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Executive summary

This white paper presents new, comparative research across 1,100 small
businesses in Australia, the UK, and the US. The research shows that
confidence among small businesses in Al usage correlates strongly with

improved revenue growth.

The current small business community is
fractured when it comes to using Al. Some

are embracing emerging and more complex Al
systems, while some are disillusioned with even
simpler tools. Our research identifies a critical
readiness gap that needs to be addressed

to secure competitive parity and unlock the
economic potential of the small business engine.

This gap is defined by a paradox. While a majority
of small businesses are confident (65%)* and
believe Al will be central to their future (65%)2,
the majority (63%) currently report that if Al
disappeared today, it would have no impact on
their business.4

e The reward: The gap exists even though
businesses who reported high confidence
in Al were more likely to have experienced
revenue gains’, establishing Al as an element
of competitive operations.

e The roadblocks: This hesitation is
driven by three concerns:

» Data privacy and security (38%)
o Accuracy and reliability (32%)

e The fear of Al replacing human
jobs (32%)?

The solution: A three-pillar approach

To bridge this gap, small businesses need to
transition from broad optimism to focused,
actionable strategies to implement Al. Success
in doing so requires mindful action, not blanket
adoption, grounded in a practical three-pillar
approach that validates the value of every small,
intentional step:

1. Mindset: Understanding and embracing a
probabilistic mindset to conquer the internal
inertia that keeps solutions being only good
enough.

2. Action: Implementing a strategic audit to
reclaim high-value time, increase efficiency,
and become more competitive.

3. Environment: De-risking Al adoption through
trusted partnership and government policy
certainty, directly addressing external fears
to secure the necessary environment for a
human-Al partnership.

The ultimate goal of this approach is to stack the
odds of success in favour of the small business
by addressing the fundamental tension inherent
to most: the uncomfortable trade-off between
daily operations and long-term strategy. By
transforming the time reclaimed from low-value
tasks into space for essential human skills such
as leadership, creativity, and complex problem-
solving, small businesses can focus on the long-
term growth of the business.
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Al optimism: The foundation
for growth

— GG .
The outlook on Al is one of necessity and hope. Conscious adoption is
where the strategic value lies. | leverage Al to make the lonely
CEO-time less isolated, using it as a positive and supportive sounding
board for marketing conundrums. This optimism stems from the

immediate support and clarity Al provides, turning overwhelming
strategic challenges into manageable, uplifting tasks.

Seonaid Royall
Founder and CEO of Sprout Up, London, UK

.

The foundation for growth

The pressure to modernise is high, but the path Confident using Al in
forward is often complex, costly, and perceived their business?

as risky. However, the small business community

is moving past the point of skepticism and

approaching Al with a pragmatic sense of curiosity,

even confidence. Xero’s research of small

businesses across Australia, the UK, and the US AUS

reveals Al adoption as an indicator of businesses

competitiveness. 56%

A growing sense of confidence

Across the three regions, roughly half of all small
business owners (55%) report being somewhat or
very confident about using Al in their business.

This sense of confidence isn’t evenly distributed; UK
it’s concentrated among the businesses that are

larger and newer: 58%

« Confidence nearly doubles with business size,
surging from 51% for non-employing businesses
to 88% for those with over 20 employees.

« Newer businesses (less than a year old) report
72% confidence, sharply contrasting with just
34% for businesses operating over 20 years.

This high confidence is rooted in a shared outlook
for the future. Just under two-thirds (65%) of small
businesses across the total sample believe that

Al will be important or central to their operations
within the next two years.2
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Those who are open to engagement?

AUS

67%

The disconnect between potential
and reality

While this pervasive optimism suggests a market
primed for Al, a crucial disconnect exists. Small
businesses are defined by two dominant attitudes
- excited and optimistic (26%) and cautious but
curious (36%) - meaning that 62% are open to
engagement. This enthusiasm for new accessible
Al tools stands in stark contrast to the slow, often

reluctant, adoption of prior complex technologies.

Small businesses have historically been

hesitant to embrace complex, large-scale

digital transformation initiatives as reported by
McKinsey, such as Enterprise Resource Planning
(ERP) as per this OECD report or full-stack cloud
system migrations. The resistance was primarily
driven by high upfront costs, long implementation
times, complexity, and uncertain ROI.

USA

58%

In contrast, Xero’s research shows that the
conversation is transitioning from a risk-averse
mindset to a more proactive one, with businesses
recognising Al as an accessible tool for growth,
not as a disruptive threat. However, this optimism
in Al’s future potential is not yet reflected in its
current usage. The reality of the readiness gap is
sharp:

» Collectively, 38% of small businesses hold
less positive views, describing themselves as
anxious, skeptical, or indifferent.

e Most strikingly, the majority (563%) of small
businesses across the three markets indicate
that if Al suddenly disappeared, it would have
no impact on their business.

If Al suddenly disappeared it would have no impact*

AUS

54%
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The Al advantage: Tangible
gains and revenue growth

— kb

Destynee Turner

.

The most valuable asset Al gives me is time. Everythingldo
revolves around saving time, and as a busy solo owner who is also
in school and running a family, Al is an absolute lifesaver.

I can confidently say I reclaim a good six to eight hours a week
justin my core business operations.

Owner of The Optical Experience, Florida, US

While the market is still developing its daily
reliance on Al, the data confirms a powerful internal
connection: businesses with higher Al engagement
were more likely to grow their revenue. This section
of the research connects current adoption trends
directly to measurable bottom-line benefits,
validating Al as a tool for competitive advantage.

Adoption is driven by writing-based tasks

Across all small businesses surveyed, 44% report
using Al at least weekly, demonstrating a solid
foundation of engagement. Initial adoption is heavily
focused on tasks with low barriers and immediate
creative returns.

« Marketing and content creation is the current top
use case, with 25% weekly usage.

» Customer service and support is a close second,
with 24% weekly usage.

e Product and service development rounds out the
top three, with 20% weekly usage.

The future of adoption is shifting to include
strategic, data-centric functions.

» Bookkeeping and accounting sees current
weekly use of 19% but is likely to increase
in the next six months, with 30% seeing the
opportunity.

« Marketing and content creation is a use case
likely to increase in the next 6 months, with
39% seeing the opportunity.

33—

Using Al at least weekly®

AUS

45%

UK

44%

USA

42%
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Top uses of Al in small businesses, currently

Marketing and
Content Creation

25%
25%
26%

24%

Customer Service
and Support

Product and Service
Development

20%
17%
21%
22%

23%

24%
21%
26%

Top potential uses of Al in small
businesses, next 6 months®

Bookkeeping and
Accounting

Marketing and
Content Creation

Customer Service

and Support 22%

o Customer service and support is a use case
likely to increase in the next 6 months, with
27% seeing the opportunity.

These figures highlight the growing intent to
integrate Al into broader mission-critical financial
and operational health.

Adoption is driving growth

While the profitability of Al has been called into
question, most notably by an MIT STUDY that
found 95% of organisations get zero return on Al
investment, there are promising indications that

it does in fact drive positive growth. Our research
found that small businesses that have integrated
Al are realising financial benefits. The data shows
a clear relationship between confidence, adoption,
and revenue growth over the past year:

e Revenue growth potential: Across countries,
20% of respondents saw an increase (on
average, 18% growth) in revenue in the past
12 months. Overall, this figure is highest

30%
31%
33%
26%

39%

34%
38%

27%
29%

29%

46%

Total
Australia
United Kingdom

United States

(23%) among businesses that are excited and
optimistic about Al.

e The adoption advantage: Among the cohort
of small businesses that experienced revenue
growth, 55% reported using Al at least
weekly—a rate significantly higher than the
average use of 44% for the total sample.
Furthermore, those who use Al daily were twice
as likely to see a revenue increase compared to
those who never use it (for example, 28% vs.

12%).

¢ Business confidence: 24% of those who said
they were very confident about Al use had an
increase in revenue in the past year.
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Share of those excited and optimistic about Al that had an
increase in revenue’

‘
26%

Share of those very confident about Al use that had an
increase in revenue

26%

These findings indicate that Al is a tool used by

businesses that are more likely to achieve growth.

Broader productivity gains

Beyond having direct financial implications, Al
is improving the quality of work and efficiency
across the board. This finding is supported by
international research. The OECD suggests that
generative Al can bring significant productivity
gains: individuals using it in tasks like customer
support and software development have seen
average gains ranging from 5% to over 25%.

The research indicates that small businesses
experience productivity benefits from Al, which
centre on augmenting human output and
streamlining processes.

e Generating ideas is the most commonly cited
benefit, reported by 30% of the total sample.
This benefit is impactful because it enhances
creative capacity and helps businesses break
through ideation barriers.

Making communications more professional
is the second most frequently reported
benefit, cited by 21%, which improves brand
consistency and the quality of external
presentation.

Making starting tasks easier, cited by 19% of
the sample, helps to reduce friction and allows
owners to overcome the initial mental hurdle of
complex projects.

Helping to improve processes, also reported
by 19%, drives incremental internal efficiency
and operational refinement.

Al FOR SMALL BUSINESS: WHITE PAPER
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Generating
Ideas

Making
Communications
More Professional

Making Starting
Tasks Easier

Helping to Improve
Processes

Top productivity benefits®

30%
31%
27%

21%
25%
17%
20%
19%
20%
17%
20%
19%
20%
15%
22%

31%

Total
Australia
United Kingdom

United States
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The readiness gap: External
fears and internal inertia

While the promise of Al adoption is clear, a
complex readiness gap persists, driven by genuine
concerns and ingrained operational mindsets.
This gap represents a measurable opportunity
cost: the lost revenue potential for the majority of
small businesses who are not yet utilising Al daily.
This reality is not a signal of rejection; it reflects

a community looking for practical, trustworthy,
and simple pathways to integrate a complex
technology.

The primary barriers can be separated into two
categories: external concerns (relating to trust and
risk) and internal mindsets (relating to motivation
and prioritisation).

The external trust and risk barriers

Small business owners are highly aligned on the
fundamental external risks that prevent them from
fully embracing Al. These concerns centre on trust,
reliability, and human impact.

o Data privacy and security is the top concern

across all three markets, stalling adoption in
critical financial and customer-facing functions;
it’s cited by 38% of the total sample.

e The accuracy and reliability of Al-generated

output comes next, cited by 32%. This doubt,
which is a barrier to quality, stems from the
fear that Al outputs will not be consistently
reliable, undermining confidence.

e The fear that Al will replace human jobs is the

next concern, cited by 32%.

e Ethical concerns about Al were reported
by almost a quarter of all businesses (23%),
further highlighting the need for transparent
and responsible guidance.

— hk

Security is an understandable concern when it comes to
financial data. | wouldn’t export my sensitive datatoa
public platform like ChatGPT. | place my trust in established
enterprise systems such as Xero.

Alan Tse

Owner and co-founder of Altina Drinks,

Canberra, Australia

Job replacement is a cultural fear that impacts
employee and owner willingness to adopt and
scale Al tools, serving as a barrier to acceptance.
However, this apprehension should be viewed
through the lens of transformation. The World
Economic Forum predicts that structural labour-
market change will result in net job growth over
the next few years, creating more roles than it
displaces. This shifts the focus from displacement
to the necessity for reskilling in high-value human

X >

)9 ——
competencies, namely complex problem-solving,
analytical thinking, and creativity. Al tools become

the mechanism for freeing up the time to train and
practice these skills.

The overarching alignment on risk proves that
these are not localised fears but universal
roadblocks that must be overcome before scaling
adoption.

10
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Idon’t fear Al replacing jobs, | see it as an opportunity to redefine
our value. A good business shouldn’t be fearful and instead must
recognise their zone of genius, the complex problem-solving that Al
can’t replicate. By automating the nonsense, we free people to focus
on the high-value work that truly distinguishes us as a business.

Seonaid Royall
Founder and CEO of Sprout Up, London, UK

External concerns driving the readiness gap®

38%
Data Privacy 42%

and Security 37%
36%

32%

Accuracy and
L 35%
Reliability . ° Bl Total

Professional 29% Australia

32% [ united Kingdom

Al Will Replace 32% )
Humanrijobs 35% [0 united States

27%

23%
Ethical 25%

Concerns 21%
25%

The internal mindset barriers

Beyond external risks, many small businesses are e Lack of time is reported by 14% of businesses
held back by internal inertia, prioritisation, or a who say they don’t have time to research and
simple belief that change is unnecessary. These teach themselves how Al could help their
mindset barriers are often harder to address than business.

technical issues.

e Prioritisation is the most common internal
barrier with a quarter (256%) of the businesses
saying they have other priorities in their
business at the moment. This indicates that for
many, Al is still not viewed as mission-critical
when balanced against day-to-day demands.

e Inertia due to believing that the software
they currently use is good enough and doesn’t
need changing is reported by nearly one in
five (19%). This common inertia prevents
investment, even when clear efficiency gains
are available.

n Al FOR SMALL BUSINESS: WHITE PAPER
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Alan Tse

Canberra, Australia

Small business owners are stretched very thin, and for
many, adopting a new technology feels like adding another
burdensome task to an already overflowing plate.

Owner and co-founder of Altina Drinks,

Internal barriers driving the readiness gap™

Prioritisation

19%

Good enough 19%
software 18%
21%
14%
0,
Lack of time 2

M%
8%

This dual challenge - high security risks paired with
low urgency - underscores the need for a practical
pathway that de-risks adoption and clearly
integrates Al into existing workflows, not alongside

25%

25%

25%
26%

Bl otal

Australia

United Kingdom

United States

them. Encouragingly, almost a third (29%) of
businesses reported seeing no specific barriers to
increasing their Al adoption, representing a low-
friction opportunity for immediate growth

No barriers to increasing Al adoption

24% 29%

12
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Closing the readiness gap:
A three-pillar approac

The research identifies an Al readiness gap on
the path to adoption, rooted in internal inertia
and complex external fears. For many small
businesses, this presents an ongoing opportunity
cost: the measurable loss of potential growth
(increased revenue, reclaimed strategic time,
higher efficiency, and greater competitiveness)
defined by the perception that the trade-offs of
the status quo are still good enough.

Closing this gap requires a fundamental shift to
viewing Al, not as a disruptive anomaly, but as a
smart, practical toolset designed to unlock new
capabilities. Businesses can also benefit from
adopting a probabilistic mindset - a new way

of thinking that helps them test, measure, and
deliberately stack the odds of success in their
favour.

This shift is realised through three pillars:

1. The mindset shift: Meeting in the world of
probabilities

2. Taking action: Strategic auditing to pinpoint
the drains on your time

3. Securing the environment: Stacking the odds
for success by de-risking Al adoption

The mindset shift: Meeting in the
world of probabilities
This foundational pillar provides the intellectual

framing to help overcome the barriers of inertia,
skepticism, and the good enough mentality. The

journey begins by reframing Al not as a risk to
be avoided, but as a strategic decision designed
to tilt the odds of success in the small business
owner’s favour and make previously improbable
outcomes possible. The goal is to move beyond
anxiety to adopt a pragmatic, experimental
mindset, treating the application of technology
as a hypothesis to be tested, measured, and
continuously refined.

Why business is probabilistic

This is a shift from the deterministic mindset of
older technology, which operates on guaranteed
rules: if you input 1+1 into a calculator, it’s
guaranteed to equal 2. Traditional software

has taught us to expect this absolute certainty.
Generative Al, however, is different. It
simulates human responses, and its outputs
are probabilistic. This means it’s seeking the
most likely answer, not the absolute one. The
user needs to meet Al where it is, testing and
measuring as they go.

This probabilistic nature is more akin to
human-to-human interaction where intentions
are not always clear and language is not always
precise. Running a business is also inherently
probabilistic: success is never guaranteed, and
every strategic decision is about placing a bet.
Since Al means applying probabilistic tools in
probabilistic contexts, people need to adapt
their approach to the technology accordingly. As
Gartner suggests, generative Al is fundamentally
shifting how humans interact with machines.

— kb

Soon-Ee Cheah
EGM of Al Products, Xero

Al adoption is a strategic choice; you either want to take on an
operational load that wasn’t feasible hefore, or you want to do
less of something that you don’t enjoy doing.

13
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Challenging the status quo

For the 19% of small businesses who believe their
current software is good enough, value and trade-
offs are at an equilibrium. They accept a certain
level of inefficiency because the assumed level of
effort required to improve things is more than their
available resources or time. This inertia is often
underscored by believing current methods are
probably good enough or they haven’t failed them
yet.

A way to challenge this inertia is to re-evaluate the
assumptions that underpin the decision to stick

Common assumptions

with the status quo. Whether businesses know it or
not, new technological capabilities often change
those underlying assumptions. In other words, it
may now be possible to use these new capabilities
to make improvements that better fit their
available resources.

Assumption: Generating unique, brand-aligned marketing copy takes a significant time

investment.

Al reality: Al tools can now generate a first draft of content in minutes, saving some of the initial
writing time and allowing more time to focus on its strategic function and refining it.

Assumption: Running complex cash flow projections requires constant, repetitive data entry and

manual manipulation within accounting systems.

Al reality: Specialised financial Al uses existing, clean data in accounting software to
automatically model future scenarios, reducing the manual data analysis time by hours and
making robust, frequent planning immediately accessible.

Assumption: The time needed to consistently chase late payments and ensure cash flow health

outweighs the benefit of automating these tasks

Al reality: Integrated Al tools can automatically generate, send, and follow up on customer quotes
and invoices, significantly reducing the time spent on Accounts Receivable and accelerating cash

conversion.

Assumption: Business data is locked away in spreadsheets and is too time-consuming to analyse

for trends.

Al reality: Al-powered dashboards can now surface high-value, actionable insights from raw data
automatically. This allows the owner to focus on strategic responses to those insights rather than

spending time manipulating data.

How to challenge assumptions about Al

Action: A small business owner could list the
three biggest assumptions holding them back from
changing how they currently operate, then check if
Al has broken those assumptions.

Al is a powerful assistant and collaborator, not a
replacement for human insight, fact-checking, and
unique perspective. Human oversight is and will
always be a fundamental part of the process.

14
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Cultivating an experimental mindset
hypothesis to be tested, providing a safe mental

The mindset required for Al adoption is not ) .
process to work through any anxiety or skepticism.

blind optimism, but a balance of curiosity and
skepticism. This experimental approach enables
the business owner to treat technology as a

— kb *

My guidance to any small business owner is simple: Don’t he
afraid, just use it. This is a tool designed to take theimmense
burden off the owner who is constantly inundated with working

Action: Adopt the mindset of a scientist. Test,
measure, and be open to the data’s findings.

in their business rather than onit - Al takes that load off.

Destynee Turner

Owner of The Optical Experience, Florida, US

Taking action: Strategic auditing
to pinpoint the drains on
your time

This pillar translates the new mindset into an
actionable investment strategy, providing the
economic imperative for adoption. The objective is
to use Al to shrink the effort dedicated to routine
operations, thereby closing the efficiency gap and
freeing up the owner to focus on more strategic,
growth-focused activities that help the business
succeed and stay competitive.

Know yourself, know your business

Success in technology adoption must be grounded
in reality, with the process starting internally.
Small businesses should first map their core
business processes to pinpoint the largest

drains on strategic time. This know-yourself
approach ensures investment is driven by a
genuine operational need, not just market noise.
A strategic audit is the necessary next step after
acknowledging that things probably could be
better.

Action: Start by mapping core processes to
identify the top three tasks that are the largest
drain on time.

Common time drains and how Al can help

« Drafting internal communications: Using Al
to generate structured meeting summaries
or first-draft standard policy updates for
staff allows managers to focus on review and
context.

33—

Forecasting and financial insights: Utilising Al-
powered features to predict future cash flow or
model financial scenarios, transforms complex
planning from a time-intensive exercise into a
rapid, strategic decision-making tool.

o Summarising weekly operational data: Using Al
within business platforms to pull key insights
and flag anomalies from financial or sales
reports reduces the time spent on manual
reviews.

« Drafting quotes and sending invoices: Using
Al-enabled tools to generate, send, and follow
up on customer quotes and invoices, especially
drafting engaging email subject lines and
content, can help support cash flow.

» Data entry and categorisation: Using Al
features to categorise expenses, reconcile
transactions, or process documents eliminates
manual, repetitive back-office toil and reduces
data entry errors.

15
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Alan Tse

Canberra, Australia

Identify the most repetitive task - the kind that is so monotonous,
you could do it in your sleep. Start by automating that. | see
many entrepreneurs aiming for the shoot-for-the-moon solution,
but there are many simpler prompts and simpler tasks that Al
technology can help with, delivering incremental improvement
that will compound over time.

Owner and co-founder of Altina Drinks,

Making the improbable, probable

Applying probabilistic Al models to business
contexts can make the unthinkable a reality. Al is
able to take on a wide variety of operational tasks
at a scale that was previously impossible for a
business. Over time, incremental gains compound
to deliver significant strategic value.

This helps to challenge the notion that human
worth can be reduced simply to their output or
tasks completed. When Al automates routine

toil, the business owner is free to focus on their
true value: the unique human skills that can’t be
replicated. They can prioritise leadership, complex
problem-solving, and creativity. This reframing
helps address the fear that Al will replace human
jobs

Action: Identify operational loads that were
previously in the too-hard basket (for example,
constant cash flow projections) and use Al to make
them more feasible.

o Summarising weekly operational data: Using Al
within business platforms to pull key insights
and flag anomalies from financial or sales
reports reduces the time spent on manual
reviews.

)3 —

« Drafting quotes and sending invoices: Using
Al-enabled tools to generate, send, and follow
up on customer quotes and invoices, especially
drafting engaging email subject lines and
content, can help support cash flow.

« Data entry and categorisation: Using Al features
to categorise expenses, reconcile transactions,
or process documents eliminates manual,
repetitive back-office toil and reduces data
entry errors.

Reclaiming strategic time

Small businesses face an inherent conflict: the
essential task of running the business efficiently
(operations) directly competes with the vital goal
of growing the business (strategy). This dynamic
is precisely why many small businesses find
themselves trapped in the daily grind, hindering
their ability to look up from the day-to-day and
plan strategically.

— kb

Soon-Ee Cheah
EGM of Al Products, Xero

The higgest difference hetween a small business and a big business
is the fact that in a small business, the person that does strategy
does operations. There is a very uncomfortable trade-off hetween
running the business and growing the business.

16
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Investment needs to be focused on tools where

the return on investment (ROI) is measured not
just in dollars saved, but in minutes of high-

value strategic time earned. Research from the
McKinsey Global Institute reports that as routine
manual tasks are automated, the demand for social

and emotional skills (like leadership, negotiation,
and entrepreneurship) will rise significantly.

Action: Focus investment on tools where the ROI
is measured in minutes of high-value strategic time
earned, not just cost savings.

Examples of strategic time earned among
Xero small business customers

Small business owner Task automated Time saved Strategic time earned
Alan Tse (Altina Drinks) Sales prospecting 2 hours More time for
research a week sales outreach
Destynee Turner Social media content 8 hours Greater focus on
(The Optical Experience) calendar a week brand strategy
Seonaid Royall Strategic sparring 5 hours Confident and timely
(Sprout Up) partner a week decision making

Al as an adjective

To move past the hurdle of seeing Al as “just
another piece of software”, small businesses
should stop viewing it as a standalone entity (“the
Al”) and start seeing it as an extension of existing
software capabilities - an integrated layer within
the platforms they already access. This reframing

removes the mental barrier to learning a new thing,
instead focusing on the improved function.

Action: Frame new Al adoption as an improved
function (for example, “The process for cash flow
forecasting is now artificially intelligent), not a
new tool to be learned.

1

James Bergin

We should talk about Al as an adjective, not a noun, hecause
Aliis not so much aninnovation in and of itself;
it’s more a catalyst for ongoing innovation.

EGM Technology Research and Advocacy, Xero

The innovation catalyst

Al itself is not an innovation; but it’s a catalyst
for ongoing innovation in areas like business
processes, customer engagement, and profit
modelling. By integrating Al, the small business
owner accelerates the speed and type of
innovation they can achieve, directly enhancing
competitiveness.

17
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Securing the environment: Building a trusted Al adoption network
Stacking the odds for success by Generative Al requires human verification and
de-risking Al adoption contextualisation, especially in complex areas like
finance and tax. A trusted advisor (accountant,
bookkeeper, or business mentor) is the crucial link,
providing a layer of human oversight and helping
business owners interpret probabilistic outputs.

This final pillar addresses the external concerns

of data privacy, security, and job displacement. It
focuses on the macro environment, arguing that
stacking the odds in one’s favour requires de-risking

adoption through trusted partnerships, policy Agt?on: Fir.1d a trusFed advisor or accountant.
certainty, and strategic planning. The goal is to set Utilise their expertise to help vet new technology
the external environment up for successful adoption. - and evaluate existing providers that already have
Al-embedded for enhanced contextual experiences
Shifting the burden to the vendor - within the context of a specific industry and

, . . financial situation.
It’s not about trusting an Al tool; the inexact nature

of generative Al means its outputs need human Advocating for the safe harbour principle
oversight. Instead, small businesses must be able
to trust the organisation that is utilising these
capabilities responsibly.

To scale safe automation globally, governments
must put pro-innovation guardrails in place that
enable, rather than restrict, intelligent automation.

In turn, the technology industry needs to be actively ~ The biggest policy need is clarity on where liability

designing for that trust, making Al a transparent for low-risk, rules-based automation sits: does it lie
companion built on the understanding that with dlgltal service providers like Xero, with small
human oversight is expected and required; control businesses or with their advisors?

systems can significantly mitigate common risks
like ‘hallucinations’ and support accuracy, but the
ultimate assurance lies in the human in the loop.
Adhering to robust data use commitments and

Al product principles shifts the burden of ethical
governance and security from the user to the
platform provider.

Today, outdated legislation treats even simple
preparation or support features as regulated
advice, creating uncertainty that limits what can
safely be automated. Creating a safe harbour for
low-risk automation would require modernising
these rules, and clarifying responsibility. This
would remove barriers to efficiency while ensuring

Action: Shift the burden of trust away from Al and accountability remains where human judgement

onto the vendor. Focus due diligence on their track is required. Clarity about liability is the practical

record for security, ethical governance, and clear precondition for safe automation at scale.

Al product principles, confirming they are actively Action: Get clear on the repetitive, low-value tasks

building partnered trust with human oversight. Ask that hold the business back. Talk openly with

them: advisors or peers about the kinds of automation

o What human oversight and quality checks do that would make the biggest difference. The more
they have built-in before a feature is released? consistently small businesses share where time

« Can the user easily opt out or override Al- is lost, the easier it becomes for governments to
generated suggestions? understand what practical change looks like.

e What are their responsible data commitments?

— b ~
De-risking Al adoption requires a policy framework where
governments put pro-innovation guardrails in place, but this
must involve reforming outdated automation rules, specifically

removing legal and regulatory barriers that limit the scope of safe
automation we can deliver for lower-value, routine tasks.

Grace Gown
Head of Global Public Policy, Xero
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Government leadership and incentives

Governments play a critical role in encouraging
broader uptake by both leading through example
and reforming outdated incentive structures. When
government agencies adopt digital tools and Al, it
can create a virtuous cycle that builds trust and sets
expectations for small businesses.

To sustain this cycle, governments must urgently
address the incentives gap, recognising that
financial constraints are a leading barrier to digital
technology adoption among small and medium
businesses.

This requires a policy shift from focusing incentives
on hardware (CapEx) - where existing government
support often favours capital investments over
software subscriptions - to also including support

for modern technology like SaaS (OpEx), which is
critical for Al adoption. While tax incentives have
been shown to help rapidly drive behaviour change
given the immediate relief they can provide, the
form of the incentive (for example, deduction, rate
change, or tax credit) should be tailored to the
individual needs of each market.

Action: Consult with an advisor to take advantage
of existing government incentives, ensuring the
small business receives the benefit of any tax
deductions or credits for software and subscription
costs available in its local market.

Xero is focused on ensuring small businesses are
adequately supported and equipped with the right
digital tools in order to drive the entire digital
small business ecosystem forward.

— kb

Government incentive programmes must evolve to address the
cost and time barriers by complementing hardware incentives
with support for software adoption.

Grace Gown

Head of Global Public Policy, Xero

Prioritising adoption by risk profile

A one-dimensional business builds fragility into
its operating model, particularly if it conditions
customers to value only low prices. This risk is
highest in businesses with less frequent customer
touch points, where the relational aspect is lower,
and price sensitivity is high. Al adoption urgency
is determined by this risk; high-cost, infrequent
interaction sectors are the most vulnerable

and must quickly build Al efficiencies to remain
competitive.

)
—

Action: Determine the business’s risk profile based
on the fragility model. Assess whether the business
is high-cost/low-touch (vulnerable) or low-cost/
high-touch (stable). Prioritise Al implementation
accordingly.
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Conclusion: Stacking the odds
of success in favour of the

small business

The decision to move from hesitation to action
starts with a shift in mindset. The evidence is clear:
artificial intelligence is not a fleeting trend, but a
driver of business growth for small businesses. The
World Economic Forum’s Future of Jobs Report
2025 found that 86% of employers expect Al to
transform their business by 2030. With the risk of a
widening Al divide, the urgency is undeniable. Early
adopters are pulling ahead, leaving others behind.

Closing this divide requires actively addressing

the readiness gap - the chasm between Al’s

proven potential and the market’s fear and inertia.
This is not an argument for broad, blanket Al
adoption; rather, it’s a call for strategic, mindful
implementation grounded in the principles outlined
in this white paper. Adoption can start small and
focus on compounding, incremental efficiency
gains, rather than expecting a single, massive
transformation.

The ultimate purpose of this approach is to stack
the odds of success in favour of small business,
securing future competitiveness through the human-
Al partnership. This can be achieved by transforming
the time reclaimed from low-value tasks into space
for essential human skills, such as leadership,
creativity, and complex problem-solving, that can’t

be automated. This is the strategic outcome that can

help to secure future success.

Small business path forward: First 30
days of Al implementation

By applying a pragmatic approach, small businesses
can confidently transition from hesitation to
informed action. This is achieved by first cultivating
a probabilistic mindset, pursuing a strategic

audit to reclaim high-value time, and securing the
environment through trusted partnership.

Here’s a clear, three-step action plan to guide your
initial 30 days of Al implementation:

1. Test a hypothesis (mindset): Start small.
Choose a specific, low-risk task (like drafting
a social media post) and set a simple success
metric (for example, “Must save 15 minutes”).
Treat the Al tool as a hypothesis to be tested,
measured, and refined if it fails the metric.

2. Audit one task (action): Focus your strategic
audit on a single, high-frequency, low-value
task (for example, summarising a weekly report
or categorising invoices). Use specialised Al to
automate 80% of that task, measuring the ROl in
minutes of strategic time earned.

3. Verify one vendor (environment): When
choosing a vendor, use the three essential
questions outlined above to shift the burden of
security and ethical governance. This minimises
the external risk and builds the necessary trust.

In fostering this intelligent evolution, Xero is acting
as a critical economic advocate; that’s uniquely
positioned to deliver the trusted platform and
expertise required. Xero’s own Al vision is designed
to facilitate this shift. It focuses on moving small
businesses:

e From scattered tools to reimagined experiences

e From manual busywork to automated actions
and workflows that are just done, with your
control

« From static reports to actionable insights that
move the needle

e From generic Al functionality to a trusted
solution built for you, with you

This commitment ensures we unlock the potential
of the small business economic engine globally.
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— k&

We’re moving from a world where we had to try and speak the
language of computers to one where computers are able to speak
the language of humans. This really is driving a fundamental
rethink of what’s possible.

James Bergin
EGM Technology Research and Advocacy, Xero
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About Xero

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. Xero’s 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. For further information, please

visit xero.com.

About the research

The research was conducted by One Picture via an online survey of 1,100 small
business owners or financial decision makers (300 in the UK, 500 in Australia,
and 300 in the United States) recruited via independent panels between 16 July
to 7 August 2025. Participants came from a range of industries and the data was
weighted by employee size to be as representative of each market as possible. All
markets were weighted to be equally represented when looking at the total.

Answer options shown in the report have been edited for readability and not all
options have been included. Any reference to years is from the time of fieldwork.
Where data-points refer to the same scale or answer option, footnote references
are used (once) in chart titles to indicate the question asked. Other than the
executive summary, where a footnote is referenced at the end of a sentence, there
is no corresponding chart.



https://www.xero.com/
http://xero.com

APPENDIX: SURVEY QUESTIONS

1 How confident are you in using Al for your business? Total sample: 1,100, Australia: 500, UK:
300, US: 300; Non-employing: 421, Over 20 employees: 319; Businesses under a year old: 42,
Businesses over 20 years old: 190.

2 Thinking about the next 2 years, how important do you believe Al will become to your
business operations? Total sample: 1,100.

3 Which of the following best reflects how you feel towards Al in general? Total sample: 1,100,
Australia: 500, UK: 300, US: 300.

4 If Al tools disappeared tomorrow, which best describes the impact that would have on how
your business operates? Total sample: 1,100, Australia: 500, UK: 300, US: 300.

5 Which best describes how often you utilise Al tools for the following parts of your business?
Total sample: 1,100, Australia: 500, UK: 300, US: 300; Those who have seen an increase in
revenue - Total: 338.

6 Over the next 6 months which of the following areas, if any, could your business potentially
utilise Al tools? Total sample: 1,100, Australia: 500, UK: 300, US: 300.

7 Thinking about this time last year, how has your business’s revenue changed? Total sample:
1,100; Excited and optimistic - Total: 449, Australia: 221, UK: 120, US: 108; Those who are very
confident using Al - Total: 310, Australia: 140, UK: 87, US: 83. Those who use Al daily: 426; Those
who never use Al: 241.

8 Thinking about how Al has changed your business processes, which of the following benefits
has your business experienced from using Al? Total sample: 1,100, Australia: 500, UK: 300,
US: 300.

9 Which of the following concerns do you have about using Al? Total sample: 1,100, Australia:

500, UK: 300, US: 300.

10 Which of the following, if any, best describe what is holding you back from implementing any
or more Al in your business? Total sample: 1,100, Australia: 500, UK: 300, US: 300.
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The tables below show data for questions where respondents
could choose more than one answer option

Uses of Al in small businesses (weekly), currently?®

Total United United .
sample Kingdom States Australia

Marketing and content creation 25% 26% 24% 25%
Customer service and support 24% 21% 26% 23%

Product and service development 20% 21% 22% 17%
Bookkeeping and accounting 19% 20% 18% 18%

Financial planning and analysis 17% 18% 18% 16%
Inventory management and supply chain 16% 14% 18% 15%
Hiring and human resources 9% 1% 9% 6%

Something else 18% 20% 19% 17%
% use weekly 44% 44% 42% 45%

Potential uses of Al in small businesses, next 6 months®
Total United United .
Column % sample Kingdom States Australia

Marketing and content creation 39% 34% 38% 46%
Bookkeeping and accounting 30% 33% 26% 31%

Customer service and support 27% 22% 29% 29%

Financial planning and analysis 26% 23% 27% 27%

Product and service development 24% 23% 23% 26%
Inventory management and supply chain 16% 12% 17% 17%
Hiring and human resources 8% 6% 8% 8%

Something else (please tell me) 3% 2% 2% 4%

I don’t plan to use Al 23% 25% 23% 22%
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Productivity benefits?

Total United United

Column % sample Kingdom States Australia

Helped generate ideas 30% 27% 31% 31%

Made communications more professional 21% 17% 20% 25%

Helped to make starting tasks easier 19% 17% 20% 20%

Helped improve process 19% 15% 22% 20%

Helped with manual tasks 18% 15% 22% 18%

Freed-up time to work on higher-value tasks 16% 12% 18% 17%

Given me more free time away from work 14% 14% 1% 17%

Helped business growth 13% 13% 13% 1%

Helped me better manage my business finances 12% 10% 12% 14%

Helped me better understand the processes in my business 9% 8% 9% 9%

Helped reduce the number of staff | need 5% 5% 4% 6%

Helped me address labour shortages 4% 5% 4% 3%

Something else (please tell me) 2% 3% 2% 2%

Had no impact / I don’t use Al in my business processes 42% 43% 43% 39%

External concerns driving the readiness gap®
Total United United .
Column % sample Kingdom States Australia

I’m concerned about data privacy and security 38% 37% 36% 42%

I’m concerned about the accuracy and reliability of Al 39% 30% 20% 35%
generated output

I’m concerned Al will replace human jobs 32% 35% 27% 32%

I’m concerned about the ethical impact of Al 23% 21% 25% 25%

I’m concerned about the cost to buy Al tools 16% 17% 16% 15%

I’m concerned Al will negatively impact the economy 12% 10% 12% 13%

I’'m concerned about Al’s impact on the environment 12% 14% 10% 12%

I’m concerned about the cost/cha}lenge of integrating Al 10% 6% 13% 19%
with my current systems

Something else (please tell me) 3% 4% 3% 3%

I have no concerns 16% 15% 17% 16%
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Internal barriers driving the readiness gap'°

Total United United A i
Column % sample Kingdom States ustralia
Nothing is holding me back 29% 34% 29% 24%
| have other priorities in my business right now 25% 25% 26% 25%
The software | currently use is good enou’gh for my negds 19% 18% 1% 19%
and doesn’t need changing
I don’t have time to research and teach 14% 1% 8% 039
myself how Al could help my business 0 0 0 °
Al tools are too technical or not built for my business 14% 16% 13% 12%
The risks outweigh t'he poFentlal ber.leﬁts 13% 1% 16% 19%
of using Al in my business
I don’t want to risk implementing the . ) o o
wrong Al tool for my business 12% % 12% 13%
I don’t know where to get good information 0 0 o o
about how to use Al in my business % 5% Ly 15%
| find comparing different Al-powered . . . .
software options is confusing 10% 9% 8% 13%
I’'ve already invested in software and can’t afford to
8% 9% 9% 7%

switch to a new Al-powered tool or process
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