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Key findings

e Business sentiment remains pessimistic

New Zealand had the lowest percentage of businesses reporting growth in 2024, a trend

expected to persist in 2025

Small business confidence in New Zealand’s economic outlook is low

New Zealand small businesses rank lowest in nearly all indicators of technology uptake

Innovation levels remain low among New Zealand small businesses

Technology investments are generally not translating into increased profitability

Cyberattack risk is low

Rising costs remain the primary concern, squeezing margins and lowering growth

Most businesses are unlikely to pursue high-growth strategies

Hiring activity remains minimal

Businesses continue to be domestically focused

Demand for external financing is low

Not heavily invested in ESG activities

Accountants are the preferred source of business advice

A risk-averse mindset prevails among New Zealand small business owners

Despite poor overall business performance, business owners remain satisfied with owning a

small business

e Business owners and businesses are ageing, with New Zealand small business owners most
likely to be over 50
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Business and economic conditions

Small businesses that reported growing in the Small businesses that expect to grow in the
previous 12 months next 12 months
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= New Zealand Survey average = New Zealand Survey average

Survey New New New

average Zealand Zealand Zealand
2024 2021 2020 2019

Businesses that
grew in the last 35.8% 64.1% 11/11 47.5% 9/11 59.7% 33.2% 29.7% 49.7%

12 months

Businesses that
_expect to grow 47.4% 70.9% 11/11 60.4% 8/11 65.6% 56.1% 44.0% 56.7%
in the next 12
months

Businesses that
expect the local
economy to 49.0% 66.9% 10/11 50.5% 10/11 40.3% 51.9% 41.7% 38.3%
grow in the next
12 months

2024 was a challenging year for New Zealand's small businesses. Only 36 per cent reported growth, a
decline from 48 per cent in 2023 and significantly lower than the survey average of 64 per cent. This
places New Zealand at the bottom among the 11 markets surveyed.

Looking ahead, confidence remains low. Just 47 per cent of New Zealand’s small businesses expect
growth in 2025, far below the survey average of 71 per cent and the lowest among the 11 markets
surveyed. Additionally, New Zealand’s small businesses are the second least likely to expect their
local economy to grow in the next 12 months.

The age of the business owner or leader appears to plays a key role in shaping business performance
and expectations. New Zealand has the oldest business owner demographic among the markets
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surveyed, with 64 per cent aged 50 or over — significantly above the survey average of 24 per cent.
Business growth rates vary significantly by age group, for example

e Owners under 40: 54 per cent reported their business grew in 2024, and 60 per cent expect their
business to grow in 2025

e Owners 50to 59: the growth rate drops to 24 per cent in 2024, with 50 per cent expecting growth
in 2025

e Owners aged 60 and over: the lowest growth rate, with just 20 per cent experiencing growth in
2024 and 30 per cent expecting it in 2025.

Other key factors limiting the success of New Zealand’s small businesses include a weak economic
environment, rising costs and the low adoption of high-growth strategies such as innovation, improving
customer satisfaction and e-commerce.

Despite weak business performance, most New Zealand small business owners, directors and
principals remain satisfied with running their business. Eighty-three per cent report some level of
satisfaction, likely driven by non-financial motivations for being in business. The survey shows the
primary reasons why most New Zealanders started their own business was to be their own boss,
work-life balance and pursue a passion. Only 11 per cent cite financial gain as their main motivation.
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Technology

More than 10 per
cent of revenue
came from online
sales

Did not use social
media for
business
purposes

Investment in
technology by the
business over the
past 12 months
has improved
profitability

Technology the
business invested
in most heavily
over the past 12
months

Consider the

business likely to
be cyberattacked
in next 12 months

Reviewed the
business’
cybersecurity
protections in
past six months

Lost time and/or
money due to a
cybersecurity
incident in the
past 12 months

More than 10 per
cent of sales is
received through
digital payment
options such as
PayPal, Google
Pay, Apple Pay,
Klarna, Alipay

Sought advice
from IT
consultants/speci
alists
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uptake

New

Zealand
2024

32.6%

22.3%

Website

19.0%

39.4%

10.6%

36.3%

21.3%

Survey
average
2024

12.8%

55.6%

Computer

equipment

40.7%

50.8%

39.6%

75.1%

28.0%

1/11

11/11

N/A

11/11

10/11

10/11

11/11

8/11

New New
Zealand Zealand
2023 2022
34.3% 11/11 35.7%
32.7% 1/11 34.1%
19.5% 11/11 36.7%
Compmer N/A Website

equipment
20.8% 11/11 31.2%
38.3% 11/11 46.4%
11.6% 11/11 N/A
40.6% 11/11 42.3%
17.5% 10/11 17.2%

New
Zealand
2021

36.8%

32.3%

Computer

equipment

30.3%

42.6%

N/A

39.7%

12.9%

New
Zealand
2020

38.3%

17.7%

Computer

equipment

16.3%

33.3%

N/A

37.9%

11.3%

New
Zealand
2019

26.0%

39.3%

23.0%

Computer

equipment

18.7%

35.0%

N/A

42.1%

N/A
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New Zealand small businesses continue to lag their Asian counterparts in technology adoption.
Survey data highlights the following key differences:

e Lower social media use - New Zealand small businesses are the most likely to report not using
social media for business purposes.

e Lower online sales - they remain the least likely to generate more than 10 per cent of their
revenue from online sales.

e Limited adoption of new digital payment options — they are the least likely to receive more than
10 per cent of sales through new digital and payment technologies such as Apple Pay and PayPal.

One reason for this low investment in technology is the poor short-term returns. Only 22 per cent of
New Zealand small businesses reported that their technology investments last year improved their

profitability - the lowest result among the surveyed markets. In contrast, 88 per cent of Viethamese
small businesses reported profitability gains from their 2024 technology investment.

The relatively limited integration of technology by New Zealand’s small business is reflected in their
lower risk of cyber incidents. Only 11 per cent reported losing time or money to a cyberattack last year,
compared to the survey average of 40 per cent. Additionally, only 19 per cent believe their business is
likely to be cyberattacked this year, well below the survey average of 41 per cent. Despite this lower
perceived risk, 39 per cent of New Zealand small businesses proactively reviewed their cybersecurity
measures within the past six months.
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Business activity over the past 12 months

New Survey Rank INETY New New New
Zealand average 2024 Zealand Zealand Zealand Zealand
2024 2024 2022 2021 2020 2019
Increased 10.6% 32.8%  10/11 | 13.2%  10/11 31.8% 22.3% 9.3% 14.7%
employee numbers
Improved
customer
satisfaction had a 17.1% 27.2% 1111 | 254% 711 20.8% 141%  11.0% 24.7%

major positive
impact on the
business

Improved business
management had a
major positive 9.7% 23.4% 11/11 13.9% 9/11 15.6% 12.3% 11.3% 11.7%

impact on the
business

Increasing costs

had a major 50.6% 381% 111 | 525% 111 37.0% 28.7% 18.0% 33.7%
negative impact on

the business
Required funds
from an external 30.6% 66.4% 10/11 30.4% 10/11 44.2% 45.5% 39.7% 28.7%
source

Sought external
funds for business 37.9% 56.0% 9/11 43.5% 9/11 28.7% 24.8% 11.8% 31.4%
growth

Sought external
funds for business 25.3% 38.6% 10/11 23.9% 11/11 24.3% 40.4% 49.6% 31.4%

survival

Found it easy or

very easy 10 34.7% 41.7% 9/11 32.6% 711 25.7% 61.0% 52.9% 41.9%
access external

finance
A bank was the

business’ main 56.8% 40.2% 2111 | 47.8%  2/11 37.5% 24.1% 21.8% 47.7%
source of external
finance

Did not spend any
time and resources 48.7% 20.0% 2/11 47.9% 2/11 42.2% N/A N/A N/A
on ESG practices
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Planned business activity over the next 12 months

New Survey INETY New New

Zealand average Zealand  Zealand Zealand
2025 2025 2023 2022 2021

Expect to increase
employee 13.9% 44.8% 11/11 18.2% 11/11 34.1% 28.1% 11.3% 19.3%

numbers

Will introduce a
new product,
SErvice or process 8.4% 26.5%  10/11 6.9%  11/11  24.0% 23.2% 8.7% 7.3%
unique to their
market or the
world

Expect revenue
from overseas 5.8% 19.4%  10/11 7.3% 10/11  20.1% 17.1% 4.7% 7.7%
markets to grow
strongly

Will seek external

funds 7.4% 27.1% 11/11 7.3% 11/11 22.7% 18.4% 9.0% 9.7%

Expect easy to
very easy access 26.4% 38.2% 8/11 26.7% 7/11 20.5% 41.5% 25.9% 32.2%
to finance

Employment

The decline in the number of New Zealand small businesses experiencing growth in 2024 has
impacted hiring activity. Only 11 per cent expanded their workforce in 2024, compared to the survey
average of 33 per cent.

With small business confidence expected to remain subdued in 2025, hiring prospects also look
subdues. Just 14 per cent of New Zealand’s small businesses expect to increase employee numbers,
the lowest result among the surveyed markets.

Innovation

Innovation remains a low priority among New Zealand’s small businesses. Only 8 per cent state they
will introduce a new product, process or service that is unique to New Zealand or the world in 2025,
well below the survey average of 27 per cent. This lack of innovation could limit future growth
potential, as past survey results have consistently shown a strong link between innovation and
business growth.

Access to finance

New Zealand small businesses remain unlikely to seek external finance, with only 31 per cent
requiring it in 2024, the second lowest result among surveyed markets. This is most likely due to the
relatively smaller proportion of businesses that are growing, investing in technology, innovating, or
expanding into new markets.

Exports

New Zealand small businesses remain largely domestically focused. Only 6 per cent expect strong
revenue growth from overseas sales in 2025, the second lowest result among the 11 surveyed
markets. Expanding into new markets can help businesses grow and diversify, while exposing them to

B » :



CPA AUSTRALIA ASIA-PACIFIC SMALL BUSINESS SURVEY 2024-2025

greater competition and new ideas. Our survey data has consistently shown a correlation between
exporting and business growth.

Environmental, social, and governance (ESG)

New Zealand small businesses were the second least likely to engage in ESG-related activities in
2024. Their most common ESG activities were:

e staff health and safety (22 per cent)
e supply chain sustainability (13 per cent)
e community and volunteering programs (12 per cent).

Factors that had positive and negative influences on business &
Sources of advice

Top four factors that had a Top four factors that had a Top four factors that had a

positive influence on New positive influence New positive influence on New Top 4 source of advice for
Zealand small business in Zealand on small business Zealand small business in small business in 2024
2024 in 2023 2022

Customer loyalty Customer loyalty Customer loyalty Accountants

Good staff Good staff Good staff Friends and family

Improved customer

Cost control : .
satisfaction

Improved customer satisfaction IT consultants/specialists

Internet connection Cost control Cost control A bank or finance company

Top four factors that had a negative  Top four factors that had a negative Top four factors that had a negative
impact on New Zealand small impact on New Zealand small business  impact on New Zealand small business
business in 2024 in 2023 in 2022

Increasing costs Increasing costs COVID-19

Poor overall economic environment Poor overall economic environment Increasing costs

Tax Tax Poor overall economic environment
Rising interest rates Cash flow difficulties Rising interest rates

New Zealand small businesses found that defensive strategies such as customer loyalty and cost
control had a positive influence on their business in 2024. However, improving customer satisfaction, a
strategy linked to high growth businesses, remains underutilised by many.

Increasing costs continued to be the most significant challenge facing New Zealand small businesses
in 2024, though concerns eased slightly compared to 2023. These rising costs are likely putting further
pressure on the already tight margins of many New Zealand small businesses. Among the most
burdensome costs were insurance, fuel for vehicles and machinery.
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Entrepreneurship

New Zealand 2024

New Zealand 2023

Primary reason for starting
their business

Biggest concern when first

Be your own boss / independence

Irregular income /

Be your own boss / independence

Irregular income /

started a business cashflow cashflow

Most common attitude and

approach to managing Risk averse Adaptive risk manager
business risk of owner

Overall satisfaction from

owning or operating small Satisfied N/A

business

When starting their businesses, New Zealand small business owners, like their counterparts in most
other surveyed markets, were most likely to be motivated by a desire to be their own boss. Their
biggest concern when starting out was irregular income and cash flow.

The greater risk aversion among New Zealand small business owners may help explain their relatively
lower inclination to adopt technologies and be innovative compared to small businesses from other
markets in the region.

Demographics

New
Zealand
2019

New
Zealand
2020

New
Zealand
2021

New
Zealand
2022

New
Zealand
2023

New Survey
average

2024

Zealand
2024

Respondent aged

under 40 1111

43.5% 24.8% 26.0% 25.0%

Business
established for less
than 11 years

11/11 57.1% 51.0% 52.0% 49.3%

Respondent is the

! 4/11
business owner

60.0% 40.5% 4/11 57.8% 48.4% 49.0% 61.0% 62.7%

Business has 10 to

19 employees 10/11

16.1% 31.3% 10/11 18.5% 29.5% 19.7% 13.0% 12.0%

New Zealand has the highest percentage of respondents aged 50 and over among the surveyed
markets. Our survey data consistently shows a strong correlation between business owners in this age
group and lower levels of digital adoption.

For example, the percentage of New Zealand small business owners generating 10 per cent or more
of their sales online decreases with age:

Owners under 40 - 60 per cent
Owners aged 40 to 49 - 44 per cent
Owner aged 50 to 59 - 29 per cent
Owners 60 and over — 24 per cent.

This data highlights a clear divide, with younger business owners significantly more likely to embrace
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digital channels and other technologies. The impact of this gap is further amplified by New Zealand’s
older small business owner demographics.
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