SOLE PRACTITIONERS
AND SMALL FIRMS
IN FOCUS 2026

One profession. Many perspectives.



About the research

Survey respondents

Sole practice (sole trade or
limited company)

Partnership 6%

Limited Liability Partnership 6%

Limited Company (not sole

o,
practice) 26%

62%

Practising Certificate holders from over 9,000
ICAEW member firms with between one and ten
principals invited to take part. Only one response
per firm was permitted.

Fieldwork took place in August 2026.

An 8% response rate was achieved.

Responses came from sole practitioners, small
firms with up to four principals, and small firms
with five or more principals, broadly reflecting
the composition of the wider firm population.

In partnership with

JIRIS
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Understanding sole practices

Number of professionally qualified
staff (excluding principals)

0 67%

1 17%

2-5 13%

6-10 :| 3%

11-20

1%

21+ | 0%

Number of business clients

0 | 1%
1-49
50-99 17%
100-249 19%
250-499 7%

500-999 :| 2%

1,000+ | 0%

54%

Number of private individual clients

0 11%
1-49 50%
50-99 19%
100-249 14%

250-499 :|4%
500-999 }1%

1,000+ | 0%




Sole practices: core service lines currently offered

Accounting

Tax compliance

Bookkeeping

Payroll

Audit

92%

86%

69%

68%

7%




Sole practices: current advisory service lines offered and plans for future growth

Tax advice

17% 61% 2%

Financial planning 7%

29% 4%

Corporate finance |3%| 8% [3%

Personal finance and wealth

2% 7%
management

3%

Tech/app advisory including cyber |3%| 5%

3%

Sustainability-related services

@ Currently offer and plan to grow

1% 2% 4%

O Currently offer but no plans to grow ODo not currently offer but plan to start offering




Sole practices: top enablers to grow advisory services

Case studies/guidance

Professional skills upskilling

Technical expertise upskilling

Technical solutions

Increased people resource

None of these

Business growth

56%

55%

51%

38%

21%

7%

-~




Top talent challenges faced by sole practices (selected as one of their top three talent challenges)

No talent challenges

Attracting and recruiting qualified staff

Succession planning for senior leadership roles
Contrasting work ethos/attitudes across different generations
Future-proofing skills

Demands for flexible or hybrid working arrangements
Retaining qualified staff

Impact of changes to apprenticeship funding
Attracting and recruiting trainees

Impact of remote working on professional skills
Attractiveness of partnership

Other

Retaining trainees

29%

27%

22%

16%

9%

7%

6%

4%

4%

Note: This question was only answered by the 33% of sole practices that employ staff.

12%

14%

14%

26%




Sole practices: anticipated changes in operating models

Number of principals

Number of trainees - school leavers

Number of trainees - graduates

Number of all other professional staff

Recruitment of non-chartered accountants with
specific expertise in technology or data analytics

Use of offshoring

Use of outsourcing

Use of automation

Use of Al

HIncrease O Stay the same

6% 87% 5%
6% 78% 4% 12%
4% 79% 4% 13%
12% 75% 5% 8%
6% 77% 15%
5% 79% 14%
8% 77% 13%
36% 51% 12%
41% 44% 14%
O Decrease ODon't know / Prefer not to say

2%

2%

2%

2%

1%

1%




/ ABOUT OUR SMALL
 \ FIRMS

\/ 2 Firms with between two and ten principals




Understanding small firms

Number of professionally qualified

2-5

6-10

11-20

21+

staff (excluding principals)

14%

13%

32%

20%

12%

10%

Number of business clients

1-49

50-99

100-249

250-499

500-999

1,000+

0%

10%

8%

31%

20%

17%

13%

Number of private individual clients

1-49

50-99

100-249

250-499

500-999

1,000+

5%

10%

12%

25%

24%

12%

10%




Small firms: core service lines currently offered

Accounting 95%
Tax compliance 94%
Payroll 88%
Bookkeeping 87%
Audit 46%




Small firms: current advisory service lines offered and plans for future growth

Tax advice

Financial planning

Corporate finance

Tech/app advisory including cyber

Personal finance and wealth
management

Sustainability-related services

O Currently offer and plan to grow

48% 42%
19% 42% 5%
8% 20% 4%
8% 11% 5%
8% 10% 7%

7% 3% 2%

O Currently offer but no plans to grow

O Do not currently offer but plan to start offering

1%




Small firms: top enablers to grow advisory services

Technical expertise upskilling

Technical solutions

Professional skills upskilling

Case studies/guidance

Increased people resource

Other

Business growth

63%

58%

49%

40%

38%

4%

2%




Top talent challenges faced by small firms (selected as one of their top three talent challenges)

Succession planning for senior leadership roles
Attracting and recruiting qualified staff

Contrasting work ethos/attitudes across different generations
Demands for flexible or hybrid working arrangements
Impact of remote working on professional skills

No talent challenges

Retaining qualified staff

Future-proofing skills

Attracting and recruiting trainees

Impact of changes to apprenticeship funding
Attractiveness of partnership

Other

Retaining trainees

Regulation/legislation/government policy

24%

16%

15%

14%

10%

10%

8%

5%

4%

3%

13%

36%

42%

41%




Small firms: anticipated changes in operating models

Number of principals

Number of trainees - school leavers

Number of trainees - graduates

Number of all other professional staff (between trainee level
and principal)

Recruitment of non-chartered accountants with specific
expertise in technology or data analytics

Use of offshoring

Use of outsourcing

Use of automation

Use of Al

OlIncrease OStay the same

18% 67% 12%
17% 61% 6% 16%
15% 59% 13% 13%
36% 55% 6%
13% 56% 30%
13% 61% 4% 22%
14% 63% 4% 19%
68% 24% 8%
67% 20% 13%
ODecrease ODon't know / Prefer not to say

3%

3%

1%
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Macro trends impacting the profession (selected as one of their top three macro trends)

68%
65%
55%
48%
44% 44%
32% o
289% 30%
24%
17% 18%
13% 12%
5% 49
6 4% 2% 19,
[
Regulatory and Impact of UK economic/ Increasing client Talent Private equity Technological Geopolitical Sustainability
compliance generative Al public policy demands challenges investment factors factors related factors
changes factors excluding Al

@ Sole practices O Small firms




> | Al AND TECHNOLOGY




Al adoption curve

45%
36%
32%
30%
24%
11%
9%
7%
% 1% 3% 1%
1 °O 1 °0 (]
| I I ’—|—\
Innovators Early Early Late Laggards Don't know
adopters majority majority / Prefer not

E Sole practices

O Small firms

to say

Definitions

Innovators are the very first
individuals to embrace and adopt
new technologies.

Early adopters are the tech-savvy
enthusiasts who follow innovators
and are quick to adopt new
technologies.

The early majority are the first
significant wave of mainstream
consumers who adopt a
technology.

The late majority are those who
adopt technology after the initial
hype has subsided, and it has
become accepted as a common
part of everyday life.

Laggards are the last group to
adopt new technologies, that
continue to use their existing
solutions until they are no longer
viable or available.



Current Al use (areas in which firms use Al either moderately or extensively)

Internal knowledge management and/or technical
research

55%

72%

Accounting/bookkeeping service delivery

31%

51%

Tax compliance

39%
40%

Audit service delivery

35%
30%

Al assisted productivity in client management

23%

17%

Internal back-office functions

32%

@ Sole practices

O Small firms

44%

Note: Figures for accounting/bookkeeping, tax compliance and audit are based just on firms that offer these services




Enablers that would most help firms increase use of, or confidence in using, Al (selected as one
of their top three enablers)

[+)
Better Al integration in existing tools or software  30%

| 43%

Training and upskilling | 29%

| 43%

| 26%

Reduced concerns on data and cyber security | 40%

Guidance to support the selection of Al tools | 24%

| 34%

User-friendly tools | 20%

| 16%

| 17%
| 18%

Reduced ethical concerns

| 13%

Clarity on rules and regulations | 18%

| 13%
| 13%

| 12%
| 13%

Relatable use cases

More affordable Al tools

An Al usage policy %3% 59%

Nothing (not looking to to increase Al use)

@ Sole practices

| 22% .
| 7% O Small firms




Firm outlook to 2030

Demand for accountants will continue but for a redefined profession

The need for early-career accountants will reduce due to Al, mid-tier roles
will be compressed, and senior roles will require broader capabilities

The role of the accountant will pivot from compliance and reporting to
judgement, systems thinking and ethical oversight

The attractiveness of the profession will decline with the perception that
accountancy will be replaced by Al

Al enables firms to move up the value chain in their service level offering

OStrongly agree OAgree ONeutral ODisagree

15% 47% 19% 7% 9%
19% 34% 18% 9% 16%

12% 35% 26% 14% 10%

12% 27% 23% 21% 8% | 9%
9% 24% 29% 16% 6% 16%

O Strongly disagree

ODon't know / Prefer not to say

3%

4%

3%




Technology adoption (excluding Al)

12%
8%
2% 2%
I
Innovators Early
adopters

44%

35%

Early
majority

43%
38%
9%
2%
[ ]
Late Laggards
majority

@ Sole practices O Small firms

(—

Don't know /

Prefer not to
say

Definitions

Innovators are the very first
individuals to embrace and adopt
new technologies.

Early adopters are the tech-savvy
enthusiasts who follow innovators
and are quick to adopt new
technologies.

The early majority are the first
significant wave of mainstream
consumers who adopt a
technology.

The late majority are those who
adopt technology after the initial
hype has subsided, and it has
become accepted as a common
part of everyday life.

Laggards are the last group to
adopt new technologies, that
continue to use their existing
solutions until they are no longer
viable or available.



Areas of use for specialised software

Tax

Accounts production

Payroll

Practice management

Client onboarding (including AML)
Time and expense management
Document management

Customer relationship management (CRM)
Audit

Business advisory services

Other

Do not use specialised software

| 85%

| 91%

| 83%

| 92%

| 68%

| 88%

| 31%
| 61%
| 30%  52%
| 17%  s6%
| 22% a7%

| 17% ' 329%
% | 37%
5% | 15%

2%
3%

7%
2%

@ Sole practices

O Small firms




Number of specialised software providers used by firms

29%

24%

21% 20%
° 19% 19%
15%
14%
12%

1 provider 2 providers 3 providers 4 providers 5+ providers

@ Sole practices O Small firm




Enablers that would most help increase use of, or confidence in using, specialised software

(selected as one of their top three enablers)

Easier integration across different software providers

Clearer or more flexible license fee structures

More accessible and clearer information about software available
More intuitive functionality

Guidance to support selection and / or relatable use cases
Training and upskilling

Tech accreditation by regulators / professional bodies

Financial support

Other

Nothing / Not applicable

@ Sole practices

| 62%

| 29%
| 24%
| 27%
| 25%
| 21%
| 18%
| 17%
| 22%
| 14%
| 18%
11%
| 19%
4%
2%
| 15%
8%

O Small firms




Cybersecurity (firms agreeing with the following statements)

Our firm has appropriate processes and controls in place to
address cyber security risks

Cyber security risks are increasingly significant for our firm

We have a strong understanding of current cyber security risks
facing the firm

Our firm has been able to obtain cyber insurance cover on
appropriate terms (scope, limits and cost) without significant
difficulty

@ Sole practices

46%
70%
47%
66%
37%
59%
25%
45%

o Small firms




GROWTH




Fee growth: past and future

Firms reporting fee growth in their last financial year and
anticipating fee revenue to increase in the next 3 years (‘Growing
firms')

Firms reporting fee growth in their last financial year but not
anticipating fee revenue to increase in the next 3 years

Firms not reporting fee growth in their last financial year but
anticipating fee revenue to increase in the next 3 years

Firms not reporting fee growth in their last financial year and not
anticipating fee revenue to increase in the next 3 years

Don't know or prefer not to say for either period

@ Sole practices

24%

46%

22%

22%

6%

7%

18%

7%

7%

O Small firms

41%




Top contributor to fee growth in the past financial year

41%

New clients

53%

32%
Increased charge out rates
31%

. o . 21%
Increased spend by existing clients
12%

I

L] o 0 2%
Mergers and/or acquisitions
2%

(] [ 2%
New service lines
1%

2%
Other
1%

= 1

@ Sole practices

O Small firms




Factors likely to negatively impact fee growth

Increasing volume and complexity of regulations related to firm
compliance

49%

61%

Increasing volume and complexity of regulations related to service
delivery

54%

51%

Government policy decisions

49%
49%

Resistance among existing clients to increased fees

29%

Rising staff costs

17%

Increased competition from non-accountants

21%

The use of technology including Al

16%

25%

E Sole practices

O Small firms

30%

46%

50%




Growing firms’ operating models (Percentage of growing firms expecting to make increases

in the next three years)

72%

Number of principals Number of trainees Number of all Recruitment of non- Use of offshoring or  Use of automation
professionally chartered outsourcing
qualified staff accountants with

(excluding principals) specific expertise
O Growing firms O All other firms

Growing firms are those that experienced fee growth in the last year and expect fee revenue to increase over the next three years

Use of Al




Government policies constraining fee growth (selected as their top constraint)

22%

17%

8%

21%

15%

3%

9%

18%

37%

7%

8%

5%

21%

8%

2%

—

2%

—

4%

0%

1%
[

5%

8%

3%
20
% 1%

e

Anti-money
laundering (AML)

regulations

@ Sole practitioners

Making tax digital Employer national Companies House

(MTD)

insurance (NI)

increases

O Small firms with up to four principals

reform

Lack of
proportionality on
audit standards

legislation

Employment rights Funding changes

to Level 7

apprenticeships

HMRC agent
registration

O Small firms with five or more principals
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Past and future merger and acquisition (M&A) activity

Sole practitioners

9% 9%
O,
2% 1%
1
M&A in M&A over Actively Considering
lastyear ayearago pursingin innext3

next 3 years years

Small firms with up to four
principals

26%

20%

6%

3%

M&A in M&A over Actively Considering
lastyear ayearago pursingin innext3
next 3 years years

Small firms with five or more
principals

37%

26%

16%

5%

M&A in M&A over Actively Considering
lastyear ayearago pursingin innext3
next 3 years years




Private equity (PE)

Taken PE

Been approached by PE
investors

A1) (©

Actively pursuing PE
investment

]
]
]
[

Considering taking PE
investment in the future

Small firms
with five or

Small firms
with up to
practices

principals

1%

principals

0% 0%

14% 45% 82%

0% 0% 0%

2% 6% 18%

Interest by private
equity investors
increases with firm size

13% of sole practitioners
and 30% of small firms
rank private equity
among their top three
macro trends

53% disagree that
private equity investment
benefits the sector
overall, compared with
just 5% who believe it
does



Sole practitioners looking to exit

Sale of firm to another firm

Sale of firm to an individual

Wind down the firm or exit via
another route

@ Actively pursuing 0O Considering




¢

J.

icaew.com
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