(& Nonlinear

ADVISORS

— AI 8 MIN READ

INSIGHTS

FRACTIONAL CFO - COO - CISO

Building Muscle, Not Overhead

Small companies are handing back-office work to software and hiring

closer to the customer. The controls have not kept up.

KEY TAKEAWAYS
01 02
Surveys say Al helps small firms skip
hires; payroll data say Al adopters hire
faster. Both can be true. Owners plan to
hand back-office work to software, and

the people being added are mostly itin your own books.

hands-on and customer-facing.
n October 2026, at least six new studies of small
I businesses and Al came out. Read one at a time, they
seem to disagree on the question most people ask: is
Al helping small companies grow, or helping them avoid
hiring? Read together, they suggest the question is too
blunt. Al may be changing the shape of a small company
more than its size. The controls that should come with that
change are lagging well behind.

Most of the gains so far still come from ordinary work:
drafting emails and marketing copy, research, first replies to
customers, help with the books, meeting notes. That part of
the story is familiar. The more telling signal is what owners
do with the time Al gives back.

o1 Where the time goes

In a YouGov survey commissioned by Meta® of nearly 4,000
small business owners in nine Asia-Pacific markets, 76%
said Al had made them more productive. Of those, 58%
used the time to improve the quality of work they already
do, and half put it into growth and business planning.
Getting more done with the same team came third, at 46%.

Workers tell a similar story. In the U.S. Chamber of
Commerce Foundation’s Main Street Al Monitor?, run with
Ipsos, half of small business employees use Al at work.
Among those who said it saved them time or improved their
work, 59% put the gain back into more or better work. Fewer
kept it for themselves: 28% used it to avoid overtime and
23% 1o take breaks or deal with personal tasks.

Both are self-reports, and Meta’s online sample does not
represent any one country. The direction is clear: the hours
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Al users expect faster growth, and the
New York Fed finds that holds after
controls. Yet only 31% of firms report
higher sales from Al so far, so measure

03

Two-thirds of Al-engaged small firms
have built Al tools now in regular use,
and 35% found Al running without
approval. Keep an inventory, and put a
human check on anything that can
move money or speak for the company.

are going back into the business, into judgment, customer
relationships and another pass at the work.

BY THE NUMBERS

53%
~10%

of owners say Al or automation already does at
least one employee’s worth of work. Bluevine

more first-year headcount at Al-adopting firms
with fewer than ten employees, against
comparable non-adopters. Gusto

31%
35%

of firms report higher sales from their use of Al so
far. New York Fed

of Al-engaged firms found Al running without
approval in the past six months. Pax8

o2 Fewer hires, or more?

Here the data seem to collide. In an August 2026 survey of
533 U.S. small businesses by PYMNTS Intelligence?, sixin
ten Al users said they now produce more work without
adding staff, and 13% had skipped a hire they would
otherwise have made. Bluevine’s Lean Team Economy
Report*, drawn from 729 owners surveyed in June 2026,
found that 53% say Al or automation tools took on at least
one employee’s worth of work over the past year. Three in
four plan to hand a business function to software in the
next twelve months instead of hiring for it.

Payroll records point the other way. Gusto matched® survey
answers from 2,262 of its small business customers to their
payroll data. In their first year, Al adopters added about 7%
more headcount than comparable non-adopters, and about
10% more among firms with fewer than ten employees.


https://about.fb.com/news/2026/10/more-than-three-quarters-of-small-business-owners-say-ai-makes-them-more-productive-but-most-need-more-guidance/
https://www.uschamberfoundation.org/workforce/half-of-small-business-workers-use-ai-most-to-boost-productivity-not-automate-jobs
https://www.pymnts.com/study_posts/ai-goes-to-work-how-smbs-grow-without-growing-payroll/
https://www.pymnts.com/study_posts/ai-goes-to-work-how-smbs-grow-without-growing-payroll/
https://www.bluevine.com/blog/lean-team-economy-report
https://www.bluevine.com/blog/lean-team-economy-report
https://gusto.com/resources/gusto-insights/ai-and-smb-hiring-2026
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Expectations line up with that. In the New York Fed's
analysis® of its 2025 Small Business Credit Survey, by Will
Aarons and Asani Sarkar, the share of Al users expecting to
add staff beat the share expecting to cut by 33 points,
against 15 for non-users. A 13-point gap survived controls
for firm and owner traits. And in the U.S. Chamber’s 2026
Empowering Small Business report?, 47% of owners said Al
is creating jobs today, against 6% who said it lets them cut
headcount.

Both sets of numbers can be right, because they describe
different parts of the company. The work owners hand to
software is mostly the work around the service. Bluevine's
owners named marketing and sales, customer service,
bookkeeping and office administration as the functions
they plan to automate instead of staffing. The skipped hires
in the PYMNTS data were spread across full-time staff,
freelancers, staffing agencies and professional services
firms. The people being added, according to Gusto, are
mostly hands-on and customer-facing: therapists and care
staff, teachers, technicians, cooks.

FIGURE 1

The back office goes to software first

Share of owners who plan to hand each function to software or Al in the next 12
months instead of hiring for it

Marketing and sales
Iy 3995
Customer service and communications
[y  37%,
Finance and bookkeeping
[y 3436
Administrative and office operations
I  2.8%

Source: Bluevine, Lean Team Economy Report. small

June 2026.

Survey of 729 U.S.
business owners,

Ourread, and itis an inference from the data, is that the
overhead line is getting thinner and the delivery line thicker.
The company is putting on muscle. A ten-person firm can
now carry the paperwork of a much larger one, so its next
dollar of payroll goes to someone who does the work
customers pay for. The Fed’s work fits that reading. The link
between Al and optimism was strongest among firms in fair
or poor financial shape, and among firms that struggled
with technology such as websites, social media, e-
commerce or cybersecurity. Al seems to lift a constraint
that used to cap what a small company could do.

The overhead line is getting thinner
and the delivery line thicker.
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None of this proves that Al causes growth. Every one of
these studies is a correlation, and growing companies have
more reason to try new tools. The Fed’'s numbers also show
the gap between hope and results. Al users held a 14-point
edge over non-users in expected revenue growth after
controls, yet only 31% of respondents reported higher sales
from their use of Al. Self-reports swing widely here; 63% of
Alusers inthe PYMNTS sample said it had raised their
revenue. The spread is a good reason to measure it in your
own books.

FIGURE 2

Expectations are running ahead of results

Employer firms expecting an increase over the next 12 months, net of those
expecting a decrease, in percentage points

@B Alusers @@ Non-users

REVENUE

Alusers T 48
Non-users D 21

HEADCOUNT

Al users I 33

Non-users D 15

Yet only 31% reported higher sales from Al so far.

Source: Federal Reserve Bank of New York

Oct. 8, 2026,

Liberty Street Economics

(Aarons and Sarkar), from the 2025 Small Business

Credit Survey.

o3 From using tools to building them

A second, less discussed shift is the move from using tools
to building them. Pax8’s Q3 2026 SMB Al Pulse® surveyed
1150 leaders at companies with 5 to 499 employees in the
U.S, the UK., Germany and Sweden. Among businesses
engaged with Al, 67% had built at least one Al solution now
in regular use. Only 13% relied on off-the-shelf tools alone.
Half of the builders were wiring Al into other business
systems through automated workfiows, and nearly as many
were building or testing agents that carry out multi-step
tasks on their own.

As Pax8 points out, a company that connects an agent to
its finance system is now in the software business in a small
way. It has to maintain and secure what it built, and it pays
for every bit of compute the agent uses.

In the same survey, 35% had found Al running without
approval in the past six months. Formal, documented review
of homegrown Al ranged from 23% in the U.K. to 45% in
Sweden; inthe U.S,, 36% of builders had it. Nearly half of
those paying for Al had received a bill bigger than they
expected. And 55% of decision-makers said they personally
spend three or more hours a week checking or fixing Al
output. Pax8 sells Al and security products to small
businesses through [T providers, so it has a stake in these


https://libertystreeteconomics.newyorkfed.org/2026/10/ai-adoption-and-employment-expectations-evidence-from-a-survey-of-small-business-owners/
https://libertystreeteconomics.newyorkfed.org/2026/10/ai-adoption-and-employment-expectations-evidence-from-a-survey-of-small-business-owners/
https://www.uschamber.com/technology/2026-empowering-small-business-report
https://www.uschamber.com/technology/2026-empowering-small-business-report
https://www.pax8.com/en-us/news-post/pax8-research-finds-small-businesses-are-building-ai-faster-than-they-can-govern-it/
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findings. The Chamber Foundation’s data point the same
way, though: workers there were more likely to say Al arrived
through employees trying tools on their own (19%) than
through company direction (11%).

FIGURE 3

Building faster than governing

Small and midsize businesses engaged with Alin the U.S., UK., Germany and
Sweden, Q3 2026

Have built Al now in regular use
I 6795

Decision-makers spending 3+ hours a week checking Al output
I 555%

U.S. builders with formal, documented review of what they built

I 36%

Found Al running without approval in the past six months

I 359

Source: Pax8, Q3 2026 SMB AI Pulse. 1,150 leaders at firms with 5 to
499 employees. Bases differ by question.

Small companies are gaining the capacity of larger ones
faster than they are building the controls larger ones
eventually had to put in place. That gapis arisk. It is also
fixable, with controls sized for a company of 20 people.

o2 What the companies pulling ahead do

No survey can tell you which practices cause success. In
our experience, though, the companies getting the most
from Al treat it as a set of narrow jobs inside existing
workflows, each with a person to escalate to when the
stakesrise. They decide ahead of time where the recovered
hours go, and they put them into work that compounds,
such as better service for existing customers or a sharper
plan for the next year.

Getting value from Al is mostly a matter of embedding the
tools in real workflows and measuring what they do. Model
quality comes well down the list. In Meta’s survey, 86% of
owners said small businesses need more guidance to get
the full benefit, and cost was the leading barrier to training,
cited by 51%. What they wanted most was clearer numbers
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on cost and return, and help with data privacy and security.
In the Chamber Foundation’s survey, about one worker in
ten had been offered formal Al training.

The basics of measuring Al work and naming an owner are in
Move Fast Without Breaking Things®. For the pieces you
build yourself, start with a few light controls:

— Keep an inventory. One page listing every workflow and
agent in use, with who built it and what it can reach. You
cannot govern what you have not found.

— Gate by stakes. Anything that can move money or speak
for the company gets a human check before it acts.
Lower-stakes work can run on spot checks.

— Cap the spend. Set usage limits and alerts with each
provider. Usage-based bills grow with every agent you
add.

— Count the checking time. If senior people spend hours
a week fixing Al output, that cost belongs in the return
you report.

— Prune every quarter. Retire what nobody uses and take
back access that is no longer needed.

o5 What this means for your company

Basic chat tools are fast becoming table stakes; on their
own they are unlikely to hold an edge. The more useful step
is to plan headcount by function. Decide which back-office
work software and outside specialists will carry, and put the
next hire close to the customer. A thinner back office still
needs senior judgment over it. Bluevine’s report notes a
related shift: more small companies bring in fractional CFOs
and other part-time senior leaders before they are ready for
a full-time hire. Treat the recovered time as strategic slack
and spend it on purpose, while the gap between capacity
and control is still wide.

Then pick the one thing you have built that touches money
or customers. Write down who owns it and what it can
reach. If nobody can answer, start there. m
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