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THE MIddLE MARkET INdIcATOR (MMI) fROM THE NATIONAL cENTER fOR THE MIddLE MARkET IS A 
QuARTERLy BuSINESS pERfORMANcE updATE ANd EcONOMIc OuTLOOk SuRvEy cONducTEd AMONG 
1,000 c-SuITE ExEcuTIvES Of cOMpANIES WITH ANNuAL REvENuES BETWEEN $10MM ANd $1B.

Middle Market Indicator
from The National Center for the Middle Market

There are nearly 200,000 U.S. middle market  
businesses that represent one-third of private sector  
GDP, employing approximately 47.9 million people.  
These businesses outperformed through the financial  
crisis (2007–2010 period) by adding 2.2 million jobs  
across major industry sectors and U.S. geographies, 
demonstrating their importance to the overall health  
of the U.S. economy. They are private and public, family owned, 
and sole proprietorships, geographically diverse,  
and span almost all industries. The health of these  
businesses and their respective outlook serve as a solid 
indicator for the greater U.S. economy as a whole.  
(See www.middlemarketcenter.org: “The Market that Moves 
America,” seminal research on the definition, significance,  
and role of the middle market, Oct. 2011.)

HOW IS THE RESEARcH cONducTEd?

The MMI surveys 1,000 CEOs, CFOs, and other C-suite 
executives of America’s middle market companies on key 
indicators of past and future performance in revenues, 
employment, and allocation of cash. The survey also reports 
middle market company confidence in the global, U.S., and 
local economies and identifies key business challenge areas. 
The survey was designed to accurately reflect the nearly 
200,000 U.S. businesses with revenues between $10MM and 
$1B, the lower and upper limits on middle market annual 
revenue. The quarterly survey is designed and managed by the 
National Center for the Middle Market. 

ABOuT THE NATIONAL cENTER fOR  
THE MIddLE MARkET 

Founded in 2011 in partnership with GE Capital, and located  
at The Ohio State University Fisher College of Business,  
the National Center for the Middle Market is the leading source 
of knowledge, leadership, and innovative research on the U.S. 
middle market economy. The Center provides critical data, 
analysis, insights, and perspectives to help accelerate growth, 
increase competitiveness, and create jobs for companies, 
policymakers, and other key stakeholders in this sector. The 
Center’s website, which offers a range of tools and resources 
for middle market companies, can be visited  
at www.middlemarketcenter.org.
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While the performance of u.s. middle market companies 
remains undeniably strong expectations for future rates 
of revenue and employment growth have declined for the 
second straight quarter. Additionally, the rates of year-over-
year mean total revenue and employment growth slipped 
for most middle market firms this quarter. the healthcare, 
financial services and construction industries are the 
exception, with revenue growth remaining above 8% and 
strong year-over-year employment increases. Overall, the 
majority of middle market firms anticipate continued  
revenue growth at moderate, sustainable rates, however  
more than eight in 10 (81%) believe their workforce is 
currently sized right. 

For Q2 2015, two-thirds of middle market companies across 
all revenue and industry segments report improved past year 
company performance, up from 63% in the second quarter of 
2014. In particular, core middle market firms, with revenues 
between $50 million and $100 million, appear to have 
rebounded from last quarter. 

This quarter, a record high 75% of middle market companies 
report increased year-over-year revenue growth; but they  
are growing at a slower rate than experienced over the 
previous three quarters. After a spurt of rapid expansion, 
growth appears to be stabilizing across most industries, 
although healthcare, construction, and financial services 
industries continue to enjoy higher rates of growth. On the 
other end of the spectrum, the services and manufacturing 
segments report the most notable slowdowns in growth. Yet, 
across the board, the middle market continues its trend of 
significantly outpacing the S&P 500, where revenue actually 
declined 1.8%.

After achieving a high of 5% in Q4 2014, year-over-year mean 
total employment growth has slipped to just under 4% for 
Q2 2015, continuing the downward trend that began last 
quarter. Since the end of last year, employment growth has 
slowed across all middle market revenue segments and all 
industries, with the exception of construction, which reports 
6.5% mean total year-over-year employment growth this 
quarter. Employment increases remain strong in the healthcare 
segment as well, at 5.7%. 

Executive Summary
While close to half of firms experienced some form of 
expansion in the past year, executives’ expectations of future 
expansion decreased last quarter, and these muted numbers 
hold for Q2 2015. Still, 40% of companies expect to introduce 
a new product or service in the next 12 months and 31% 
anticipate geographic domestic expansion. Two-thirds of firms 
indicate an appetite for investing additional cash on hand and 
most firms target and maintain a low debt to asset ratio of 
about 22%.

The short-term outlook for middle market firms in most 
industries has declined from last quarter. Fewer middle market 
business leaders anticipate a more favorable business climate 
and stronger demand over the next three months. Additionally, 
less than half of firms predict a short-term increase in sales, 
with the retail trade industry posting the largest drop in sales 
expectations. At the same time, over one-third of companies 
believe their costs will increase in the next three months, 
and the majority of these businesses expect the increase to 
affect pricing. Despite these projections, nearly one-third of 
firms expect to add to their workforce in the short term, with 
construction and healthcare companies most likely to be hiring. 

Looking further into the future, expectations for the rate of 
revenue and employment growth continue the decline reported 
last quarter, most notably among firms with more than 
$100 million in annual revenues. Middle market leaders also 
anticipate low increases in profitability over the next 12 months. 
While the majority of businesses do expect some revenue 
expansion, and 37% anticipate workforce increases over the 
course of the year, companies continue to struggle with finding 
and retaining qualified candidates. They also contend with the 
impact of increasingly complex government regulations. 

On a positive note, middle market business leaders believe a 
strengthening dollar and a slowdown in the rise of healthcare 
costs will benefit their companies. The majority of middle 
market leaders remain confident in the local and U.S. 
economies, and global economic confidence is beginning to 
rise marginally. 

For CoMplETE TrENdINg daTa, vISIT middlemarketcenter.org
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For Q2 2015, three-quarters of middle market firms reported 
year-over-year increases in revenues, up from 70% last quarter 
and 69% one year ago. While more middle market companies 
are currently experiencing growth than at any other time in 
the history of the Middle Market Indicator, the rate of growth 
is tapering off. After reporting mean year-over-year revenue 
growth above 7% for the past three quarters, companies 
now report growth rates of 6.6%, the same as one year ago. 
In particular, the largest middle market firms, with revenues 
between $100 million and $1 billion, report a significant decrease 
in the rate of year-over-year growth, from 9.1% last quarter to 
6.4% this quarter. 

The reduced expectations for future growth seen in the first 
quarter of the year continue today. Six in 10 firms expect to 
grow revenues over the next 12 months, however at a slower 
growth rate of 5.1%. This anticipated revenue growth rate is the 
lowest level measured over the past year. 

While middle market firms continue to hire, with close to half 
(46%) of companies reporting year-over-year increases in the 
size of the workforce, the rate of growth has continued the 
decline reported last quarter. Mean total employment growth 
slipped to 3.9% from 4.3% reported in Q1 2015, with the most 
notable decreases in the largest middle market firms. However, 
mean employment growth remains above the levels reported 
one year ago.

Expectations for employment growth over the next 12 months 
continue to soften, with the largest middle market firms 
anticipating the greatest decrease in the future rate of hiring. 
Additionally, significantly more lower middle market firms 
(revenues between $10 million and $50 million) expect to 
downsize over the course of the year. For the overall middle 
market, close to four in 10 middle market firms expect  
to increase the size of their staffs, but at a reduced growth  
rate of 2.7%.

REvENuE GROWTH
More middle market firms are growing, but a slower rate

EMpLOyMENT GROWTH
Slower employment growth persists
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Over the past 12 months, middle market leaders’ confidence 
in the national economy has increased steadily, approaching 
the high levels of local economic confidence that have 
persisted over the past three years. However, global economic 
confidence has remained relatively flat since the first quarter of 
2014. Interestingly, in Q2 2015, confidence in the U.S. economy 
has taken a slight step back, and local confidence has declined 
slightly as well from three months ago; but global perspectives 
have improved marginally. 

EcONOMIc cONfIdENcE
National and local confidence continue to outpace global confidence
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Despite these fluctuations, attitudes toward local and national 
conditions remain notably stronger than the global outlook. 
Nearly three-quarters (73%) of middle leaders remain 
somewhat positive about the national state of affairs, and 
eight in 10 leaders report at least some confidence in local 
conditions. Global confidence lags behind at 58%, but the gap 
continues to narrow, and global confidence remains well above 
levels reported in 2012 and early 2013.

GLOBAL EcONOMy
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About two-thirds (67%) of middle market companies remain 
willing to invest additional dollars as opposed to saving cash, a 
percentage that has remained consistent since increasing from 
61% to 68% at the end of 2014. One-third of companies prefer 
to hold onto cash. Over the coming year, middle market firms 
are most likely to invest in new products or services  
or expansion into new domestic markets.  

For the second straight quarter, middle market leaders had the 
opportunity to write in their key challenges for both the near 
and long term as opposed to responding to a pre-defined list 
of issues. Once again, employment issues—including hiring, 
retention, and workforce qualifications—remain the top internal 

cApITAL INvESTMENT
Appetites for investment remain consistent  $

However, local competition, regulations, and limited resources 
will be challenges to geographic expansion. For those 
companies that increase their offerings, many expect the 
investment to pay off: about two in five firms—or 42%—
anticipate an increase in the proportion of company revenues 
that will come from newly introduced products and services. 

concerns facing companies right now and over the coming year. 
Externally, leaders are expressing growing concerns related to 
competition and the impact of government regulations. Leaders 
expect these challenges to be the greatest hurdles to overcome 
over the next three months and throughout the year ahead.

kEy fINdINGS For CoMplETE TrENdINg daTa, vISIT middlemarketcenter.org

kEy cHALLENGES
Talent and regulation concerns are growing
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inteRnAl ChAllenges: 
1. STAFF/EMPLOYEES 44%
2. BUSINESS GROWTH 30%
3.  FINANCES 21%
4. COSTS 19%
5.  GOvERNMENT REGULATIONS 10%

eXteRnAl ChAllenges: 
1. COMPETITION 25%
2. GOvERNMENT REGULATIONS 22%
3. COSTS 15%
4. ECONOMY 15%
5.  BUSINESS GROWTH 13%
6. FINANCES 13%

inteRnAl ChAllenges: 
1. STAFF/EMPLOYEES 47%
2. BUSINESS GROWTH 22%
3.  FINANCES 15%
4. COSTS 17%
5.  GOvERNMENT REGULATIONS 5%

eXteRnAl ChAllenges: 
1. GOvERNMENT REGULATIONS 24%
2. COMPETITION 19%
3.  COSTS 14%
4. ECONOMY 14%
5. BUSINESS GROWTH 13%
6. FINANCES 11%

LONG TERM cHALLENGES (Next 12 months)SHORT TERM cHALLENGES (Next 3 months)
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puBLIc MATTERS

While executive gatherings can often turn into gripe sessions 
against the government, it is important to keep these 
complaints in perspective. By a wide margin executives are 
more worried about the invisible hand of the market than the 
heavy hand of the state. Business and competitive issues—
expanding geographically, foreign rivals, financing growth—
lead executives’ list of challenges by a wide margin over 
government: more than 3 to 1 in the short term, nearly 3 to 1 in 
the long run. 

Still, there are grounds for grousing. Discernable in the data 
are four points of a middle market policy agenda:

tax fairness: Middle market executives tell us their effective 
tax rates are 17.9% (federal) and 8.9% (state). While these self-
reported numbers are impossible to compare to the overall 
effective corporate tax rate, it is clear that the complexity of 
the tax code bedevils middle market companies, which are 
often too big to qualify for exemptions and too small to exploit 
tax arcana. 

Regulatory burden: Middle market executives are caught in 
the middle: unable to claim exemption from requirements and 
forced to pile the cost of compliance on a lower revenue base 
than larger companies. Policymakers should reexamine the 
distribution of tax and regulatory burdens, at whatever level 
they are set. 

infrastructure: Seventy-three percent of middle market 
executives say investment in physical infrastructure—roads, 
bridges, airports—should be a top priority for government; a 
third say it should be the top priority. Three out of five prioritize 
public investment in digital infrastructure (e.g., broadband and 
cybersecurity) and 15% say it should be job one. 

human capital: One in four middle market executives cite 
education as the top need; 50% say workforce training should 
be a public priority, with 14% putting it first on the list. Middle 
market executives struggle most in finding qualified candidates 
(57% say it is a major challenge) and hiring new talent (49%). 

SpEEd ZONE AHEAd

The middle market, still cruising quickly, has lifted its foot off 
the accelerator. The rate of middle market growth has softened, 
with middle market companies averaging revenue growth of 
6.6%, down from 7.4% in the previous quarter, which is still 
impressive. Middle market growth is also widespread: 75% 
of middle market executives report increased revenue, and 
the construction, healthcare, and financial services industries 
reported revenue growth rates of about 8.5%.

Still, the cautious sentiment perceived three months ago has 
persisted, manifested clearly in hiring behavior and plans. In 
the last three quarters, mean year-on-year employment growth 
has slipped from 5.0% to 4.3% to 3.9%. The middle market is 
also less ebullient about prospects for profits than it was at 
the start of the year. Though the vast majority (86%) expects 
profit margins to grow or stay the same, the average projected 
increase in profitability is down from 3.1% to 2.4%.   

None of this is alarming. While the economic recovery has 
been slow, it is now six years old and slower rebounds are 
considered normal. More important, the middle market’s 
appetite for investment remains strong—67% say they’d invest 
an extra dollar vs. save it; 18% say they have opened a new 
plant or facility in the last year; R&D spending is solid, and 36% 
of manufacturers say it is increasing. 

SO WHy THE LONG fAcE?

Three things appear to be weighing heavily on executives’ 
minds. First is the availability and price of labor. Minimum wage 
increases and a tighter labor market have made workforce 
issues a top challenges for executives. Second and more 
immediately, middle market executives worry whether the pace 
of the economy and overall business climate will continue to 
support growth. For only the second time since the MMI began, 
confidence in both local and national economies has dipped 
slightly. And the Canadian economy—the middle market’s 
largest trading partner—has also been sluggish. 

Finally, the middle market is anxious about the potential 
impact of increases in interest rates and energy prices. Forty-
eight percent of executives would welcome a stronger dollar 
because it would reduce the cost of imported raw materials 
(see chart). If wages, interest rates, and energy prices all went 
up, the hat trick would squeeze profits and tamp down growth. 
These factors are largely outside management’s control, 
with the exception of labor costs. They can be held down by 
restraining hiring itself, which appears to be what executives 
have in mind.
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In Collaboration With

The National Center for the Middle Market is the leading source  

of knowledge, leadership, and innovative research focused on  

the U.S. Middle Market economy. The Center provides critical data, 

analysis, insights, and perspectives to help accelerate growth, increase 

competitiveness, and create jobs for companies, policymakers, and  

other key stakeholders in this sector. Stay connected to the Center  

by contacting middlemarketcenter@fisher.osu.edu.

From business as usual to business unusual, Fisher College of Business 

prepares students to go beyond and make an immediate impact in their 

careers through top-ranked programs, distinguished faculty and a vast 

network of partnerships that reaches from the surrounding business 

community to multinationals, nonprofits and startups across the globe. 

Our students are uniquely prepared and highly sought, leveraging Fisher’s 

rigorous, experiential learning environment with the resources of Ohio 

State, a premiere research university with 500,000 proud Buckeye alumni.

GE Capital offers consumers and businesses around the globe  

an array of financial products and services. For more information,  

visit gecapital.com or follow company news via Twitter. GE (NYSE:GE)  

is a diversified infrastructure, finance, and media company taking on the 

world’s toughest challenges.
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