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I. Introduction: Corporate Governance Legal and Institutional Reforms
Types of companies 
Part 1 of the 2006 Companies Act (previously, the 1985 Companies Act) distinguishes between the following types of companies:
· Limited and unlimited companies, 
· Private and public companies,
· Companies limited by guarantee and having share capital, and 
· Community interest companies.
In what follows, we focus on the listed firms as well as unlisted firms that are among the top 20 or top 100 largest companies in the UK as measured by their total assets. As these companies are all in the form of public limited companies and private limited companies, we do not review the remaining types of companies. Further, companies limited by guarantee and having a share capital are limited to a few legacy companies predating 1982 and can no longer be formed. The reader interested in community interest companies is referred to the 2006 Companies Act. 
Importantly, as not all of these types of companies have shareholders, UK company law uses the broader term ‘member’ to refer to the associates. Similar to other jurisdictions, the liability of a member of a limited company is limited. If the company has shares, then the member’s liability is limited to the shares held by the member. A public company is a company limited by shares (or limited by guarantee and having a share capital) and whose certificate of incorporation states that it is a public company. All other companies are private companies.  Only public limited companies can be admitted to the London Stock Exchange.
Corporate governance reforms
The UK was the first country to develop a code of best practice in corporate governance. The impetus for the first code of best practice, the 1992 Cadbury Report, were a series of cases of corporate financial fraud. The two most prolific cases were Polly Peck International (PPI) and Coloroll. From relatively humble beginnings, PPI grew to becoming a constituent of the FTSE 100 index at the helm of its CEO Asil Nadir, who took over in 1980 (Bates, 2010). However, in 1990 the Serious Fraud Office (SFO) launched an investigation into PPI, which eventually collapsed with debts totalling £1.3 billion. Nadir managed to flee to Northern Cyprus before a hearing at the Old Bailey and it was only in 2010 that he voluntarily returned to the UK to face a court of law. He was finally put on trial two years later (BBC, 2012). Coloroll underwent a similar demise (Bowen, 1994). Under John Ashcroft, who became CEO of the group in 1982, it went on a shopping spree, buying up a series of businesses during the 1980s. Its demise started in 1988 when it bought the John Crowther group. Both Coloroll and John Growther had been cooking the books to conceal losses. Coloroll eventually collapsed in 1990 when it filed for bankruptcy.
As a reaction to these scandals, the Financial Reporting Council (FRC), the accountancy profession and the London Stock Exchange (LSE) set up the Committee on the Financial Aspects of Corporate Governance in May 1991. Given that the Committee was chaired by Sir Adrian Cadbury, a former director of the Bank of England and the former chairman of Cadbury Schweppes, it is commonly known as the Cadbury Committee. Following the Bank of Credit and Commerce International (BCCI) and the Robert Maxwell scandals of 1991, the remit of the Cadbury Committee was then extended beyond financial fraud. 
What all of these scandals had in common was a powerful CEO as well as a weak board of directors dominated by executives (Goergen, 2018). More generally, when comparing the UK boards of directors with their US counterparts around the time of these scandals, a clear pattern emerges. Almost all of the FTSE 500 companies (i.e. 479 companies) had a board dominated by executives in 1988. In contrast, among the US Fortune 500 companies, only 113 companies had a board with a majority of executives (Dahya et al., 2002). It is then no surprise that the 1992 Cadbury Report – as well as consecutive UK codes of best practice in corporate governance – focused on strengthening corporate boards of directors by recommending gradual increases in the number and percentage of non-executive directors on corporate boards. Nevertheless, the Cadbury Report’s recommendation about board composition refrained from prescribing a minimum of non-executive directors: “The board should include non-executive directors of sufficient calibre and number for their views to carry significant weight in the board’s decisions” (Cadbury Committee, 1992, paragraph 1.3). 
It was the 2003 Higgs Report that made a precise recommendation by expecting companies to have a majority of (independent) non-executives on their board. This would exclude the chairman. Although successive UK codes of best practice, starting with the Cadbury Report, have adopted the “comply or explain” approach, the uptake of the recommendations on board composition was nevertheless surprisingly rapid. For example, Mira et al. (2019) report that the mean percentage of non-executives in their sample reached 44% in 1994, while exceeding 68% by the end of 2010.
Another aspect of board composition that successive UK codes of best practice focused on was a recommendation against CEO duality, i.e. the practice of combining the roles of the CEO and chairman of the board. Conversely, in the USA minds are still split about whether CEO duality should be discouraged or not. While the percentages of firms with CEO duality in the UK FTSE 500 index (66%) and the US Fortune 500 (70%) were very similar in 1988 (Dahya et al., 2002), only few UK companies now have CEO duality. Indeed, Mira et al. (2019) report CEO duality for only 15% of their sample for 1997-2014. In contrast, Duru et al. (2013) and Chhaochharia and Grindstein (2007) report CEO-chair duality in 64% and 75% of their US samples. This suggests that successive codes of best practice have been successful in reducing CEO duality in the UK.
Apart from the above two aspects of board composition, successive UK codes of best practice have also focused on the important role of institutional investors. Institutional investors have been the most important type of shareholders since the late 1960s when the beneficial ownership by individuals of UK quoted shares dropped below 50% (Table 1; see also Table 4.1 of Goergen, 2018). Hence, starting with the Cadbury Report, successive codes have highlighted the importance of voting for institutional shareholders. Specifically, the Myners Report (its official name being Institutional Investment in the UK: A Review) was to focus exclusively on the role of institutional shareholders. While the Cadbury Report had encouraged institutional shareholders to exercise their votes at the shareholder meetings of their investee companies, nine years later the Myners Report still lamented the passiveness of UK institutional investors. Nevertheless, the UK decided not to go down the road taken by the USA, which with the 1974 Employee Retirement Income Security Act (ERISA) had effectively made voting compulsory for US private health and retirement funds (Goergen, 2018). Rather, the UK preferred to encourage institutional investors further to improve their engagement with their investee firms. For example, the FRC published the first UK Stewardship Code in 2010, a code of best practice aimed at institutional investors. The Code recommended that institutional investors should have a clear policy on voting as well as disclosing their voting activity (FRC, 2010).
Another important feature of the UK corporate governance system has been – as mentioned above – the “comply or explain” approach. Both the Cadbury Report and the 1995 Greenbury Report, which issued a set of recommendations about executive pay, had adopted this approach. This approach was also embraced by the first Combined Code, which combined the two previous reports and which was published in summer 1998. Nevertheless, the 2008 financial crisis called for revisiting this approach. The Walker Review was led Sir David Walker, a former banker, and its remit was to look into the governance of banks and other financial institutions. It concluded that the “comply or explain” approach was still valid and that there was no strong case for a move to a more prescriptive system, such as the US system. In contrast, the US response to various crises has been highly prescriptive legislation such as the 2002 Sarbanes-Oxley Act, the response to the Enron scandal, and the 2010 Dodd-Frank Act, the response to the 2008 financial crisis (Goergen, 2018). 
Turning to a detailed discussion of the evolution of ownership and control in UK listed companies, Table 1 suggests the following trends. First, while the majority of quoted shares was held by individuals in the early 1960s (see Goergen, 2018), ownership by individuals has experienced a steady decrease until 2012. However, recent years have seen a slight increase in this percentage from a low of 10.6% in 2012 to a high of 13.5% in 2018. Second, the percentage of shares held by foreign investors has been steadily rising with an almost five-fold increase experienced from 1990 (11.8%) to 2018 (54.9%) (see also Ivanova 2017). Figure 1 shows the geographic distribution of foreign investors: The vast majority are from North America (51.3%) followed by Europe, a distant second (with 24.1%). Third, the percentage of quoted shares held by UK insurers was on the increase until 1997 when it reached its peak of 23.6%. However, since then it has suffered from a steady decrease, resulting in a low of only 4.0% in 2018. The decrease since 1997 can be explained by a gradual shift by insurers from UK shares to foreign shares and mutual funds (ONS 2020). Fourth, the percentage of quoted shares held by UK pension funds has been gradually falling from a high of 31.7% in 1990 to a low of 2.4% in 2018. Finally, other patterns worth mentioning include the following. The percentage of shares held by the public sector increased from 0.1% in 2006 to a high of 3.0% in 2008, as the result of the government rescuing a number of financial institutions. However, since 2012 this percentage has been declining. Moreover, while the percentage of shares held by non-financial institutions has been modest over 1990-2018, in recent years this percentage has recovered and is now just below 3%.
Insert Table 1 about Here
Listing and disclosure rules
Goergen and Renneboog (2001) review the recent history on ownership disclosure in the UK. It was in 1945 that the Cohen committee recommended that beneficial ownership of shares should be disclosed. A holding is beneficial if the holder receives the cash flows (typically the dividends) generated by the holding. Otherwise, the holding would be a non-beneficial holding. This distinction is typically made for tax purposes: a company director may hold non-beneficial holdings for the benefit of their spouse or infant children, but the dividends are earned by the actual owners of these holdings. 
Again, it is important to note that UK company law tends to use the all-encompassing term member to refer to both the shareholders of a public limited company and the associates of companies without shares. In particular, Section 113 of the 2006 Companies Act (which was preceded by the 1985 Companies Act) requires every company to hold a register of members. This register has to include information about each member, including their name and address, the number of shares (assuming the company has shares) they hold (of each class, if the company has more than one class of shares) and the date when they became a member. In case they cease to become a member, the relevant date also has to be entered into the register.  
For both listed and unlisted companies with shares, the disclosure threshold was 5% from 1985 to 1989, when it was reduced to 3%. The members of the board of directors have to disclose their interests and changes in their stakes regardless of the number of shares they hold. Finally, the Financial Conduct Authority (FCA) is the body in charge of the rules governing the disclosure of share ownership in UK listed firms. It doubles up as the UK Listing Authority (UKLA).[footnoteRef:1] The rules reflect the European Union Transparency Directive Amending Directive (2013/50/EU). A person[footnoteRef:2] must notify the company, if the percentage of his voting rights exceeds or falls below 3%, 4%, 5%, 6%, 7%, 8%, 9%, 10% and each 1% threshold thereafter up to 100%.[footnoteRef:3]  [1:  The FCA has gradually phased out the term UKLA starting in 2017 as it claimed that the term confused its stakeholders who frequently mistakenly concluded that the UKLA was a separate body from the FCA. However, the UKLA was merely a term used to designate the FCA’s primary market functions. See https://www.fca.org.uk/markets/primary-markets (consulted on 17 June 2020).]  [2:  In UK Company Law and various legal and regulatory documents, the term ‘person’ as well as the pronouns ‘he’ and ‘him’ may refer to both ‘individuals’ and ‘bodies corporate’ (companies). See Mayson et al. (1996), section 0.1.9 ‘A note on terminology’ for more detail. The term ‘individual’ is used if corporations are to be excluded. See also Goergen and Renneboog (2001).]  [3:  See FCA Handbook, DTR 5.3 “Notification of voting rights arising from the holding of certain financial instruments” as well as DTR 5.1 “Notification of the acquisition or disposal of major shareholdings” (in particular, DTR 5.1.2) (https://www.handbook.fca.org.uk/handbook/DTR/, consulted on 17 June 2020). From 1985 to 1989, the threshold was 5% (Goergen and Renneboog, 2001).] 

II. The Data
Similar to other chapters in this book (see e.g. the chapter on Bulgaria), this chapter is based on four unique datasets (drawn from the Amadeus and Orbis databases provided by Bureau van Dijk (BvD)) on the ownership of the hundred largest domestic non-financial firms (measured by average total assets) and all the domestic listed non-financial firms in the UK for the 1990s (typically 1995-97) and the 2010s (typically 2018-19). All companies are cross-checked with the help of the London Share Price Database (LSPD) and Standard & Poor’s Capital IQ. All companies must have the United Kingdom as their country of incorporation. Listed companies also must have an ISIN starting with the country code “GB”,[footnoteRef:4] and have their primary listing on the London Stock Exchange (LSE), including the Official List, the Unlisted Securities Market (USM) and the Alternative Investment Market (AIM), as evidenced by their ticker symbol. Finally, additional checks are performed with the help of LSPD and the Companies House website for companies with missing information.  [4:  Both criteria eliminate a number of companies incorporated in the Channel Islands as well as some overseas territories of the UK, including the Falklands and the Turks and Caicos Islands. ] 

Company size is measured by total assets. We take two samples of companies over time. For the first sample, we rank companies based on available data on assets between 1993 and 1998 and for each company we retain the maximum value for total assets during that period. We then determine the hundred largest companies based on this information. For the most recent sample, we focus on 2018. 
We then exclude financial firms based on their ISIC/NACE codes while keeping holding companies for further analysis. We use a cut-off point of 20% of the shares to class a company as having a large shareholder or having dispersed ownership. This cut-off point is chosen to guarantee comparability with prior research on ultimate control in Europe (e.g. La Porta, Lopez-De-Silanes, and Shleifer (1999) and Faccio and Lang (2002) for Western Europe, and Gugler, Mueller and Peev (2013) for Central and Eastern Europe). If present, the large shareholder (if there is more than one shareholder owning at least 20% of the equity, this would be the largest of them), is classed as a foreign shareholder, a family or individual, the state, a non-financial or financial holding company or others. The state category includes two levels of government, i.e. central (directly owned by the central government) and local (e.g. directly owned by a local authority). We rely on the pre-defined ownership types in the Amadeus/Orbis databases in order to identify financial institutions such as banks and institutional investors (including mutual funds, pension funds, nominees, trusts, private equity firms, and venture capital companies). The latter category also includes financial holding companies and other financial companies classified as non-financial companies by BvD. Companies with their largest shareholder being the employees, the managers or directors, a cooperative or a foundation or research institute are classed as others. Holding companies include non-financial holding companies as per BvD. Additional data cleaning was required as sometimes the largest shareholder could not be identified within the Amadeus database (including name, nationality and exact shareholding) or its type was wrong or other issues applied.
III. The Ownership Structure
Table 2 reports descriptive statistics on the ownership concentration of the top 100, the top 20 and the listed companies for the UK for the 1990s. For all three types of companies, the average (median) shareholding of the largest shareholder falls well below the cut-off point of 20%, ranging from 13.95% for the top 20 companies to 16.04% for the top 100 companies. This implies that the average (median) UK company is widely held. In contrast, in the rest of Europe most companies tend to have a large shareholder. Also, in direct contrast to the rest of Europe, the second and third largest shareholders tend to be relatively large with an average shareholding ranging from 7.36% to 8.89% and from 4.26% to 6.03%, respectively. These patterns confirm those observed by Goergen and Renneboog (2001) for the UK for the period of 1988-1992.
Insert Table 2 about Here
Table 3 shows the percentages of listed companies and 100%-owned subsidiaries among the top 20 and top 100 companies for the 1990s. Sixty percent and 68% of the top 20 and top 100 companies, respectively, are listed on the London Stock Exchange. Conversely, for both the top 20 and top 100 companies, the percentage of 100%-owned subsidiaries is negligible. Below, we shall see that both the percentage of listed companies and the percentage of fully-owned subsidiaries changed significantly over time.
Insert Table 3 about Here
Table 4 focuses on the category of the largest shareholder. The table confirms that the vast majority, i.e. just above three quarters, of the top 100 companies are widely held. The percentage of widely held listed companies is similar with 79% whereas the percentage of widely held companies in the top 20 is higher – as one would expect – with 85%. Given the small number of companies with a large shareholder in the top 100, it is difficult to identify any clear patterns in the importance of specific categories of shareholders. The same point can be made about the listed companies.
Insert Table 4 about Here
Moving onto the descriptive statistics for UK corporate ownership in 2018-19, Table 5 suggests that the patterns unveiled for the 1990s for listed firms still hold. Importantly, albeit there is a slight increase in ownership concentration, the average listed UK firm is still widely held. Also similar to the 1990s, the second and third largest shareholders are relatively large when compared to the largest shareholder.
In contrast, there has been a significant increase in ownership concentration for the top 20 and top 100 companies. The average equity stake of the largest shareholder in the top 20 companies is now 67.58% compared to only 13.95% in the 1990s. A similar increase for the top 100 companies can be observed with the average stake of the largest shareholder now being 77.5% compared to 16.04% in the earlier period. 
Insert Table 5 about Here
Why do we observe such a large increase in ownership concentration for the UK over time? Table 6 provides an answer to this question. First, the percentage of listed firms in both the top 20 (top 100) has decreased substantially from 60% (68%) to 35% (19%). Second, while the average listed firm is still widely held as was the case during the 1990s, its free float has also fallen from 79% (see Table 4) to 67% in 2018-2019 (see Table 7). Third, the percentage of fully-owned subsidiaries has also increased substantially from zero (near zero) to 50% (58%) for the top 20 (top 100) companies. A visual inspection of these 58 fully-owned subsidiaries among the top 100 companies reveals the following patterns. A few of these fully-owned subsidiaries used to be independent, listed companies such as Grandmetropolitan Plc, which was acquired by Diageo Plc in 1997. Most are subsidiaries of UK listed companies – such as BT Group Investments Limited which operates as a subsidiary of BT Group Plc and B.A.T. Industries Plc which is a subsidiary of British American Tobacco Plc – or subsidiaries of foreign companies – such as Dell International Holdings Limited. Such subsidiaries might be set up for regulatory reasons and/or for tax reasons. For example, as BT Group Plc is engaged in the regulated telecommunications industry, it might ringfence its regulated companies from companies operating in unregulated industries. Finally, five of these fully-owned subsidiaries[footnoteRef:5] have links with the former Hanson Plc. Hanson Trust, the precursor of Hanson Plc, was founded in 1964 by James Hanson, who later became Lord Hanson. James Hanson acquired a number of underperforming companies and then turned them back into profitable businesses. As Hanson frequently split up businesses, getting rid of what he considered to be deadweight, he was repeatedly accused of being an asset stripper (The Independent, 2004). After Lord Hanson retired in 1997, Hanson Plc focused on building materials. In 2007, the German company HeidelbergCement AG then took over Hanson Plc. [5:  These include Hanson Quarry Products Europe Limited, Hanson Holdings (1) Limited, Hanson Overseas Holdings Limited, Hanson Limited (the former Hanson Plc) and Hanson Building Materials Limited.] 

Insert Table 6 about Here
Table 7, suggests that the percentage of listed companies with a foreign shareholder as their largest shareholder has increased substantially from only 1.49% to 16.13%. This confirms the pattern observed in Table 1. Table 7 also confirms that most of the fully-owned subsidiaries in Table 6 are owned by non-financial companies as well as by holding companies. Nevertheless, and similar to the 1990s, the vast majority of listed UK companies are widely held and it is difficult to identify any clear patterns in the relative frequency of the various categories of large shareholders given the small numbers of companies that are not widely held. 
Insert Table 7 about Here
To sum up, over the period ranging from the late 1990s to 2018-2019, the percentage of listed companies in the top 20 and top 100 has seen a marked drop while the percentage of fully-owned subsidiaries among the top UK companies has increased from near zero to the majority of such companies. Still, the average listed UK company is widely held in 2018-19 (see Goergen and Renneboog, 2001).
IV. The Determinants of Ownership Changes
We observed an increase in ownership concentration from the 1990s to the late 2010s across the board, i.e. for the top 20, top 100 and to a lesser extent all listed firms. Nevertheless, one needs to be careful when drawing inferences and one needs to avoid concluding hastily that the average UK firm is moving away from being a widely held company. For example, some of the firms that appear in the 2018-19 top 100 list are relatively newly created subsidiaries of some of the largest listed UK firms. For example, in 2005 GlaxoSmithKline Plc created GlaxoSmithKline Holdings Limited, the latter being in the top 20 firms for 2018-19. Similarly, British Telecommunications Plc, as a result of a 2001 reorganisation, is now a 100%-owned subsidiary of BT Group Plc.[footnoteRef:6] Section III mentions other similar examples of firms that were created via mergers and demergers. Concerning listed companies, a possible reason for the slight increase in ownership concentration might be due to the success of the Alternative Investment Market (AIM), which was created in 1995 as a second-tier segment of the London Stock Exchange (LSE) (Espenlaub et al., 2012). In contrast to the Official List, the first-tier segment of the LSE, which required a minimum of 25% of the equity shares to be dispersed with small shareholders immediately after the initial public offering (IPO), the AIM did not have a requirement about a minimum free-float.  [6:  BT Group plc was founded in 2001 when the mmO2 business (BT’s mobile activities in the UK, the Netherlands, Germany and the Republic of Ireland) was spun off (BT Group, 2002).] 

We also observed that individual ownership of corporations in the UK was gradually replaced by institutional ownership. Armour and Skeel (2007) suggest at least two reasons why this is the case. First, taxation discriminated in favour of institutional shareholders and against individuals. In detail, pension funds were exempt from tax on dividends while insurance companies benefited from more limited tax relief. In contrast, the tax rate applied to investment income earned by individuals was 90% from the end of World War II until 1974 when it rose to 98% and stayed at that level until 1979. The increase in corporate ownership by institutional investors carried on until the early 1990s but then dropped thereafter (see Table 1; see also below). Although the Thatcher government started a privatisation process of state-owned businesses in 1979-1983, which carried on until the 2000s, with the explicit aim of increasing individual ownership (including employee ownership), it failed to achieve this aim (Goergen, 2018; see also Table 1). 
Second, frequently the heirs of the company founder, given the high tax on dividend income, would prefer to sell their shares rather than hold onto them after the founder had passed away (Bank and Cheffins, 2008). Typically, the buyers of such shares were institutional shareholders. Given their increasing ownership, institutional investors were also the main drivers behind corporate governance regulation and best practice (Armour and Skeel, 2007): They[footnoteRef:7] gradually pressured UK companies to get rid of any devices counter to the one-share one-vote rule (Grossman and Hart, 1988), such as non-voting shares and anti-takeover mechanisms. This resulted in an active market for corporate control in the UK compared to the rest of Europe where this market remained underdeveloped. [7:  UK institutional investors are typically represented by the Association of British Insurers (ABI) and the National Association of Pension Funds (NAPF). For example, the Committee on Corporate Governance, which was set up in 1995, was chaired by Sir Ronald Hampel and in 1998 published its final report, had input from the ABI and the NAPF.] 

In 1997, UK pension funds lost their favourable tax status (Trapp, 1997; Bond et al., 2007), which explains at least in part the downward trend in their share of UK corporate ownership (see Table 1) over 1998-2018. In addition (see also Section II), 1997 witnessed the start of a decrease in corporate ownership held by UK insurance companies. As highlighted in Section II, this trend was due to insurers moving from UK shares to foreign shares as well as being due to mutual funds given a shift from an active investing strategy to a passive one (ONS, 2020). Why did this shift happen? According to Warburton (2012), the 1997 change in regulation that permitted corporations to enter the fund management industry (previously, only trusts could operate in the industry) resulted in a significant and sudden increase in competition.[footnoteRef:8] As a result, many actively-managed funds moved to passive management given that in the past they had not performed sufficiently well for their risk-adjusted returns to cover their management fees. Finally, Bond et al. (2007) argue that the 1997 tax reform would also have negatively affected the equity holdings of those insurance companies that provided pension plans. This explains the decline in the ownership held by insurance companies, including the smaller magnitude of this decline when compared to pension funds. [8:  As highlighted by Warburton (2012), the main difference between trusts and corporations is that the latter offer greater limited liability protection for managers. Hence, allowing corporations to operate in this industry significantly decreased the originally high costs of entry.     ] 

In turn, the steady increase in corporate ownership by foreign investors was mainly due to the greater internationalisation of the London Stock Exchange, which made it increasingly easy for foreign investors, especially foreign individuals, to acquire shares in UK companies e.g. via electronic trading platforms (ONS, 2020). Further, Bond et al. (2007) argue that the increase in ownership by foreign investors can at least be partly explained by the reduced attractiveness for UK equity securities for UK pension funds given the 1997 tax reform.
Finally, the UK government had to rescue a number of banks because of the 2008 financial crisis. This resulted in an increase in corporate ownership held by the UK government over 2008-2010. For example, in 2009 Her Majesty’s (HM) Treasury took a 43.4% stake in the Lloyds Banking Group and a 70.3% in the Royal Bank of Scotland. It then reduced its stake in Lloyds in 2013 and finally sold the remaining shares in 2016. However, at the end of 2019, the UK government still owned 62.1% of the Royal Bank of Scotland’s equity (Royal Bank of Scotland, 2019). This would explain why UK government ownership of corporations was still higher in 2018 (see Table 1) than in the pre-crisis year 2006.
V. Conclusion
Although the UK has experienced marked changes in the importance of different categories of shareholders over the last three decades, UK corporate ownership is still widely held in contrast to the rest of Europe where ownership and/or control tend to be concentrated and lie with one or a small number of shareholders. In addition, the second and third largest shareholders in the average UK company tend to be relatively large whereas this is not the case in the average company from Continental Europe. 
Nevertheless, it needs to be seen how Brexit will affect corporate ownership in the UK over the next decades. For example, Brexit may cause an increase in the number of UK companies being owned by US investors, possibly caused by an opening up of the UK National Health Service (NHS), followed by its gradual privatisation.[footnoteRef:9] Moreover, Tielmann and Schiereck (2017) provide preliminary evidence that post-Brexit UK companies might be relatively cheap takeover targets compared to companies elsewhere in Europe (see also Bloom et al., 2019). This could lead to further increases in foreign ownership of UK companies over the next few decades. In turn, ownership of companies based in the remaining 27 EU member states held by UK companies may increase as the latter establish subsidiaries within the EU to guarantee their access to the Single Market post-Brexit (Breinlich et al., 2019). Likewise, companies from the EU 27 member states may want to set up subsidiaries in the UK to ensure access to the British market post-Brexit.  [9:  At the time of writing this chapter, it was as yet not entirely clear whether opening up the NHS to private health provides from the USA would be part of the conditions for a US-UK trade agreement (see e.g. Williams, 2020). Nevertheless, the UK government already seemed to be in a process to covertly privatise the NHS via outsourcing large chunks of its services to the private sector (see e.g. The Guardian, 2020).] 
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Source: Office of National Statistics (2020)
Notes: The Channel Islands are Jersey, Guernsey and Isle of Man. Asia excludes the Middle East. The Middle East includes Bahrain, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia and United Arab Emirates.

Table 1 – Beneficial ownership of UK quoted shares in percentages, 1963-2018
	
	1963
	1975
	1981
	1990
	1991
	1992
	1993
	1994
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2006
	2008
	2010
	2012
	2014
	2016
	2018

	Rest of the world
	7.0
	5.6
	3.6
	11.8
	12.8
	13.1
	16.3
	16.3
	28.0
	30.7
	33.0
	35.7
	35.7
	35.9
	36.1
	36.3
	40.0
	41.5
	43.1
	53.3
	53.7
	53.9
	54.9

	Insurance companies
	10.0
	15.9
	20.5
	20.4
	20.8
	19.5
	20.0
	21.9
	23.6
	21.6
	21.6
	21.0
	20.0
	19.9
	17.3
	17.2
	14.7
	13.4
	8.8
	6.2
	5.9
	4.9
	4.0

	Pension funds
	6.4
	16.8
	26.7
	31.7
	31.3
	32.4
	31.7
	27.8
	22.1
	21.7
	19.6
	17.7
	16.1
	15.6
	16.0
	15.7
	12.7
	12.8
	5.6
	4.7
	3.0
	3.0
	2.4

	Individuals 
	54.0
	37.5
	28.2
	20.3
	19.9
	20.4
	17.7
	20.3
	16.5
	16.7
	15.3
	16.0
	14.8
	14.3
	14.9
	14.1
	12.8
	10.2
	10.6
	10.6
	12.4
	12.3
	13.5

	Unit trusts
	1.3
	4.1
	3.6
	6.1
	5.7
	6.2
	6.6
	6.8
	4.2
	2.0
	1.6
	1.1
	1.3
	1.2
	1.5
	1.4
	1.6
	1.8
	8.8
	9.5
	9.1
	9.5
	9.6

	Investment trusts

	

	

	
	1.6
	1.5
	2.1
	2.5
	2.0
	1.2
	1.3
	1.2
	1.3
	1.6
	1.3
	1.7
	2.5
	2.4
	1.9
	2.1
	1.7
	1.8
	2.1
	1.4

	Other financial institutions
	11.3
	10.5
	6.8
	0.7
	0.8
	0.4
	0.6
	1.3
	1.3
	2.7
	3.1
	2.8
	7.2
	7.7
	8.3
	8.2
	9.6
	10.0
	12.3
	6.6
	7.1
	8.1
	8.1

	Charities
	2.1
	2.3
	2.2
	1.9
	2.4
	1.8
	1.6
	1.3
	1.9
	1.4
	1.3
	1.4
	1.0
	1.1
	1.2
	1.1
	0.9
	0.8
	0.9
	0.6
	1.1
	1.0
	0.5

	Private non-financial companies
	5.1
	3.0
	5.1
	2.8
	3.3
	1.8
	1.5
	1.1
	1.2
	1.4
	2.2
	1.5
	1.0
	0.8
	0.7
	0.6
	1.8
	3.0
	2.2
	2.3
	2.0
	2.2
	2.6

	Public sector
	1.5
	3.6
	3.0
	2.0
	1.3
	1.8
	1.3
	0.8
	0.1
	0.1
	0.1
	–
	–
	0.1
	0.1
	0.1
	0.1
	1.1
	3.0
	2.5
	2.6
	1.1
	0.9

	Banks
	1.3
	0.7
	0.3
	0.7
	0.2
	0.5
	0.6
	0.4
	0.1
	0.6
	1.0
	1.4
	1.3
	2.1
	2.2
	2.7
	3.4
	3.5
	2.5
	1.9
	1.4
	1.8
	2.1

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Office of National Statistics (various releases).
Notes: The percentages may not sum up to 100 due to rounding errors.
Figure 1: Geographic distribution of ownership (%) by foreign investors 
(at 31 December 2018)
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