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The latest Xero Small Business Insights (XSBI) data for the UK shows small business owners had a mixed December 
quarter. Sales grew 3.2% year-on-year (y/y), down from 5.0% y/y in the September quarter. Jobs grew 1.7% y/y, up from 
1.3% y/y in the September quarter. The best news for the quarter was that small business owners are getting paid faster 
than at any time since this series began, at 29.0 days in the December quarter. Nevertheless, there is more work to do to 
improve payment practices, with small businesses still being paid an average of 8.0 days late. Overall, UK small business 
performance held up reasonably well in 2025, considering the significant national and international headwinds, but sales 
and jobs performance are still well below average. In early 2026, owners will be looking for evidence that last year's cuts 
in the official bank rate are starting to flow through to their sales.  

Sales in small businesses grew 3.2% year-on-year (y/y) in the December quarter, the smallest rise since the 
March quarter 2024. Despite the softer quarterly result, the overall sales picture improved a little from last quarter, 
with upward revisions to September quarter results - to 5.0% y/y, from 3.1% y/y initially reported. Most of the weakness 
in sales in the December quarter was in the month of November, when sales grew only 1.1% y/y. Both October (+4.4% 
y/y) and December (+4.0% y/y) had better outcomes. For all of 2025, sales grew 4.7% y/y, similar to the 4.4% y/y result 
for 2024 and below the long-term average of 8.6% y/y for this series. 

The sales performance wasn't uniform, with some industries and regions performing better than others. Health 
care (+5.3% y/y), professional services (+5.3% y/y) and construction (+4.8% y/y) were the best performing industries in 
the most recent quarter. The two industries where the December quarter is so critical - retail trade (-0.7% y/y) and 
hospitality (+0.7% y/y) - were the two worst performing industries. Both of these sectors had a solid September 
quarter, with sales growing more than 5%, but were unable to sustain this in the crucial final three months of the year. 
The regional quarterly sales results were more uniform, ranging from Yorkshire & the Humber (+4.1% y/y) and the 
South East (+3.9% y/y) down to Scotland (+2.5% y/y) and the North West (+2.5% y/y).  

   

A mixed end to the year for small businesses
Average results for three months to December 2025

Sales 
+3.2% y/y

Jobs 
+1.7% y/y

Time to be paid
29.0 days

Wages
+2.7% y/y

Late payments
8.0 days



Labour market indicators were mixed in the December quarter - jobs growth picked up a little and wages 
growth slowed slightly. Jobs in small businesses grew 1.7% year-on-year (y/y) in the December quarter, after a 
1.3% y/y rise in the September quarter. The monthly pattern shows that jobs growth gradually picked up across 
the quarter. Rising 1.6% y/y in October, 1.7% y/y in November and 1.9% y/y in December. Over the whole year jobs 
grew 1.8% y/y, slightly slower than the 2.5% y/y recorded in 2024 and below the long-term average of 3.4% y/y.  

The largest jobs rises in the quarter were seen in retail trade (+3.8% y/y), possibly reflecting expectations that the 
Christmas trading period could be busy. There are still two sectors employing fewer people than a year ago - 
information media & telecommunications (-0.1% y/y) and administrative services (-1.4% y/y). The best region for 
jobs growth in the December quarter was the East Midlands (+3.6% y/y), followed by the North East (+2.7% y/y). 
West Midlands (-1.4% y/y) has fewer people working in small businesses than a year ago and Wales (+0.3% y/y) has 
only very slightly more.   

Wages in small businesses grew 2.7% year-on-year (y/y) in the December quarter, after a 3.0% y/y rise in the 
September quarter. The monthly pattern shows that wages growth gradually slowed during the quarter. Rising 
2.9% y/y in October, 2.7% y/y in November and 2.4% y/y in December. Over the whole year wages grew 2.9% y/y, 
slightly slower than the 3.3% y/y recorded in 2024 and below the long-term average of 3.2% y/y.  

Across industries, wage gains were reasonably uniform with most above 2.5% y/y in the December quarter. The 
largest rises were in hospitality (+3.6% y/y), other services (+3.3% y/y) and arts & recreation (+3.2% y/y). The 
smallest increases were in administrative services (+2.0% y/y) and real estate (+2.0% y/y). 



UK small business owners are getting paid in record quick time. The December quarter result, of 29.0 days, was 
the fastest average time a small business waited to be paid since this series began (in Jan 2017) and rounded out 
what has been a solid year of improvement in this area. The time to be paid metric has been under 30 days for the 
past 14 months. The month of December was even better at 28.2 days - a full 1.2 days quicker than November and 
October. For context, the average time to be paid in 2024 was 29.9 days and the long-term average for this series is 
31.2 days. 

Before getting too excited, it's worth remembering that on average small businesses are still being paid late - 
8.0 days late in the December quarter and 8.4 days over the whole of 2025. This latest outcome is a near-record low 
result for this series, but it also highlights that there is still work to do to achieve on-time payments to small 
businesses and to get the average late payment measure down to 0. 

The national improvement hides the fact that there is considerable variation in payment results across 
industries. The industry that is the closest to 'on time' is hospitality, where small businesses were paid on average 
4.7 days late in the December quarter. This means small businesses in this industry need to plan their cash flow to 
allow for the fact that invoices will be paid about a working-week late. At the other end of the scale, arts & 
recreation (13.2 days), education & training (11.7 days), information media & telecommunications (11.2 days) and 
manufacturing (10.9 days) all have to plan for invoices being paid around two weeks late. 

 



Overall, while sales, jobs and wages growth remain soft by historical standards it is pleasing to see some gains 
being made in small businesses getting paid quicker. Small business owners can continue to build on these 
improvements by taking steps to improve their own payment results. This includes simple steps such as setting up 
automatic invoice payment reminders, adding a 'pay now' button to invoices and offering as many payment 
options as possible to customers. 

Looking ahead, 2026 is likely to be another mixed year for small business owners. The economy, and small 
business sales, are expected to keep growing but at a rate that is lower than historical averages. In its latest 
Monetary Policy Report, the Bank of England noted "Underlying GDP growth remains subdued, consistent with weak 
growth in potential supply and a small drag from past monetary tightening and uncertainty". While the Bank Rate 
was left unchanged at 3.75% at the February meeting, there is scope for further interest rate cuts later in the year if 
inflation continues to move back towards the central bank's target range.  

In these circumstances it's important that small business owners stay focused on the elements of their business 
that they can control. This includes keeping on top of late payments, doing what you can to attract customers to 
your business (and not your competitors) and focusing on productivity enhancing investments, such as digital 
tools, to help you run your business more effectively. 

https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-report/2026/february/monetary-policy-report-february-2026.pdf


Additional details about Xero Small Business Insights

Methodology
Changes were made to the XSBI methodology in 2025. This 
includes changing the definition used for a small business 
and the way we identify region-based businesses.
Full details of the methodology used to construct Xero Small 
Business Insights can be found here. 

Disclaimer
This report was prepared using Xero Small Business Insights 
data and publicly available data for the purpose of informing 
and developing policies to support small businesses.

This report includes and is in parts based on assumptions or 
estimates. It contains general information only and should 
not be taken as taxation, financial, investment or legal 
advice. Xero recommends that readers always obtain 
specific and detailed professional advice about any business 
decision.

The insights in this report were created from the data that 
was available as at the date it was extracted. Data used was 
anonymised and aggregated to ensure individual businesses 
cannot be identified.

About Xero
Xero is a global small business platform that helps 
customers supercharge their business by bringing together 
the most important small business tools, including 
accounting, payroll and payments — on one platform. Xeroʼs 
powerful platform helps customers automate routine tasks, 
get timely insights, and connects them with their data, their 
apps, and their accountant or bookkeeper so they can focus 
on what really matters. Trusted by millions of small 
businesses and accountants and bookkeepers globally, Xero 
makes life better for people in small business, their advisors, 
and communities around the world.

About Xero Small Business Insights 
The aim of Xero Small Business Insights is to create insights 
to help inform decision makers in support of the small 
business economy as a whole. The principal source of small 
business insights in this report is customer data from Xero - 
a small business platform that supports online accounting 
and a range of other applications. Xero is a responsible 
custodian of our customers' sensitive data and does not 
release any data that could identify individual businesses. 
The data used is aggregated and anonymised to ensure the 
privacy of Xero subscribers, and their counterparts.

As part of the program, we publish regular blogs and 
research notes and deep-dive Special Reports on specific 
small business topics. These can all be found at 
xero.com/xerosbi.

https://www.xero.com/resources/small-business-insights/methodology/
https://www.xero.com/
http://www.xero.com/xerosbi

