy IT 
systems to create more effective processes. 

Its technology automates processes to help 
reduce costs. The platform is entirely digital, 
which eliminates the need to print, sign or  
scan documents and allows for the exchange  
of large amounts of information. 

DeepStream was founded in 2016 and has 
received funding from the ProVen VCTs 
managed by Beringea.
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9 Patient capital

VCTs are patient investors. They recognise that scaling-up a business takes time  
and effort. They forgo a quick exit and instead seek the superior capital growth  
that can be achieved by a long-term approach. This perspective meets the needs  
of the entrepreneur, the VCT and its investors.

To support this patient approach, it is a common practice for a VCT representative  
to be appointed to the SME’s board. Since 2018, 178 unquoted SMEs have  
appointed a representative of the VCT to their board. These appointments support 
the management and help them deliver their ambitions for the business.

VCTs and their managers may also provide advice on specialist recruitment.  
This can be particularly valuable for SMEs with a technology focus that are  
seeking to rapidly expand their staff numbers to deliver growth. 

VCTs expect to be longer-term investors.
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Vuealta is a London-based software developer 
founded in 2017. It helps companies with 
business forecasting and supply-chain planning.

Since 2020, the business has grown its 
revenues by around 70% and doubled its 
headcount from around 50 to 100. It has also 
invested in new software products for the 
international market.

An investment from YFM Equity Partners  
British Smaller Companies VCTs has helped  
the company with its overseas expansion.  
It now has offices in four countries, covering 
Europe, Middle East, Africa, North America  
and the Asia Pacific region.

Saietta Group is an engineering company 
based in Oxfordshire. It has recently expanded 
its operation to Sunderland with 40 new staff. 

Saietta developed a new design of electric  
axial flux technology (AFT) motor for vehicles. 
Its AFT motors can be integrated into 
lightweight zero-emissions vehicles, including 
scooters and motorcycles. This technology  
aims to play an integral role in cutting emissions 
and air pollution in densely populated, high 
traffic urban areas. 

Saietta received funding from Amati AIM VCT 
and Unicorn AIM VCT.
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10 Taking calculated risks

Strip Tinning provides electronic components 
that are used in automotive glazing, electric 
batteries, interior and exterior lighting and 
antennas. 

Its products are used by many recognised car 
brands. Strip Tinning is based in Birmingham 
and employs over 130 people. 

It received funding from Hargreave Hale  
AIM VCT.

Caledonian Leisure (trading as Caledonian 
Travel) is a Yorkshire-based travel company  
that provides short breaks and holidays across 
the UK and Europe.

It has been awarded a Platinum Trusted  
Service Business Award for delivering 
exceptional experiences. It is contributing  
to the UK’s net-zero target by using vehicles 
fitted with modern, fuel-efficient engines,  
which reduce levels of carbon dioxide they  
emit into the atmosphere. 

It received funding from the Mobeus VCTs  
that are advised by Gresham House.

Investing in small companies is risky. Thorough due diligence and commercial 
experience create the best chance of successful investment, but nothing is 
guaranteed. Scale-up companies are competing against established players  
or trying to create new markets. These are fundamentally difficult challenges.

This means VCT investments do not always work out. 

Until an VCT has exited its investment, it is not clear whether it has been  
successful or not. After all, many businesses may not be making profits in their  
scale-up phase. That is to be expected when an SME is getting a foothold in  
a market and growing its activities.

VCTs have sold their investments in 70 SMEs that have received an investment  
since 2018. 27 (38%) of these have been at a profit. 43 (61%) have been at a loss  
– nine of those losses have been a total loss.

The inherent risks of investing in SMEs are partly why retail investors receive 
incentives to subscribe for VCT shares. It is why VCTs are ‘higher’ risk investments.

Alongside the incentives, the fund structure of VCTs helps mitigate investment risks. 
If one company falls, there is still potential to secure success in other investments.

There are always more fish in the sea.
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11 Focus on technology

VCTs are increasingly focusing on technology businesses. While inherently  
risky, these companies also have a significant potential to grow and provide 
significant value to the economy, boosting productivity, as well as providing  
strong investment returns.

The government recognises the value of enabling the growth of SMEs relying on  
a high level of intellectual input, whether they be developing information technology, 
virtual reality, artificial intelligence, medical products, or biosciences. As breaking  
into these markets tend to involve higher capital requirements, VCTs can invest  
more in KICs.

KICs can receive a total investment of £20 million (instead of £12 million for other 
SMEs). They can receive £10 million in any 12-month period (instead of £5 million). 
They can employ up to 500 full time equivalent employees (instead of 250). The KIC 
must receive its initial VCT (or other State aided investment) no longer than 10 years 
after its annual turnover reaches £200,000. 

VCT managers have identified 185 SMEs (35% of those receiving investment since 
2018) as KICs. These KICs received nearly £780 million of development capital, 
representing 45% of all funding.

The number of SMEs with a technology bias is likely to be higher than indicated by 
the number of KICs. The KIC criteria are complex and specific. Some businesses,  
for example, those based on digital technology, may have high-knowledge input  
but be founded and run by entrepreneurs without formal post-graduate qualifications 
(an important element in the KIC definition). Those most likely to meet the KIC 
requirements are potentially in pharmaceutical or life sciences.

KICs received 
nearly £780 million 
of development 
capital, representing 
45% of all funding.
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Several KICs have benefited from the additional investment capacity allowed  
under the VCT rules. 37 KICs have received over £5 million of VCT investment  
in a 12-month period since 2018.

Five SMEs received investment over the £12 million lifetime limit applying to  
other SMEs.

The numbers of SMEs benefiting from the KIC rules may be higher than recorded  
in the data. Some SMEs may have also received finance from other State aided 
sources, such as the EIS, during the period, but this investment is not captured in  
the data. Other KICs may go on to receive more than the total allowed for other 
SMEs, but this additional investment has not yet been made.

VCT portfolio businesses also have a notable appetite to invest in research and 
development (R&D). 

202 (79%)6 of SMEs invested in by VCTs since 2018 invested £482 million in R&D. 
The average amount invested by these SMEs was nearly £2.4 million. 

Some companies were very R&D focused. The 10 SMEs reporting the greatest 
amount of R&D expenditure invested a total of £184 million since 2018 (averaging 
£18 million per company). These are substantial sums for SMEs eligible for  
VCT investment.

Investment in KICs and companies with an R&D focus demonstrate ambition and  
the technology focus of investments made by the VCT sector. Funding technology- 
orientated SMEs is likely to be an increasing focus of the VCT sector in the future.

37 KICs have 
received over  
£5 million of VCT 
investment in a 
12-month period 
since 2018.
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VCT investment supports SME growth across the UK.

Data7 from the ONS estimates that at the start of 2021 there were 5.6 million  
UK private sector businesses. London accounted for 34% of the UK business 
population. London and the South East of England combined have considerably  
more businesses than any other UK county or region of England. The higher  
levels of investment by VCTs in London and the South of England reflects the  
higher level of business concentration in those areas. 

VCTs nonetheless support levelling up as they finance potentially high-growth SMEs 
seeking finance in areas which have a less developed business financing network.  
VCTs work with specialist managers that operate out of more than 20 offices located 
across the UK.

The regional data below highlights the head office location of SMEs backed by VCTs. 
Many VCT-backed businesses operate from several sites. This is particularly the  
case for sectors such as hospitality and retail. Other sectors, such as manufacturing  
and technology, may also operate in multiple sites across the country, even if they  
are headquartered in London. This means that the regional levelling up impact of  
VCTs will be greater than suggested by the data.

12 Levelling up

At the start of 2021 
there were 5.6 
million UK private 
sector businesses. 

Geographical distribution  
of VCT investment
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13 Creating jobs

The benefits of VCTs are most clear where the companies they are investing  
in are creating jobs.

SMEs invested in by VCTs since 2018 employ 14,042 staff.

The average number of staff per SME is 55.

The levels of employment provided by VCT-backed SMEs are significantly  
higher than in the broader economy. While 80% of businesses in the UK employ  
four or fewer staff, only 1% of VCT-backed businesses fall into the same bracket. 

40% of VCT-backed businesses employ between 20 and 49 employees, compared  
with 3% in the rest of the economy. 38% of VCT-backed businesses employ over  
50 members of staff. Only 2% can say the same in the wider UK economy.

The employment record of VCT-backed businesses is very strong, showing their 
potential to offer economic security and opportunity which is disproportionate  
to the size of the sector.
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The employment 
record of VCT-
backed businesses 
is very strong, 
showing their 
potential to offer 
economic security 
and opportunity.

Employee numbers VCT-backed SMEs compared with all UK companies*

0% 10% 20% 30% 40% 50% 60% 70% 80%

250+  employees

*Source Office for National Statistics

100 to 249 employees

50 to 99 employees

20 to 49 employees

10 to 19 employees

5 to 9 employees

0 to 4 employees

UK companies*% of SMEs
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Smaller businesses represent a smaller share of UK exports than larger ones.  
The ambition of VCT-backed businesses is shown by the number of them that  
make sales overseas.

131 (51%)8 SMEs backed by VCTs since 2018 have collectively reported exports  
of £400 million. This compares very favourably with the record of SMEs in the 
economy as a whole, where only 10% make sales abroad.9

Exports accounted for 10% of UK SME turnover (below the 16% average across  
all businesses)10. In contrast, exports made up 25% of the sales of VCT-backed 
businesses. For those that did export, it represented 40% of their turnover.

This is a strong record, showing the potential of VCT-backed SMEs to provide  
wider benefits to the UK economy.

14 Selling abroad

131 (51%) SMEs 
backed by  
VCTs since 2018 
collectively  
reported exports  
of £400 million.

Manchester-based Vypr helps manufacturers 
and retailers with new product development  
by providing insight into what customers want  
to see on the shelves.

It combines research into behavioural science 
with a consumer panel, allowing the client to 
test every aspect of their product innovation, 
from packaging, pricing and naming to product 
claims and ranges.

Founded in 2013, it has a 15-strong team.  
An investment from YFM Equity Partners British 
Smaller Companies VCTs helped it expand into 
overseas markets.
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Semble is a communications platform that 
allows patients to connect with doctors for 
non-urgent medical advice.

It also helps to streamline workflows by giving 
them access to their files in one place rather 
than across multiple systems.

The software covers the entire patient journey, 
saving the clinicians time, enabling them to  
treat more patients.

Semble received funding from Triple Point 
Investment Management Limited.

iMist is a developer, manufacturer and installer 
of high-pressure water mist fire suppression 
systems for both domestic and residential 
applications.

It is an alternative to traditional water sprinklers, 
using less water which can help to reduce 
post-fire damage to the property. The system 
works by creating steam which displaces the 
oxygen particles around the fire, helping to 
suffocate the flames. 

An investment from Foresight Group  
VCTs allowed iMist to drive its national  
and international growth plans and invest  
in sustainable local infrastructure.
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15 Providing early support 

SMEs facing a finance gap tend to have low levels of sales. This reflects their size 
and where they are on their path to growth. It is one of the characteristics that makes 
them a risky proposition.

Of the sample11, 193 (70%) reported sales of under £5 million. 38 reported turnover 
under £500k. An additional 29 SMEs did not make any sales at all. This record 
demonstrates that these SMEs are in their early stages of development and that they 
represent a high risk. It indicates that VCTs are embracing the type of entrepreneurial 
businesses that are often ignored by other investors.

Turnover of VCT-backed SMEs 

0 10 20 30 40 50 60 70
No. of SMEs

£20,000,000+

 £10,000,000 >= £20,000,000

 £5,000,000 >= £10,000,000

 £2,000,000 >= £5,000,000

 £1,000,000 >= £2,000,000

 £500,000 >= £1,000,000

£100,000 >= £500,000

£0 >= £100,000

0 sales

See endnote for explanation of samples
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Learnerbly is a workplace platform that gives 
employees control over their learning with a 
tailored programme. Employees can develop 
their knowledge by reading a book or article, 
attending a course or watching a TED talk.

Through the platform, Learnerbly matches 
employees with professional development 
suppliers based on their interests. Available 
resources include topics on marketing,  
public speaking and software engineering.  
An analytics dashboard enables oversight  
of learning across the organisation.

Learnerbly received funding from the  
ProVen VCTs managed by Beringea.

Founded by radiologists, Hexarad seeks to 
address the increasing backlog of medical 
images suffered by the NHS and private 
healthcare providers, allowing fast and accurate 
diagnosis for patients.

The company’s clinically led and technology 
focused approach leads to better outcomes for 
customers and patients as well as an improved 
experience for radiologists across the UK. 

Hexarad received funding from Foresight  
Group VCTs.
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16 Increasing diversity 

Women entrepreneurs have tended to find it more difficult than their male 
counterparts to secure scale-up capital. This has meant potentially successful 
businesses have not achieved the success they could have done. The UK  
economy has forgone growth that could have been achieved and jobs that  
could have been created.

VCTs are increasingly seeking to address this traditional failure. 

VCT managers have invested in 73 (14%) SMEs with women founders,  
which have received £200 million since 2018.

This represents a start in a longer journey to increase investment  
in a more diverse range of entrepreneurs and businesses.

The Cambridge-based company Arecor 
Therapeutics plc uses its platform.

Arestat™ to develop proprietary products.  
It works with pharmaceutical and biotechnology 
companies to enhance product formats, find 
solutions to development challenges and create 
differentiated products offering the potential for 
significant improvements in patient safety and 
convenience. This innovative process can be 
used for vaccine stabilisation. Arecor’s products 
are designed to improve patient outcomes and 
enable healthier lives.

 Acrecor was backed by Calculus Capital VCT 
and Unicorn AIM VCT. 

VCT managers have 
invested in 73 (14%) 
SMEs with women 
founders, which 
have received £200 
million since 2018.

Aptamer Group develops reagents for use  
in research, bioprocessing, diagnostic, and 
therapeutic applications. 

Its products have been used in the treatment of 
cancer and in the discovery, development and 
manufacture of treatment for neurodegenerative 
disease and dementia. Its Optimer platform 
helped in the rapid response to Covid-19.  
The design of its antibodies means that they  
are easier to transport, which benefits the 
environment.

Funded by Seneca Growth Capital VCT and 
Amati AIM VCT, Aptamer Group is based in  
the Yorkshire and Humberside region.
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Rotageek is a workforce scheduling app that 
uses cloud-based, AI driven technology to  
help businesses modernise legacy staff 
scheduling systems. 

Founded in 2009, it was the brainchild of two 
medical doctors who wanted to create better, 
more flexible, fair rotas in the accident and 
emergency department where one of the doctors 
worked. Clients include NHS trusts and major 
retailers. 

Funding received from Calculus Capital VCT  
and the Mobeus VCTs advised by Gresham 
House has enabled the company to scale up  
to meet demand.

Eneraqua provides heat and water efficiency 
solutions for residential, commercial and 
agricultural technology sectors. It aims to  
support clients in meeting their net zero and 
sustainability objectives.

Its communal and district heating solutions  
allow several properties to use heat and hot  
water generated from a central energy centre  
to save costs and reduce CO2 emissions.  
Its patented flow control technology increases 
water efficiency, decreases consumption and  
therefore lowers costs.

It received funding from Hargreave Hale  
AIM VCT.
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18 Methodology and references 

The survey period covered investments made after 1 January 2018 up to end of Q1  
2022. It does not capture all investments made as submission dates for data varied.

All SME financial data, including R&D and turnover, based on the most recently 
available audited report and accounts. Exceptionally, some information may be  
provided from the most recent management accounts.

Regional data is collected using the postcode of each investee company’s head office.

1  Business population estimates for the UK and regions 2021: statistical release. 
Published 7 October 2021. Office for National Statistics.

2 Investment data from January 2018. £1.735 billion invested in 532 companies.

3 Average in all investments since 2018.

4 “Financing growth in innovative firms: consultation”. HM Treasury. August 2017. Para 3.11.

5 “Financing growth in innovative firms: consultation”. HM Treasury. August 2017. Para 4.16. 

6  285 SMEs provided data to the survey from their most recent financial year’s report and accounts.  
Of these, 202 reported R&D expenditure.

7  Business population estimates for the UK and regions 2021: statistical release.  
Office for National Statistics. Published 7 October 2021.

8  285 SMEs provided data to the survey from their most recent report and accounts,  
of these 131 SMEs reported making exports.

9  “Results from the SME FM survey suggest that 9% of the UK’s 5.9 million SMEs are exporting  
(around 530,000 SMEs) (BVA BDRC, 2019a; Department for Business, Energy & Industrial  
Strategy, 2019a). This is in line with latest ONS estimates (10%)” UK SME exporting trends:  
finance and trade February 2020. British Business Bank. Page 5.

10  UK SME exporting trends: finance and trade February 2020. British Business Bank. Page 5.

11 277 SMEs provided turnover data. 
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A selection of sea life shown in this report

Clownfish Blue Tang

Moorish IdolLong-spine Porcupinefish

Yellow Tang Three Stripe Damselfish

Sea Turtle

Hermit Crab Stone CrabSeahorse Regal Angelfish

LionfishBlack and White Clownfish Masked Butterflyfish Octopus

Yellow Longnose Butterflyfish

Jellyfish Whitespotted Eagle Ray

Tiger Shark Starfish
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