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More than 5 million people in the UK 
currently run their own small business. 

While this army of freelancers, contractors, 
side hustlers, co-preneurs, solopreneurs and 
small company owners represent the lifeblood 
of the economy, they often do not receive the 
recognition - or support - that they deserve. 

For many small business owners, the reality 
of self-employment means battling to stay on 
top of vital admin, keep their cash flow healthy 
and chase late payers - all while attempting 
to maintain a good work-life balance. Many 
face the risk of burnout or putting their mental 
health in jeopardy as a result of the strain of 
running a business. Some business owners 
live from month to month, not knowing 
whether an unpaid invoice or problem client 
could severely threaten their livelihoods.

For many small business 
owners, the reality of self-
employment means battling 
to stay on top of vital admin, 
keep their cash flow healthy 
and chase late payers - all 
while attempting to maintain 
a good work-life balance.”
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On top of these challenges, the UK’s small business 
sector is also facing an unprecedented period of 
upheaval at the moment. New technology and legislation 
are having a significant impact on millions of small 
business owners, while ongoing economic uncertainty, 
the threat of automation and the looming shadow of 
Brexit are making the future increasingly unclear. 

In this challenging climate, we wanted to find out exactly 
what small business owners think about the current 
economic climate and the legal issues facing them. What 
does self-employment really look like in 2019? And what 
do today’s small business owners think will help them 
overcome these challenges?

We asked more than 1,000 small business owners for 
their views on some of the big issues they currently 
face. Their responses show the clear need for a change 
of strategy in the small business sector in order to help 
these businesses survive and thrive.

Ed Molyneux  
CEO & Founder
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As it currently stands, the UK is expected to leave the 
European Union by October 31st. However, as the 
Brexit process has been fairly tumultuous to date, there 
may still be some more twists to come as the deadline 
draws closer. 

What is clear, though, is that the small business sector is eyeing 
the UK’s forthcoming withdrawal from the EU very cautiously. 
Although nearly a fifth (18%) believe that there will be a positive 
impact from being financially and legally independent from 
the EU, the majority (61%) said they believe Brexit will have a 
negative impact on the overall UK economy.

Around one in nine (11%) respondents said they think that 
Brexit will have a positive impact on the economy, while one 
in ten (10%) said they feel the biggest positive from leaving the 
EU will be fewer regulations and less red tape for businesses to 
have to navigate. However, more than half of the respondents 
(53%) gave a stark warning that they do not believe there will 
be any positive impact from Brexit whatsoever.

As it currently stands, the UK 
is due to leave the European 
Union by October 31st 2019. 
What impact do you think this 
will have on the economy?

What do you think the main 
POSITIVE impact of Brexit will be 
after the UK leaves the EU?

6%

2%3%
5%

11%

22%

18%

10%

9%

61%

53%

It will have a negative impact on the economy

I don’t know what impact it will have on the economy

It will have a positive impact on the economy

It will have little or no impact on the economy

I don’t think there will be any positive impact from Brexit

The UK becoming financially and/or legislatively independent from Europe

Fewer regulations and less red tape for businesses

An end to economic uncertainty

Clarity over the UK’s future international trading relationships

An overhaul of EU-directed taxes (e.g VAT)

Higher employment among UK nationals 

More than half of the 
respondents gave a stark 
warning that they do not believe 
there will be any positive 
impact from Brexit whatsoever.

The Brexit conundrum
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Nearly a third (29%) of people surveyed also said they think 
Brexit will have a negative impact on the supply chain that 
their business relies on, compared to just 4% who said it will 
have a positive impact. Respondents also predicted that 
economic instability (38%), political or social instability (23%) 
and higher tariffs on imports and exports (19%) will be the 
main negative result of Brexit. 

However, the Brexit uncertainty doesn’t seem to have led to 
a wave of panic among small business owners. Just one in 
ten (10%) said they have considered closing their business 
because of Brexit, while just 10% said they have cut back on 
their hiring or growth plans. In contrast, 64% of respondents 
said they have not made any changes or plans for their 
business as a result of Brexit.

What do you think the main 
NEGATIVE impact of Brexit will 
be after the UK leaves the EU?

What impact do you think that 
Brexit will have on the supply chain 
that your business uses/relies on?

5%

4%

6%

23%

29%

19%

21%

9%

10%

38%

35%

Economic instability

Political and/or social instability

Higher tariffs on imports and exports

I don’t think there will be any negative impact from Brexit

Fewer regulations and legislation designed to help 
protect small businesses/customers

Lower availability of funding for businesses

Not applicable - my business does not use or 
rely on any supply chains

It will have a negative impact

It will have little/no impact

I don’t know

It will have a positive impact

64% of respondents said they 
have not made any changes 
or plans for their business as 
a result of Brexit.

Time for change  
Why the UK needs to back small businesses
The Brexit conundrum
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23%

30%

60%

10%

40%

16%

25%

12%

Looking further ahead, it appears that small businesses are still 
optimistic about their chances for growth and international 
trade in a post-Brexit scenario. The majority of small business 
owners said they will still look towards the continent for 
potential trade or business opportunities over the next decade. 

This includes 60% who say they would like to explore 
opportunities with European Union countries and 30% 
who said they are keen to look at opportunities 
with European nations outside the EU. 

Other countries with which small business 
owners are keen to explore future trade 
include the United States (40%), 
Canada (25%) and Australia (23%). 

Looking ahead post-Brexit, 
where would you like to explore 
opportunities for trade or business 
growth over the next 10 years?

European countries within the EU

United States

European countries outside the EU

Canada

Australia

China

India

Other [16%]

Small businesses are still 
optimistic about their chances 
for growth and international 
trade in a post-Brexit scenario

Time for change  
Why the UK needs to back small businesses
The Brexit conundrum
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However, respondents were also pragmatic about potential 
hazards that could stand in the way when it comes to trading 
outside the EU in the future. Almost a third of people surveyed 
said they thought the biggest obstacle to trading internationally 
was the lack of knowledge about new markets, while a fifth 
(21%) said it was tax implications. 

Regulations, red tape, political instability and unpredictable 
exchange rates were also highlighted as key issues for small 
businesses looking to trade overseas.

What do you think is the biggest 
obstacle for businesses to trade 
outside the UK and Europe?

2%

12%

21%
19%

14%
32%

Lack of knowledge about new markets

Tax implications of trading internationally

Regulations and red tape

Political instability

Volatility/unpredictability of currency exchange rates

Other

A third of people surveyed 
said they thought the 
biggest obstacle to trading 
internationally was the lack of 
knowledge about new markets.

Find out more at freeagent.com

Time for change  
Why the UK needs to back small businesses
The Brexit conundrum
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The late payment problem 
One of the biggest challenges that UK small 
businesses face is keeping their cashflow healthy, 
and a big reason for this is that many of them are 
not being paid on time. It’s such a major problem 
that it even prompted the Government to create a 
special position - the Small Business Commissioner 
- in December 2017 to try and tackle it. 

Nearly two years on, our research highlights just how 
prevalent the issue of late payment still is for the 
majority of small business owners. Just 7% of people 
we surveyed said they had never experienced a late 
or non-paying client, while nearly a fifth (19%) said 
they had waited at least six months to get paid by a 
client. One in ten respondents also revealed that they 
had experienced a client who had never paid them. 

In terms of the cost of late payment on their 
businesses, more than half of respondents said that 
they had been forced to write money off from their 
accounts at some point due to not being paid on 
time. A fifth (20%) said that they had written off an 
individual sum worth more than £1000 due to late 
payment, while 4% said the largest amount of money 
they had lost was more than £10,000.

What’s the longest you’ve 
ever waited before getting 
paid by a client?

What is the largest amount you’ve 
ever had to write off from your 
accounts due to a late paying client?

2%

2%

7%

5%

10%

4%

4%

19%

14%

14%

13%

12%

12%

10%

30%

41%

1-3 months 

3-6 months

Less than a month

6-12 months

I’ve had a client/clients that never paid me

I have never experienced a late paying client

12-24 months

More than 24 months

I’ve never had to write off any money due to a late/
non-paying client

£100 - £500

Less than £100

£1000 - £5000

£500 - £1000

More than £10,000

£5000 - £10,000

I’d prefer not to say
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When asked how they would address the problem of late payment, 
our small business owners advocated a variety of measures that could 
be taken against offenders. More than half (55%) said they thought 
late payment should be treated as seriously as corporate crimes 
such as fraud and malpractice, which could potentially lead to prison 
sentences, while 59% said they wanted small businesses to be better 
able to secure compensation from late payers. 

Do you think that late payment should be treated as 
seriously as corporate crimes such as fraud and malpractice 
- potentially leading to prison sentences for offenders?

55% 28%
Yes No

17%
I don’t know

More than half (54%) said they would like to make it easier and more 
affordable for small businesses to take legal action against late payers, 
while 51% wanted the government to impose financial penalties 
on offenders. In addition, 42% said that they would like to see the 
introduction of an official code of conduct for companies to adhere to 
when paying small business clients.

More than half of respondents said 
that they had been forced to write 
money off from their accounts at some 
point due to not being paid on time.

What powers or legislation would you like to see the 
government introduce to tackle the issue of late payment?

Enabling business owners to secure 
compensation from late-paying clients

Making it easier/more affordable for business 
owners to take legal action against late payers

Imposing financial penalties on late payers

Implementing an official code of conduct for 
companies to adhere to with regard to paying clients

Mandating large businesses to publicly report their payment practices

Publicly naming and shaming late payers

Custodial sentences for severe/repeat offenders

I don’t think the government should have any additional 
powers to tackle late payment

59%

54%

51%

42%

33%

28%

14%

6%

Time for change  
Why the UK needs to back small businesses
The late payment problem
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The new startup economy
There’s been an evolution in the small business sector 
over the past decade. More than five million people 
now operate their own business in the UK - but while 
this section of the economy has traditionally consisted 
of freelancers, sole traders and small companies, 
we’ve seen a recent explosion of service industry 
practitioners and self-employed gig economy workers. 

Short-term engagements, temporary contracts and 
independent contracting are becoming increasingly 
common. Businesses like Uber and Deliveroo are 
providing outlets for flexible working, while online 
marketplaces are making it easier to sell goods and 
sell services than ever before. 

These changes in working practices are being 
reflected in the costs involved in building a startup 
business. Half of the business owners (50%) we 
surveyed said that it had cost them less than £1,000 
to fund their business when they first started, 
including nearly a quarter (23%) who said it cost less 
than £250 to do so. 

How much did it cost for you to 
start/set up your business?

9%

11%

12%
16%

15%
14%

23% £0 - £250

£501 - £1000

£1001 - £2000

More than £10,000

£2001 - £5000

£251 - £500

£5001 - £10,000

Only 1% of respondents said 
they had used an official grant or 
government assistance to fund 
their business when they started.



In terms of financing a business venture, there appears to be a 
distinct “do-it-yourself” mentality among today’s small business 
owners. More than half (52%) of our respondents said that they 
had relied on their own personal savings to fund their start up 
costs, while a third (34%) said that they had not needed any 
funding at all. 

In contrast, 5% of respondents said they had needed a bank 
loan to start their business and only 4% said they needed to 
borrow money from family members or friends. Just 3% said 
they had relied on credit cards to fund their start up costs.

This may suggest that small businesses find it difficult to access 
these funds and that’s why they have to look at alternative 
methods of financing. 

Alternatively, it might indicate small business owners  are simply 
unaware of the help that’s available to them and that more 
needs to be done to educate them about this kind of funding.

What was the main method 
you used to fund your 
business when you started?

1%
1%

5%

4%
3%

34%

52%

Personal savings 

I didn’t need any funding 

Bank loan

Loan from family member/friend

Credit card 

Alternative financing (e.g crowdfunding)

Government grant/assistance

Find out more at freeagent.com

Time for change  
Why the UK needs to back small businesses
The new startup economy
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Supporting small businesses 
in the current climate
One clear thread running through our survey is 
that the majority of UK small business owners 
believe that more can be done to help support 
them. Not only in terms of big issues like Brexit 
and late payment, but also with the daily realities 
of running a business. 

More than half (58%) of respondents said they 
thought the current UK tax system is designed to 
favour large businesses, while only 5% thought 
the opposite is true. In addition, just 7% thought 
that introducing IR35 - or “off-payroll” - legislation 
into the private sector is a good idea, despite the 
government’s stated intention for this move to 
bring about tax parity between employed and self-
employed workers. 

Do you think the current UK tax 
system is designed to benefit 
small businesses?

Do you think that 
introducing IR35 - or off-
payroll - legislation into the 
private sector is a good idea?

58%

39%

20%

34%

17%

20%

5%

7%

No, it favours large businesses

I don’t know

No, it favours neither large or small businesses

Yes, it favours small businesses

I don’t know what IR35/off-payroll legislation is

No

I don’t know

Yes

Just over half of the small 
business owners revealed 
that they had suffered from 
burnout as a result of working 
too hard on their business.
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Just over half (51%) of the small business owners we surveyed 
revealed that they had suffered from burnout as a result of working 
too hard on their business, while a similar number (52%) said they 
did not think that there are enough mental health support resources 
available for self-employed people. A further 56% said they thought 
that self-employed people should receive mental health support as a 
statutory benefit. 

High street banks were 
also highlighted as a 
potential obstacle for 
small business growth.

Have you ever experienced 
burnout as a result of working 
too hard on your business?

Do you think that there are 
enough mental health support 
resources available to small 
business owners in the UK?

51%

52%

43%

43%

6%

5%

Yes

No

I don’t know

Yes

I don’t know

No

Time for change  
Why the UK needs to back small businesses
Supporting businesses in the current climate
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What do you think about 
the way that banks are 
regulated in the UK?

Do you think banks 
do enough to support 
small businesses?

37%
56%

34%

23%

24%

21%
4%

I think that banks are adequately regulated

I think that banks should face more regulation

I don’t know

I think that banks should face less regulation

No

I don’t know

Yes

When asked about other potential protections or benefits 
that should be introduced, the majority (70%) said they 
would like to see statutory sick pay provided for those in 
self-employment. Statutory maternity/paternity/adoption 
leave and pay for self-employed people was also 
popular, with 55% of respondents saying that it should 
be introduced, while pension auto-enrolment proved 
popular with just over half of those surveyed (51%). 

High street banks were also highlighted as a potential 
obstacle for small business growth, with 56% saying that 
they did not think banks do enough to support small 
business owners and a third (34%) saying that banks 
should face more regulation.

Which, if any, of these statutory protections/benefits do 
you think self-employed people should receive? 

Sick pay

Mental health support

Maternity/paternity/adoption leave & pay

Pension auto-enrolment

Holiday pay

Redundancy pay

I don’t think self-employed people should receive any statutory protections/benefits

70%

56%

55%

51%

33%

17%

3%

Time for change  
Why the UK needs to back small businesses
Supporting businesses in the current climate
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However, many small business owners also believe that more 
should be done within the education system in order to nurture 
future generations of UK businesses. An overwhelming 80% 
said that young people are not provided with the relevant skills 
at school that they would need if they wanted to start their own 
business. 

Among the additional skills and knowledge that respondents 
said they thought should be introduced in UK schools were 
understanding financing (90%), basic economics (74%), 
management (64%) and IT skills (62%).

Do you think the UK 
education system provides 
young people with 
relevant skills required to 
start their own business?

80%

15%

5%

No

I don’t know

Yes

Which of these skills do you think would be valuable 
to provide to young people in education, so they can 
start their own business?

Find out more at freeagent.com

Understanding financing

Basic understanding of economics

Management skills

IT Skills

Negotiation skills

Basic legal training

Public speaking

Other

90%

74%

64%

62%

54%

51%

44%

5%

Time for change  
Why the UK needs to back small businesses
Supporting businesses in the current climate
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To find out more about 
FreeAgent’s award-winning  
cloud accounting software 
and sign-up for a no-obligation 
free trial, visit our website: 
freeagent.com


