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Introduction 
Introduction by Colin Timmis,   
Xero South Africa Country Manager

After one of the most difficult periods on record, 
the spirit of optimism and ambition that has 
long defined South African businesses is on 
the rise again. Although there are undoubtedly 
more challenges ahead, it’s great to see small 
businesses preparing to take these on. 

I’m in awe of how small businesses have been 
fighting for survival and continue to remain 
optimistic as they face 2022. This resilience is 
what makes our business community so special. 
Our research shows they’ve been adopting new 
technology at unprecedented rates and turning 
to their accountants for business advice to 
support their recovery. 

But our small businesses economy won’t reach its 
full potential unless we all rally to support them. 
They will need support from big corporates, 
banks, tech firms, the government and others 
in the business community to empower them to 
do their part in rebooting the national economy. 

We need to work together to arm them with 
the tools they need to grow, and create a fairer 
trading environment - one that encourages the 
entrepreneurial spirit which is so strong here.

The latest tax stats from the South African 
Revenue Service (for fiscal year 2020/21) show 
that tax revenue collection was down a worrying 
7.8% compared to the previous year. This 
reinforces just how critical it is to lift up the 
small business community so that they can 
boost the economy and help close our tax gap. 

At Xero, we have had the incredible privilege 
of working with many of the country’s 
small businesses through this difficult time. 
We’re proud of the work we’ve done to make 
life a bit easier for small businesses and 
their accountants and we’ll be continuing 
to fight their corner this year. 

With appropriate cautiousness, it’s finally 
possible for small businesses to turn their 
eyes to growth, expansion, and opportunity 
once again, and that’s something I am truly 
grateful for. 

Colin Timmis

This is the fifth annual State of Small Business 
report by Xero. We go directly to the nation’s small 
businesses to hear first-hand about the challenges 
and opportunities they face and the support they 
need to thrive.

We’d like to thank everyone who contributed to 
this report, including Marc Rogatschnig, Clinical and 
Consulting Psychologist, Louis Janse van Rensburg, 
CEO at Heavy Chef SA, SAICA, Zero 123 and BDO 
and all the participants in our survey.
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SECTION 1:

Analysing the markers 
of a resilient business

Ukhamba Beerworx, Cape Town
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Analysing the markers 
of a resilient business
The small business sector employs approximately 80% of South Africa’s workforce, so it’s safe to 
say that the sector’s recovery is key to the broader economy’s health. Fortunately, the country’s 
SMEs have shown remarkable resilience in the face of the pandemic and the challenges associated 
with it. But what does “resilience” mean in today’s context, and how can we measure it?

Resilience is a business’s ability to withstand 
external and internal disruptions while 
continuing to meet its goals and deliver to 
customers. In the case of the pandemic, 
businesses of all shapes and sizes were hit 
with a major external disruption, and only 
those that demonstrated resilience were 
able to stay afloat. 

Today, businesses are doing more than just 
staying afloat; they’re starting to succeed again. 
According to our data, 62% reported growth 
over the last year, despite the challenges of 
operating through lockdowns and contending 
with global supply chain issues. 

Slowly but surely, business owners feel 
more optimistic about the future. A huge 
87% of respondents are confident about their 
businesses in 2022 – and 99% expect to survive 
the next five years, a world apart from earlier 
worst-case predictions. Further, over one in 
three businesses (34%) are planning to grow 
into new markets in the year ahead. 

However, we’re not in denial about the 
situation in South Africa. Almost two in five 
of the nation’s businesses (37%) reported 
stagnation or potential decline, which is an 
extremely alarming figure. And the national 
unemployment rate remains high at a record 
34.9%. There is still a long way to go. 

of small businesses expect 
to survive the next 5 years

99%
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SECTION 2:

Digital: a lifeline for 
small businesses 

Zero 123 accounting 
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Digital: a lifeline 
for small businesses  
Just as technology played a fundamental role in enabling small businesses to survive 
the pandemic, it will continue to form a vital part of their recovery. According to our data, 
two-thirds of business decision-makers say that technology has become more critical 
to their businesses since the pandemic began. 

30% of small businesses report that tech 
has enabled them to reach new customers 
or expand into new areas, and over a quarter 
have leveraged the latest software to 
improve their processes.

Impressive progress 
on tech skills 

In a world where technology is the foundation 
to success, having the right tech skills to use 
these tools is a must.

Last year, more than two-thirds of businesses 
(67%) struggled to find the right talent to 
execute their digital strategies. Fortunately, 
companies are investing in upskilling the 
employees they already have, and many 
have increased investment in tech skills.

Our data shows that 85% of SMEs have 
invested in tech and cloud training over the 
past year – a 35% increase over 2020.

This investment in upskilling teams is making 
a tangible difference. In 2020, two thirds (67%) 
of companies struggled to hire talent with the 
right skills. Today, 95% of businesses report 
that they are no longer struggling to find 
employees with the skills they need – a truly 
incredible turnaround. 

Going forward, 38% intend to continue their 
upskilling efforts in 2022. And over half (54%), 
plan on allocating training budgets to upskill 
their teams in technology use.

2020

2021

50% 

85% 

Number of small businesses 
investing in tech 

training for teams:
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“ Small businesses are doing a great job 
investing in their teams to close any tech 
knowledge gaps they have. This has been 
a critical factor in their ability to beat 
the odds and survive in such difficult 
circumstances. Investing in new technology 
is important, but making sure you have 
the expertise and skills to use it will be 
more important than ever in 2022.” 
 
Colin Timmis, Xero South Africa 
Country Manager

Technology: the key 
to ongoing growth
Cloud adoption continues to play a 
vital role in small business survival, and 
we’ve seen this accelerate even more 
during the pandemic. Half (51%) of 
businesses now use cloud technology.

Of those who have adopted cloud tech, 
30% say that it has enabled them to reach 
new customers, and over a quarter can 
point to improvements in their processes. 
Nearly a third (31%) have used it to simplify 
their financial processes, leaving them with 
less admin work. A further 28% say that 
cloud tech has improved their general 
business operations. 

However, there’s still a long way to go. 
One of the major factors holding businesses 
back from moving to the cloud is the 
perception that it’s costly or complicated. 
Of the 46% of SMEs that don’t use cloud 
technology, half listed cost as the main reason.

“ There is now technology out there which 
allows businesses to review their finances 
and cash flow in real-time from wherever they 
are, all they need is an internet connection. 
Using cloud accounting software in our 
practice allows us to better collaborate with 
our small business clients and give them 
transparency and control over their finances. 
It’s helping to free them from manual 
processes so they can focus on the future.”

 Nkhesani Kapena, Managing Director, 
Zero 123 accounting

OK
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SECTION 3:

Reality check: 
Challenges

Paul Cartmel, Founder of NML
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The challenges facing 
small businesses 
While business owners have done an impressive job under 
difficult circumstances, the challenges are far from over.

The top three issues that businesses are concerned about this year are:

Late payments

Late payments remain a threat – over a quarter of South African businesses 
are currently owed money in the form of late payments. These late payments 
typically run into the tens and hundreds of thousands of Rands. 

Covid-19 lockdowns85% 

Political and economic instability43% 

Crime, poverty and civil unrest39% 

of businesses that are owed 
money are waiting for over 
R100,000 in late payments

45%
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“ More needs to be done to reduce 
late payments. Our “Time to Rebuild” 
manifesto suggests a number of changes 
at the government level, including increasing 
the current R20,000 limit for claims to 
pass through the small claims court and 
the introduction of a bill that compels big 
businesses to release their payments data.” 

 Colin Timmis, Xero South Africa 
Country Manager

More government 
support needed

Other issues persist, like load shedding, 
which 65% of businesses described as 
one of their top challenges. 27% need greater 
support with moving their operations online, 
and two in five want assistance with marketing.

Most businesses believe that the government 
should do more for SMEs. Almost all businesses 
(94%) feel that the support available to them 
during the pandemic was insufficient. When 
asked about one of the government’s flagship 
policies, the loan guarantee scheme, three in 
five couldn’t say whether it was successful. 

Mental wellbeing

Over the past two years, every late payment, 
supply chain issue, and government decision 
has placed additional stress on the owners 
of small businesses. 

95% of decision-makers have experienced 
stress due to work. Of those who have 
experienced stress, 96% connect work stress 
directly to a negative impact on their mental 
health. Therefore, we must consider both 
the mental health consequences of the 
pandemic and the financial ones. 

Fortunately, the overwhelming majority of 
small businesses recognise its importance. 
94% said the mental health and wellbeing 
of employees is a top priority. Of that group 
74% have actively worked to destigmatise 
discussion of mental health. 

of late payments aren’t 
paid for two months

say some payments 
take four months

51% 

34% 
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Tips for protecting 
your mental health 
By Clinical and consulting psychologist Marc Rogatschnig 
Work can be stressful at the best of 
times – and the past couple of years 
have certainly not been the best of times. 
You can’t work if you’re not well, so it’s 
essential to take care of your physical 
and mental health.

1. Dedicate time to your wellbeing

Create space and focus on replenishing 
your emotional reservoirs. Consider setting 
a dedicated block of time aside every day 
to focus on doing something that brings 
you peace.

3. Maintain the human touch

Human beings are social creatures, and it’s 
important to surround yourself with real human 
support and engagement. Consider setting 
up opportunities to meet and socialise with 
co-workers outside of the workplace. This is 
especially vital for people working remotely.

2. Reset and reboot

Everyone, including business owners, needs 
to take a break from time to time. Be sure not 
to let allotted holiday time go to waste, even if 
you spend it on individual days of much-needed 

“me time” throughout the year. 

4. Be a mental health leader

Creating a healthy and supportive workplace 
is good for everyone. While even the best 
boss can’t directly improve employees’ 
mental health, they can create an environment 
where everyone feels comfortable discussing 
and caring for their wellbeing. It’s especially 
important for business owners to play their part, 
as employees look to them to set the tone. 
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SECTION 4:

Accountants: key 
strategic advisors 
to small businesses

Nkhesani Kapena, Managing Director at Zero 123 accounting 
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Accountants: 
key strategic advisors
While the world continues to evolve in unexpected ways, one finding persists across 
every year of the State of Small Business Report: accountants are a fundamental resource 
for small businesses, and they’re increasingly serving as trusted financial advisors.

49% of SMEs placed accountants as the 
key factor in their survival compared to 
just 3% who pointed to government support.

Over two-thirds (68%) believe accountants 
are the key to supporting economic 
growth in South Africa. This is the 
continuation of a multi-year trend of 
businesses looking beyond just bookkeeping 
tasks and leveraging their accountant’s 
support for management consulting 
and business-critical tasks. 

More than half (55%) of small businesses 
said accountants will need management 
consulting skills by 2025 to succeed. 
Other areas of expertise that businesses 
would like accountants to develop 
include investment consultancy (40%), 
online strategy (33%), and data science (11%).

of SMEs said their 
accountant helped 

them to survive

49%
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“One of the key areas small businesses need support from their accountants 
is with tax. The latest SARS tax stats show that tax revenue collection 
(for fiscal year 2020/21) was down a worrying 7.8% compared to the 
previous year. This shows just how critical it is to lift up the small business 
community so that they can boost the economy and help close our tax gap.” 

 Colin Timmis, Xero South Africa 
Country Manager

The areas small businesses believe should be improved to support accountants:

reduced red tape

27% 

more tax incentives

35% 

28% 
additional funding from the government

26% 

government-backed skills development
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Methodology 

About Xero 
Xero is a cloud-based accounting software 
platform for small businesses with over 3 
million subscribers globally. Through Xero, 
small business owners and their advisors have 
access to real-time financial data any time, 
anywhere and on any device. Xero offers an 
ecosystem of over 1,000 third-party apps 
and 300 plus connections to banks and other 
financial partners. For three consecutive 
years (2020-2022), Xero has been included 
in the Bloomberg Gender-Equality Index. 
In 2021, Xero was included in the Dow Jones 
Sustainability Index (DJSI), powered by 
the S&P Global Corporate Sustainability 
Assessment and in 2020, Xero was recognised 
by IDC MarketScape as a leader in its 
worldwide SaaS and cloud-enabled small 
business finance and accounting applications 
vendor assessment.

About World Wide Worx
The World Wide Worx research organisation 
conducts ground-breaking market research 
into how change is affecting business and 
society. World Wide Worx produces the most 
widely accepted statistics for Internet use in 
South Africa, and has conducted research 
across Africa since 2001, unravelling the 
complexities of operating on the continent. 
The research in this report was based on 
interviews with 401 small businesses.
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