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As millions of baby boomers retire,  
the United States is on the brink  
of an unprecedented wave of small- 
business ownership transitions— 
posing challenges for communities  
but also opening the door to  
economic renewal.
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	— A once-in-a-generation wave of ownership transitions is imminent. By 2035, about six million 
small and medium-size businesses (SMBs) will face ownership transitions as baby boomers 
retire. More than one million firms are viable candidates for sale, representing up to $5 trillion in 
enterprise value.

	— SMBs are a cornerstone of the US economy. Ninety-nine percent of all companies in the United 
States are small businesses. They employ more than 60 million workers—nearly half of the US 
workforce—and generate 35 percent of business revenue. Failed transitions could erase jobs 
and locally rooted pathways to economic mobility.

	— Ownership transition risk is distributed unevenly across geographies. Rural areas are particularly 
exposed. In some sparsely populated states, small businesses account for more than half of total 
employment, so failed transitions can stall economic mobility across entire communities.

	— Participation gaps represent both a risk and a major wealth-building opportunity. Under current 
patterns, only 28 percent of transferring value would accrue to women and Black and Latino 
individuals combined. Closing participation gaps could unlock up to $3 trillion in new household 
wealth, making ownership transfers one of the most powerful near-term levers to narrow 
geographic, gender, and race-based disparities in wealth accumulation. 

	— A better-functioning ownership transition market could preserve jobs and local prosperity  
at scale. Effective transitions could keep up to 12 million jobs in place and protect about  
$250 billion in annual local spending power. 

As millions of baby boomer business owners approach retirement over the next decade, the 
country faces the largest wave of small-business ownership transitions in modern history. Millions 
of firms employing tens of millions of workers will either shut down or change hands, with direct 
consequences for jobs, wealth creation, and economic mobility in communities across the United 
States. The outcomes of this “Great Ownership Transfer” are not inevitable. Whether businesses 
survive or disappear depends on the existence of a functioning market to transfer ownership at scale.

This moment is not merely a generational milestone—it is a structural test of the nation’s capacity to 
preserve local employment, sustain productive businesses, and support economic mobility. How this 
transition is managed will determine both the business landscape and the future of economic mobility 
for workers, aspiring business owners, and entire communities.

Economic mobility in the United States depends on more than education, skills, or individual efforts. 
It also depends on whether people can access stable jobs and participate in wealth creation over 
time. For more than 60 million Americans, small and medium-size businesses (SMBs) provide that 
foundation. Ninety-nine percent of all companies in the United States are small businesses. When 
those businesses disappear, so do the pathways they support. Failed ownership transitions don’t 
simply result in closures; they erode jobs, dismantle wage ladders for frontline and skilled workers, 
and eliminate locally rooted wealth-building opportunities. In many communities—especially outside 
major metropolitan areas—ownership continuity can be a lifeline for economic mobility.

Yet the systems for transferring business ownership in the United States are fragmented and under-
developed. Today, most exits end in closure rather than transfer, not because the businesses lack 
value, but because pathways to succession are limited, opaque, or costly. Moreover, starting a busi-
ness can be more straightforward than acquiring one. The result is a consequential lost opportunity: 
Firms shut down, jobs disappear, and hard-won mobility gains dissipate—not through disruption, but 
through inaction.

At a glance
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To better understand what’s at stake, the McKinsey Institute for Economic Mobility (IEM) has con-
ducted new research on the future of small-business succession in the United States. By 2035, we 
estimate that about six million SMBs will be on the market as their owners retire. More than one 
million of these firms are viable candidates for sale or employee ownership, representing $5 trillion 
in enterprise value that could remain productive if ownership transfer becomes routine rather than 
exceptional (see sidebar, “About the research”).

In this report, we examine the scale 
and implications of the Great Ownership 
Transfer in the United States over the 
coming decade due to the retirement of 
baby boomer business owners. We focus 
on the anticipated transition of ownership 
among small and medium-size businesses 
(SMBs), which we define as businesses with 
fewer than 500 employees. Our analysis 
draws on a combination of publicly available 
data, proprietary data sets, and established 
research literature to assess both historical 
patterns and future trajectories of business 
ownership transitions through 2035.

We looked at several complementary  
data sources to capture business scale,  
exit activity, and local economic context.  
For the size and industry footprints of  
SMBs, we analyzed US Census Bureau  
data, including the Statistics of US 
Businesses (SUSB) for employer-firm 
counts and industry revenues. We also 
drew from the US Census Bureau’s Annual 
Business Survey (ABS) to inform family 
business prevalence and demographics of 
business owners, and from US Census rural 
and urban population counts to support 
geographic archetyping and stratified 
analysis of exposure. For ownership 
transfers and closures, we looked at the 
US Census Bureau’s Business Dynamics 
Statistics (BDS) for observed business 
closure dynamics. We then projected 
future transitions through 2035 by 
triangulating projected growth rates based 
on historical trends with demographic-
based assumptions, allowing us to estimate 
the volume and composition of ownership 
changes expected over time.

To supplement public data, we evaluated 
proprietary and third-party data sets, 
including BizBuySell and LSEG Data & 
Analytics (formerly Refinitiv), for indicators 
of business sale activity across SMB 
segments, and Moody’s for county-level 
GDP forecasts used to contextualize value 
at stake relative to local economic output. 
We also incorporated established research 
literature on retirement behavior and 
intergenerational business transitions to 
ground key behavioral parameters used in 
scenario design and interpretation.

We assessed the economic significance of 
the Great Ownership Transfer by estimating 
the total enterprise value associated with 
businesses expected to change hands 
or exit between 2026 and 2035. We first 
forecast the number of exits and ownership 
transitions based on observed exit patterns 
and expected owner retirements. We then 
estimated the typical enterprise value of an 
SMB in each industry by using US Census 
Bureau data on average revenue per firm 
and applying industry-specific valuation 
multiples to translate revenue into enterprise 
value. These per-firm estimates were then 
multiplied by the projected number of exits 
across industries and years and summed 
to produce a total estimated value at stake. 
The resulting figures reflect the potential 
enterprise value tied to businesses changing 
hands, transferring within families, or 
closing, rather than the realized outcomes of 
any specific transaction.

Beyond direct enterprise value, we examined 
the broader economic implications of 
ownership transitions, including potential 
impact on employment, household income, 

tax revenues, and local economic activity. 
This analysis links ownership outcomes to 
downstream economic effects by applying 
high-level assumptions (for example, wages 
and wealth by demographic group, average 
employment levels by industry, and so on), 
highlighting how different transition paths 
can shape individual and community-level 
economic outcomes.

We also analyzed how the effects of the 
Great Ownership Transfer vary across 
geographies, industries, and demographic 
groups. This included allocating projected 
ownership transitions and associated value 
across regions based on the distribution of 
SMBs and examining disparities in access 
to ownership opportunities among women, 
Black, Latino, and rural business owners. 
These perspectives help illustrate where 
risks and opportunities associated with 
the ownership transition may be most 
concentrated.

We acknowledge that available data 
on privately held businesses and 
ownership transitions have limitations, 
and that projections depend on modeling 
assumptions that may evolve over time. 
Our analysis reflects the best information 
available at the time of research and 
incorporates sensitivity testing where 
possible.

Throughout this work, we also solicited input 
from a broad set of experts, including SMB 
sellers and buyers, investors, financiers, 
intermediaries, and other experts to ground 
the analysis in real-world experience and 
ensure the findings reflect on-the-ground 
dynamics of business ownership transitions.

About the research
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By 2035, six million small businesses 
will be on the market as their owners 
retire. More than one million of them 
are viable candidates for transfer, 
representing $5 trillion in enterprise 
value that could remain productive.

Whoever captures this value will shape economic mobility for decades. Today, business ownership 
remains highly concentrated. In rural communities—where small businesses anchor employment, 
services, and tax bases—failed ownership transitions risk hollowing out local economies altogether. 
Under current participation patterns, only about 28 percent of this transferring value would accrue 
to women and Black and Latino individuals combined. Expanding access to capital, buyer prepara-
tion, and inclusive ownership models could turn the Great Ownership Transfer into one of the most 
powerful near-term levers for preserving jobs, expanding ownership, and narrowing geographic, 
gender, and race-based disparities in wealth accumulation. 

Whether this transition reinforces existing disparities or becomes a catalyst for a broader owner-
ship economy hinges on a fundamental question: Can buyers and sellers operate in a system that 
enables ownership transfer at scale? Rather than creating new businesses, new owners can step 
into existing, productive firms. When ownership transfer succeeds, businesses continue to gener-
ate jobs, wages, and local wealth. When it fails, economic mobility stalls—even where demand and 
talent remain.

In this report, we examine the barriers that prevent viable firms from changing hands, the economic 
opportunity embedded in overcoming them, and the market infrastructure required to turn a looming 
demographic shift into a durable source of growth, resilience, and shared prosperity. At stake is  
not only whether firms survive, but who gets to participate in the economy as owners, workers,  
and wealth builders in the decade ahead and beyond.
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To understand the challenges and opportunities presented by the coming wave of business transi-
tions, we explore the demographic shifts that are ahead and their potential impact on small busi-
nesses and future economic capacity.

An unprecedented shift
The United States is entering a period of pronounced demographic transition. Even while Americans 
are living and working longer as they age, the baby boomer cohort is moving decisively into retire-
ment. The share of Americans aged 65 and older is rising rapidly, while the growth rate of the work-
ing-age population continues to slow. After decades of driving labor force growth and economic 
expansion, boomers are now exiting the workforce in significant numbers, with many already retired 
and millions more expected to follow (Exhibit 1).

The coming wave of 
ownership transitions
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Exhibit 1
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Age structure of US population, millions

A wave of baby boomer retirements is underway.
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In 2005, only 12 percent of the US 
population was of retirement age.

In 2025, 19 percent of Americans were 
of retirement age.

By 2040, 22 percent of the US 
population will be of retirement age.
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This shift has far-reaching implications for business ownership. Today, more than half of all 
small-business owners in the United States are over the age of 55—up from roughly 30 percent in 
2002. One in four small-business owners is 65 or older. This aging cohort represents approximately 
1.5 million firms across the country, with baby boomers alone owning nearly a quarter of all small 
businesses, about double the share held by their predecessors two decades ago.1

As these owners retire, an unprecedented number of firms will either need to change hands or shut 
down. Over the next decade, we estimate approximately six million small businesses—which we 
define as firms with fewer than 500 employees—will exit ownership, up from about 4.5 million in the 
prior decade. Annual exits could rise to 42 percent above 2011 levels, reaching as many as 665,000 
per year.2

These small businesses span every sector of the economy, from neighborhood service providers 
to family-owned regional manufacturers. They collectively anchor jobs, supply chains, and local tax 
bases nationwide. The scale, speed, and breadth of this transition make it unlike any other previous 
period of business succession in US history.

Exits dominated by closure, not transfer
Despite the economic value embedded in many small businesses, closure—not continuity—is  
the dominant exit path today. In 2022 alone, we estimate that 510,000 SMBs exited the market. 
Ninety-two percent of those exits occurred through closure, 5 percent were completed as sales,  
and 3 percent transferred to new owners (often intergenerationally to family members).3

This pattern suggests a structural weakness rather than widespread business failure. Since 2010,  
7 to 8 percent of all firms have closed each year. Our analysis suggests that 6 to 13 percent of these 
closures could have been avoided.4 Many stem from predictable life events such as retirement,  
combined with a lack of succession planning or access to buyers and financing.

Preparation among aging small-business owners remains uneven. According to a 2025 Gallup 
Pathways to Wealth Survey, 27 percent of employer firms with owners aged 55 and older are either 
unsure of their long-term plan or intend to close the business permanently. “Most owners don’t 
really understand their exit options,” said one leader of an organization focused on helping business 
owners prepare their companies for a successful transition. “Their wealth is tied up in the business, 
but they haven’t thought about what comes next or how it’s supposed to support the rest of their 
lives.” As more owners approach retirement, this lack of preparedness risks accelerating the loss  
of otherwise viable businesses.

1		 McKinsey analysis is based on data from the US Census Bureau Annual Business Survey and Statistics of US Businesses.
2		 Retirement rates are not directly measured in any official US statistical database. Based on third-party economic research 	
	 that uses proxies such as labor force participation and social security claims, we estimated that 7 to 12 percent of baby 	
	 boomers retire each year and have modeled small-business exits accordingly. Additional McKinsey analysis is based on 	
	 data from the US Census Bureau Annual Business Survey, Business Dynamics Statistics, and 2023 National Population 	
	 Projections.

3		 McKinsey analysis is based on data from the US Census Bureau Annual Business Survey, Business Dynamics Statistics, 	
	 BizBuySell, and LSEG Data & Analytics (formerly Refinitiv).

4		 McKinsey analysis is based on data from the US Census Bureau Annual Business Survey, Business Dynamics Statistics, 	
	 US Small Business Administration Office of Advocacy, Gallup, Project Equity, and the Exit Planning Institute. According 	
	 to the US Census Bureau Annual Business Survey, approximately 6 percent of all business closures occur because of owner 	
	 illness or death, and an additional 7 percent occur when owners exit to pursue new ventures. We treat the first category 	
	 as a conservative estimate of potentially avoidable closures and the combined 13 percent as an upper bound, as some 		
	 exits to pursue new ventures may also reflect viable candidates for transfer to new owners if an acquirer had been identified 	
	 in advance.
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Where the Great Ownership Transfer wave hits the hardest
According to the US Census Bureau, roughly 6.4 million employer firms together employ 62 million 
workers, accounting for nearly half of the US workforce. Collectively, they generate about $17.8 
trillion in annual revenue, representing approximately 35 percent of all business receipts nationwide. 
They are embedded across supply chains, export markets, and local tax bases, influencing  
the stability and competitiveness of nearly every sector.

The wave of ownership transitions ahead will sweep across every corner of the US economy, but 
not evenly. Risk is concentrated where the market for small-business acquisition is weakest. The 
impacts often fall disproportionately on rural areas and owners from historically underrepresented 
racial and ethnic groups, where access to capital, advisory support, and successor networks is  
often more limited. Firms with smaller enterprise value and in labor-intensive sectors (such as  
construction, food services, and home care and healthcare) are also more at risk. Many already  
face structural barriers to sustaining viable businesses.

This uneven risk profile matters because small businesses employ nearly half of the US workforce 
and generate more than one-third of all business revenue. When ownership transitions fail, the con-
sequences extend beyond individual owners. Jobs disappear, supply chains weaken, main streets 
hollow out, and communities lose essential services.

Understanding where and for whom these risks are greatest is essential to determining whether this 
transition becomes a story of widespread business loss or an opportunity to preserve jobs, sustain 
local economies, and expand pathways to new ownership.

The impact of the Great Ownership Transfer 
falls disproportionately in rural areas and 
among underrepresented communities, 
where access to capital, advisory support, 
and success networks is more limited.
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Greater risk for rural areas
The geography of the Great Ownership Transfer reveals stark variation in where its effects will be  
felt most acutely. While ownership transitions create challenges and opportunities nationwide,  
rural America faces disproportionately more risk—not just because more firms are vulnerable,  
but because failure in these regions could accelerate broader economic decline. Geography  
determines whether ownership transitions are absorbed by new formation or compound existing  
fragility, shaping which communities face the greatest disruption and which benefit from  
renewed ownership (Exhibit 2).

Exhibit 2

1EVaS = cumulative enterprise value (EV) of small businesses projected to sell, transfer, or be preserved in 2026–35. National industry totals are estimated from 
our industry exit model and average EV by industry (revenue-multiple–based). Those dollar totals are allocated to states/counties in proportion to each geogra-
phy’s share of �rms in that industry (US Census Bureau Statistics of US Businesses, 2022). County GDP denominators are cumulative 2026–35 GDP, projected 
by interpolating Moody’s Analytics 2024 and 2035 county GDP forecasts using county-speci�c CAGRs.
Source: Moody’s Analytics; US Census Bureau Annual Business Survey; US Census Bureau Business Dynamic Statistics; US Census Bureau Statistics of US 
Businesses
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We estimate that urban counties account for roughly 86 percent of total enterprise value at risk, 
largely concentrated in economic powerhouses such as California, Florida, New York, and Texas. 
These markets benefit from deeper buyer pools, stronger advisory infrastructure, and more robust 
financing ecosystems, which help absorb ownership transitions even at scale. High rates of busi-
ness formation, greater in-migration of entrepreneurs, and a dense set of alternative employers help 
offset ownership exits.

By contrast, smaller and more rural areas face higher exposure relative to their economies. In states 
such as Maine, Montana, Vermont, and Wyoming, SMB enterprise value at risk can be as high as 
3.2 percent of state GDP. These regions depend disproportionately on small businesses for employ-
ment, with SMBs accounting for more than 50 percent of total employment.5 At the same time, they 
exhibit declining business dynamism, limited formation of replacement firms, and weak in-migration 
of new owners. As a result, even a modest increase in business closures can ripple through local 
economies, affecting jobs, tax revenues, and access to essential goods and services. High econom-
ic dependence combined with limited replacement capacity can create mobility traps, particularly 
where alternative employment is scarce.

State-level patterns also highlight how unevenly the Great Ownership Transfer will unfold. In smaller, 
aging states such as Maine, Montana, Vermont, and Wyoming, ownership skews older, and econ-
omies rely heavily on locally owned firms in construction, retail, and services. Many of these states 
have populations in which more than 20 percent of residents are aged 65 or older, compounding 
ownership transition pressures with workforce aging. In these contexts, firm closures often perma-
nently break local economic ladders. By contrast, larger and more economically diversified states 
account for more than a quarter of total enterprise value at stake but experience lower per capita 
exit rates due to broader markets, higher rates of firm entry, and stronger institutional capacity to 
sustain churn.

At the county level, the divide between rural and urban America becomes even more pronounced. 
Using the geographic framework described in McKinsey Global Institute’s 2019 research on the fu-
ture of work in America, major metropolitan areas hold more than three-quarters of total enterprise 
value at stake while exhibiting lower exit rates and greater institutional capacity to manage owner-
ship change (Exhibit 3). Rural regions—which span six distinct and diverse archetypes identified in 
prior IEM research on rural America—face the steepest transition pressure. These areas combine 
older ownership profiles (with roughly 20 to 23 percent of owners aged 65 or above), the highest 
exit rates (ranging from 33 to 59 per 10,000 residents), and the thinnest replacement ecosystems. 
Industrial heartland regions sit between these extremes: Manufacturing metropolitan areas and 
rural manufacturing workshops show moderate exit intensity but high concentrations of enterprise 
value, where the primary challenge is ensuring sufficient capital and capability to sustain productive 
capacity through transition.

Taken together, geography amplifies both exposure and consequence. The Great Ownership Trans-
fer will unfold as both a high-volume rural challenge and a high-value urban opportunity. Bridging 
these two markets—connecting the capital, advisory infrastructure, and buyer networks concentrat-
ed in cities with the smaller, locally rooted firms that sustain rural and small-town economies—will 
be critical to mitigating risk, capturing opportunity, and supporting economic mobility across the 
American landscape.

5		 McKinsey analysis of state impact is based on data from the US Census Bureau’s Statistics of US Businesses and the US 	
	 Small Business Administration Office of Advocacy.
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Greater risk for underrepresented owners
An aging, unevenly distributed small-business ownership base in the United States has led to no-
table gaps in succession capacity across demographic groups. Today’s small-business owners are 
substantially older, less diverse, and more male than the overall population: More than 70 percent 
are White, over 60 percent are male, and more than half are over the age of 55 (Exhibit 4).6 This 
demographic profile heightens near-term transition pressure because many businesses will require 
ownership transfers in a short time frame. Ownership transfer exposure, therefore, closely reflects 
who owns SMBs today, and the concentration of ownership among an aging and relatively homoge-
neous cohort increases disruption risk if succession pathways are not in place.

Exhibit 3
Web <2026>
<OwnershipTransfer>
Exhibit <3> of <7>
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2022). County GDP denominators are cumulative 2026–35 GDP, projected by interpolating Moody’s Analytics 2024 and 2035 county GDP forecasts using county-speci�c CAGRs.
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6		 McKinsey analysis of demographic groups is based on data from the US Census Bureau 2022 Annual Business Survey and 	
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These ownership patterns are not evenly distributed across industries, concentrating transition 
pressure in sectors with higher underrepresented ownership. In accommodation and food services, 
for example, our analysis finds that an estimated 130,000 ownership exits are expected. Latino own-
ers account for roughly 23 percent of business owners in this sector, meaning that absent effective 
pathways to transfer businesses to other Latino buyers, the transition wave could disproportionately 
erode Latino ownership in a key entry industry.

A similar dynamic is present in healthcare and social assistance, where more than 90,000 exits are 
expected. This sector represents a stronghold for women owners—who make up about 39 percent 
of owners, second only to education—as well as for Latino owners (17 percent) and Black owners (7 
percent, the highest Black ownership share across industries). Concentrated exits, therefore, threat-
en the continuity of diverse ownership.

The risk is compounded by workforce demographics in these industries. In healthcare and social 
assistance, roughly 78 percent of workers are women and about 18 percent are Black—both signifi-
cantly higher than their respective shares of the overall workforce. Failed ownership transitions in 
this sector would thus have downstream employment consequences beyond owners themselves, 
potentially disrupting jobs and economic stability for groups already overrepresented in front-
line roles. In construction, where nearly 124,000 exits are expected, approximately 35 percent of 
workers are Latino, raising the stakes of ownership transitions not only for Latino owners but also 
for Latino workers and the communities they support. In these cases, ownership continuity is closely 
linked to employment continuity.

Exhibit 4
Web <2026>
<OwnershipTransfer>
Exhibit <4> of <7>

1According to the US Small Business Administration, small businesses are de�ned as those with fewer than 500 employees. The US Census Bureau’s Annual 
Business Survey (ABS) is for all businesses, both small and large. The SBA notes that 99.9% of all businesses are small businesses, therefore we assume that 
all results from the ABS are applicable to small businesses.

²All race categories; “excluding Hispanic/Latino” refers to non-Hispanic populations.
³The business is owned equally by male and female owners.
Source: US Census Bureau Annual Business Survey; US Census Bureau Business Dynamic Statistics; US Census Bureau Statistics of US Businesses
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Racial and ethnic disparities further shape both the risk and opportunity of ownership transitions. 
According to US Census data, small-business ownership remains far less diverse than the US pop-
ulation overall, with White owners representing roughly 73 percent of business owners, compared 
with approximately 12 percent Latino and 3 percent Black ownership, even though these groups 
represent about 20 percent and 13 percent of the population, respectively. As a result, ownership 
gaps translate directly into large disparities in wealth creation during periods of transition. Of the 
up to $5 trillion in enterprise value at stake in the Great Ownership Transfer, we estimate that only 
about 28 percent would accrue to women and Black and Latino individuals combined under current 
participation patterns.

The missed opportunity is particularly stark for Black buyers. Under current dynamics, Black indi-
viduals are estimated to capture roughly $87 billion of this transferring enterprise value. Achieving 
parity in ownership participation, however, could increase that figure more than fourfold, to approx-
imately $369 billion, highlighting the scale of unrealized wealth. A similar large opportunity exists 
for women. Although women account for only about 23 percent of business owners today, reaching 
parity in ownership participation could unlock approximately $700 billion in wealth capture. Togeth-
er, these figures highlight that the Great Ownership Transfer is not only a risk event but also one of 
the largest near-term levers for shifting wealth outcomes across demographic groups.

Taken together, these demographic patterns underscore a central tension of the Great Ownership 
Transfer: The same concentration of ownership that heightens near-term transition risk also defines 
a once-in-a-generation opportunity to broaden participation in business ownership. If managed 
effectively, ownership transitions can preserve viable firms, sustain local employment, strengthen 
supplier pipelines, and expand access to wealth creation across race, gender, and geography. If left 
unsupported, they risk accelerating business loss and deepening the disparities that already char-
acterize the small-business landscape.

Greater risk for lower-valued firms
Among the wide range of small businesses, we evaluated “middle market” companies and below, 
defined as firms with revenue below $1 billion. Lower-valued firms face greater risk of closure in the 
Great Ownership Transfer, even when they are economically viable, because the markets for acqui-
sition are the weakest. Our analysis finds that nearly 80 percent of projected exits will likely occur 
among micro and emerging middle-market businesses—small, locally owned, community-based 
companies valued at less than $2 million. These firms form the backbone of local economies but 
often fall below traditional-deal thresholds.

Higher-value SMBs face different dynamics. They generally benefit from robust buyer interest and 
can tap professional intermediaries, but they account for a smaller share of total transitions. In short, 
most ownership changes will occur among small, local firms, even as most enterprise value sits 
higher upmarket.

Effective ownership transitions can 
preserve viable firms, sustain local 
employment, strengthen supplier pipelines, 
and expand access to wealth creation 
across race, gender, and geography.

13The Great Ownership Transfer: A new era of business stewardship



	— Micro businesses (valued under $500,000) include the restaurants, small retailers, auto-repair 
shops, salons, and neighborhood service providers that form the backbone of community 
life. They are deeply local, labor intensive, and often family run. While individually small, they 
collectively account for the largest share of projected ownership changes and face the highest 
likelihood of closure because they lack access to buyers, advisers, and financing.

	— Emerging middle-market firms (valued between $500,000 and $2 million) can include small 
medical and dental practices, construction trades, HVAC companies, and franchises employing 
a few dozen workers. These firms often have stable cash flows and strong community ties, but 
limited access to professional intermediaries or institutional capital. They sit in the “missing 
middle” of the acquisition market—too large to be informal, yet too small to attract private equity 
or corporate buyers. As a result, many viable companies remain invisible to the market and are 
more likely to close than transfer.

	— Lower middle-market firms (valued at $2 million to $25 million) encompass regional 
manufacturers, logistics providers, B2B services, and healthcare practices. These firms anchor 
regional supply chains and are increasingly likely to attract independent sponsors, search funds, 
and mission-driven investors. However, many still face limited buyer reach in rural areas and 
capital gaps for acquisition financing.

	— Middle-market companies (valued between $25 million and $100 million) are often specialized 
manufacturers, software companies, and niche distributors. While fewer in number, they hold 
substantial enterprise value and often drive productivity and exports. They are attractive to 
institutional investors and strategic acquirers, and their transitions are typically managed 
through professional intermediaries and institutional capital.

	— Upper middle-market firms (valued between $100 million and $1 billion) are diversified 
enterprises in sectors such as advanced manufacturing, technology, and healthcare services. 
These companies attract robust buyer interest from private equity and corporate strategics, but 
concentrated ownership among aging founders and family groups can create succession risk if 
leadership pipelines are weak.

Taken together, these segments illustrate the broad economic footprint of the Great Ownership 
Transfer. Most transitions will occur among smaller, locally rooted firms that sustain everyday  
commerce and employment, but more enterprise value at stake sits upmarket. Ensuring  
continuity across this full spectrum is critical to protecting community livelihoods and regional  
competitiveness.

Yet most micro and emerging middle-market businesses operate at deal sizes too modest to attract 
institutional capital or traditional private equity buyers, leaving them largely invisible to the market. 
Many lack the advisory support, financial readiness, or buyer access required to complete a sale, 
making closure more likely than transfer—even when the business itself is viable.

This gap reflects a structural weakness in the business ownership system, not just a market  
inefficiency. Whether the Great Ownership Transfer becomes a story of loss or renewal will hinge 
on the availability of the capital and ability of infrastructure to adapt to the high-volume, small-deal 
segment that anchors local economies.
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Greater risk for capital- and labor-intensive industries
Risk exposure to the Great Ownership Transfer is also unevenly distributed across industries. We es-
timate that the value at stake in ownership transitions could be over $3 trillion, with nearly half that 
amount concentrated in a set of capital- and labor-intensive industries that are both foundational 
to local economies and structurally hard to transfer. In capital-intensive sectors such as manufac-
turing, mining, and utilities, about 26 percent of owners are over age 65, and more than 60 percent 
of owners are already over age 55 (Exhibit 5).7 These firms often rely on specialized equipment, tech-
nical know-how, and substantial working capital, making succession complex and limiting the pool 
of qualified buyers.

At the same time, the largest volume of ownership transitions will occur in labor-intensive, locally 
embedded industries that underpin daily life. Roughly one-third of all projected exits are expected 
in retail, construction, and professional services—industries that drive local commerce, housing, and 
employment. Disruptions in ownership continuity could reverberate through jobs, supply chains, and 
neighborhood stability.

Exhibit 5
Web <2026>
<OwnershipTransfer>
Exhibit <5> of <7>

1We de�ne micro businesses as valued under $500,000, emerging middle-market �rms as valued between $500,000 and $2 million, lower middle-market �rms 
as valued at $2 million to $25 million, middle-market �rms as valued between $25 million and $100 million, and upper middle-market �rms as valued between 
$100 million and $1 billion.
Source: US Census Bureau Annual Business Survey; US Census Bureau Business Dynamic Statistics; US Census Bureau Statistics of US Businesses
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7		 McKinsey analysis is based on the US Census Bureau 2022 Annual Business Survey.
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Retail trade, accommodation and food services, professional services, and construction together  
account for nearly half of all anticipated transitions. At the top of the volume curve are retail  
trade (with approximately 145,000 projected exits); accommodation and food services (another 
129,000 exits); professional, scientific, and technical services (127,000 exits); and construction 
(124,000 exits).

Another tier—including healthcare and social assistance (93,000 exits), manufacturing (71,000  
exits), and administrative and support services (63,000 exits)—adds another large block of firms 
that sustain regional employment, from clinics and machine shops to logistics and back-office  
providers.8

These industries differ in capital intensity and skill requirements but share a common vulnerability: 
Most small businesses are privately held and below institutional deal thresholds.9 As a result, their 
transition infrastructure is thin. Owners face limited buyer visibility, scarce advisory capacity, and few 
standardized financing tools, even when the underlying businesses are viable. By contrast, service 
sectors with younger, more diverse ownership—such as arts, education, and food services—face 
lower near-term transition pressure, though high fragmentation still complicates orderly succession.

This matters because collectively, the industries most exposed to ownership transition risk employ 
tens of millions of workers and form the connective tissue of local economies. Failed transitions do 
not simply affect individual owners; they ripple through jobs, supply chains, housing markets, and 
community stability. Without stronger advisory, financing, and succession systems targeted to these 
high-impact industries, many otherwise healthy employers will close, eroding local income and 
community wealth. Conversely, focused intervention in industries where exits are most concentrated 
could unlock the greatest share of transferable enterprise value and deliver outsize economic and 
employment benefits.

8		 McKinsey analysis is based on data from the US Census Bureau Annual Business Survey, Business Dynamics Statistics, 	
	 BizBuySell, and LSEG Data & Analytics (formerly Refinitiv).

9		 Mary Ellen Biery, “4 things you don’t know about private companies,” Forbes, updated June 7, 2013; Rebecca Leppert, “A 	
	 look at small businesses in the U.S.,” Pew Research Center, April 22, 2024.
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The Great Ownership Transfer represents not only a supply shock from firms coming to market but 
also a rare demand-side opening. Across the small-business landscape, a diverse set of buyers—in-
stitutional, independent, and community-based—is emerging to acquire, scale, and revitalize firms 
whose founders are preparing to retire. In principle, this creates space for new owners to enter, 
build wealth, and anchor jobs locally. In practice, demand is segmented by deal size, geography, and 
buyer readiness. Information gaps, financing frictions, and limited coordination still prevent even 
motivated buyers from capturing the full opportunity ahead.

Three broad buyer segments—institutional, independent, and community-based—are positioned to 
acquire retiring-owner firms. Each plays a distinct role in the transition economy. Each also faces 
clear limits on how much of the coming supply it can realistically absorb.

Who will buy?
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Institutional buyers: Deep demand, narrow coverage
At one end of the spectrum are institutional buyers such as private equity firms, family offices, and 
strategic corporate acquirers. These players typically target firms with enterprise values between 
roughly $25 million and $1 billion, where scale, operational systems, and professional management 
structures support institutional investment models.

In these tiers, demand is relatively strong and efficient. Institutional buyers bring efficiency, speed, 
and sophistication to transactions, but their reach extends only to a narrow slice of the overall transi-
tion market. The vast majority of firms coming to market—smaller, locally rooted, and often asset 
heavy—fall below institutional thresholds. As a result, institutional capital absorbs only a narrow slice 
of total supply, leaving the bulk of transitions to other buyer types.

Independent buyers: Essential demand with capacity constraints
In the middle are independent buyers: entrepreneurs, self-funded searchers, and career profession-
als seeking to acquire and operate small firms directly. With a concentrated interest in companies 
with $500,000 to $25 million in enterprise value, these acquirers are essential to absorbing the 
largest volume of upcoming transitions that will define the coming decade. Many are highly skilled 
operators with the capacity to sustain and grow businesses, but they face persistent obstacles in 
securing financing, accessing deal flow, and navigating the complex advisory landscape surrounding 
the acquisition.

This segment represents one of the most important pathways for economic mobility. It offers a route 
to ownership for individuals who may not have inherited wealth but possess industry experience, 
managerial skill, or entrepreneurial ambition—including rural residents, women, Black and Latino 
professionals, and others seeking durable income and asset-building opportunities.

Yet demand in this segment remains structurally constrained. While interest in acquisition has grown 
rapidly, many potential buyers remain on the sidelines due to fragmented deal sourcing, opaque 
processes, and uneven access to acquisition-ready support ecosystems. As a result, demand thins 
dramatically below the $5 million enterprise value range, even as supply accelerates. The constraint 
is system capacity, not buyer capability.

Community and employee buyers: High alignment, limited reach
At the community level—micro and emerging middle-market firms under $2 million in value—  
employee and mission-driven buyers play a distinct and vital role. This group includes worker co-
operatives, Employee Stock Ownership Plan (ESOP) conversions, community development entities, 
and place-based ownership vehicles. Their priorities center on continuity of jobs, local ownership, 
and legacy preservation rather than maximizing sale price. These models can be powerful tools for 
wealth building and community stability but remain underutilized because of limited technical assis-
tance, financing norms, and policy alignment.

These models offer pathways for frontline workers, longtime employees, and community members—
many from lower- and moderate-income backgrounds—to build equity and stabilize local econo-
mies. In rural areas and disinvested urban neighborhoods, they may represent the best viability for 
businesses whose owners want continuity.
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Despite strong alignment with the needs of smaller sellers, limited technical capacity, inconsistent 
policy frameworks, and a lack of standardized transition infrastructure constrain the number of deals 
these buyers can absorb. As a result, thousands of otherwise viable businesses face closure not 
because buyers do not exist, but because demand cannot scale fast enough to meet supply.

A fragmented demand system
Taken together, these buyer segments form a patchwork demand system, one that is unevenly 
distributed across deal sizes, regions, and industries. Institutional capital is concentrated in large 
metros and higher-value sectors such as software, manufacturing, and healthcare, while indepen-
dent and community buyers are scarce in rural markets and asset-heavy industries. Community and 
employee buyers remain scarce in many regions despite strong local need.

This fragmentation leaves vast portions of the small-business landscape underserved. The result  
is a gap between the number of owners preparing to exit and the number of buyers positioned to 
step in.

Pathways to ownership
Even as interest in small-business acquisition grows, the pathways to ownership remain uneven, 
shaping who can participate and how easily they can complete a transaction. These disparities 
determine which buyers succeed and whether viable businesses continue.

Traditional transfers—including direct sales between private parties, private-equity buyouts, and 
family successions—are the most established routes. They function well for larger or professionally 
managed firms but require capital, networks, and expertise largely inaccessible to most first-time, 
independent, or community buyers. As a result, they capture only a fraction of total transitions.

Gradual or hybrid ownership models—such as seller-financed buyouts, ESOP conversions, and 
cooperative acquisitions—offer lower-barrier entry points and are particularly well suited to workers, 
local operators, and community-based buyers. These models can preserve jobs while keeping own-
ership local. They also support inclusion and community stability. But they remain difficult to scale 
due to limited technical assistance, inconsistent financing structures, and a lack of standardized 
guidance.

In recent years, a set of newer approaches has begun to emerge, widening access for a more di-
verse pool of potential buyers. Entrepreneurship through acquisition (ETA) programs, blended-capi-
tal search funds, and impact-oriented buyer accelerators train and finance entrepreneurs to acquire 
and operate smaller firms. These models demonstrate real potential, particularly for underrepresent-
ed demographics, but remain concentrated in elite networks and serve only a narrow slice of the 
overall market.

Across all these pathways, the central challenge is not willingness to buy but practical barriers in the 
buying process, such as sourcing viable opportunities, securing affordable financing, and accessing 
postclose support. The result is a two-tiered system: one where established investors navigate ma-
ture pathways with institutional support, while smaller and first-time buyers face an unpredictable, 
resource-intensive process that too often prevents ownership transitions (Exhibit 6). Unless these 
routes become more transparent, standardized, and supported, millions of otherwise viable firms will 
continue to face preventable closures rather than successful transitions.
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A latent economic mobility opportunity
The Great Ownership Transfer represents a rare opening for the US economy: a moment when an 
abundance of viable firms could drive renewal. For the first time, the country faces an oversupply of 
businesses for sale rather than a shortage, creating space for millions of new owners to step in and 
drive growth. Unlike housing, labor, or capital markets constrained by scarcity, this market is defined 
by an underutilized pipeline of productive assets ready to change hands.

Exhibit 6
Web <2026>
<OwnershipTransfer>
Exhibit <6> of <7>

1According to the US Small Business Administration, small businesses are de�ned as those with fewer than 500 employees. The US Census Bureau’s Annual 
Business Survey (ABS) is for all businesses, both small and large. The SBA notes that 99.9% of all businesses are small businesses, therefore we assume that all 
results from the ABS are applicable to small businesses.²Micro businesses (valued under $500,000). ³Emerging middle-market �rms (valued between $500,000 
and $2 million). ⁴Lower middle-market �rms (valued at $2 million to $25 million). ⁵Middle-market companies (valued between $25 million and $100 million). 
⁶Upper middle-market �rms (valued between $100 million and $1 billion).
Source: PitchBook; US Census Bureau Annual Business Survey; US Census Bureau Business Dynamic Statistics; US Census Bureau Statistics of US Businesses; 
McKinsey analysis
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If demand can be expanded—by increasing pathways to ownership, developing buyers at scale, and 
aligning transitions with workforce and community needs—the ownership transition wave could 
become one of the most powerful engines of economic mobility in the coming decade. Rural, Black, 
Latino, and female entrepreneurs especially stand to benefit, provided the systems that connect 
them to ownership are made visible and accessible.

Absent that expansion, current imbalances will remain. Millions of viable firms will face preventable 
closures because pathways to transitions remain fragmented and underdeveloped. The next decade 
will determine whether the Great Ownership Transfer becomes a $5 trillion opportunity for inclusive 
growth or instead results in an erosion of the small-business backbone that supports local econo-
mies throughout the United States.

The next decade will determine 
whether the Great Ownership Transfer 
becomes a $5 trillion opportunity for 
inclusive growth or instead results in an 
erosion of the small-business backbone 
that supports local economies.
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Buying and selling a small business is often harder than starting one because the systems that 
support entrepreneurship in the United States are currently built for founding companies, not 
transferring them. While the entrepreneurial ecosystem is optimized for start-ups—with incubators, 
accelerators, and technical assistance geared toward new firm creation—acquisition remains largely 
invisible, unstandardized, and unsupported. As a result, buyers, sellers, and intermediaries operate 
in a fragmented and opaque system that turns viable firms into missed opportunities rather than 
successful transitions.

The risk of turning 
opportunity into loss
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Across the ownership transfer journey, frictions are pervasive. Buyers and sellers struggle to find 
each other, assess deal quality, secure financing, and navigate complex processes without con-
sistent standards or reliable guidance. Aspiring entrepreneurs are rarely taught how to acquire 
firms, owners underestimate the preparation required to sell, and intermediary quality varies widely. 
Financing is slow, bespoke, and often inaccessible to first-time or lower-wealth buyers, while post-
close support for new owners is limited or nonexistent.

These challenges stem from several structural failures: broken markets for acquisition capital, 
fragmented business services, ecosystem institutions not designed for transitions, a missing bridge 
between small businesses and institutional capital, and a lack of early planning support for owners 
without strong networks. As a result, buyers and sellers struggle to connect, financing remains diffi-
cult to access, and advisory capacity serves only the upper end of the market. Institutional focus and 
funding have built a start-up funnel but not a succession funnel. Entry pathways, financing tools, 
and postclose support for acquirers remain patchy and underdeveloped. As a result, up to $5 trillion 
in enterprise value is at risk, millions of potential ownership transitions are stalled before they can 
begin, and a key pathway to wealth creation and economic mobility is cut off.

The following section examines these challenges across the five stages of the ownership journey, 
from aspiration to exit.

The five phases of the business acquisition journey
Ownership transfer is not a single transaction but a five-phase journey that unfolds over years and 
depends on the coordinated participation of a broad ecosystem of stakeholders. Across the process, 
banks and capital providers, corporate and anchor institutions, intermediaries and advisers, public 
agencies and philanthropy, and education and workforce institutions each play distinct roles. Yet the 
US market lacks the infrastructure to coordinate these roles across stages. The result is friction at 
every step: too few prepared buyers, too many unready sellers, and transaction and enabler chal-
lenges that provide too little connective tissue between the two.

Successful ownership transfer follows a predictable journey. Five stages—aspiration and prepa-
ration, search and sourcing, deal structuring and financing, ownership and value creation, and 
succession and exit—frame how ownership transitions are supposed to work and where the system 
currently breaks down. Each stage requires distinct decisions, capital, and ecosystem support. In 
practice, however, these actors often operate in isolation or enter too late. Fragmented systems and 
gaps in awareness, financing, data, and advisory support prevent otherwise viable businesses from 
changing hands.

Phase 1: Aspiration and preparation: Entrepreneurs don’t know acquisition is an option. Long 
before a deal is on the table, the pipeline of potential buyers and prepared sellers begins to narrow. 
The aspiration and preparation phase, where entrepreneurs first consider acquisition and owners 
first plan for succession, sets the conditions for every transition that follows. This is when buyers and 
sellers clarify their goals, assess readiness, and build leadership, financial, and operational capacity 
for a transition (Table 1).
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Yet today, this stage remains largely invisible and unsupported. “Most people don’t even realize that 
buying a business is an option until someone shows you that entrepreneurship through acquisition 
is possible,” said one founder of an investment firm that helps underrepresented entrepreneurs 
buy and scale existing small businesses. “Most entrepreneurs are taught how to start a business, 
not how to buy one, so they show up late and underprepared.” The result is a thin pipeline of ready 
buyers before the market even opens.

Phase 2: Search and sourcing: Buyers and sellers struggle to find each other. Once potential 
buyers and sellers are ready to engage, they encounter a market that rarely functions as one. The 
search and sourcing phase— when sellers bring opportunities to market and buyers identify poten-
tial matches through brokers, networks, or digital platforms—is marked by opacity and inefficien-
cy. Most SMB sales happen quietly, through informal networks and inconsistent data, rather than 
through transparent, trusted marketplaces. “A lot of exits never show up in a formal process,” says 
one ownership transition investor. “Owners talk to their accountant, a trusted adviser, or someone 
they already know. If that doesn’t work, the business may never really go to market.”

On the buyer side, high-quality deal flow is scarce and due diligence costly; on the seller side, few 
owners have professional representation or accurate financials to attract credible buyers. The result 
is a fragmented discovery process in which viable businesses stay hidden and prepared buyers 
struggle to find them (Table 2).
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Buyer challenges
	— Most entrepreneurs learn how to start a business, not how to acquire one.

	— Entrepreneurship through acquisition (ETA) remains a niche model concentrated in a few MBA programs.

	— Diverse and first-generation entrepreneurs often lack mentors or networks to help them pursue acquisition  
as a viable path.

	— Search and acquisition training is costly and limited to elite institutions, leaving few accessible on-ramps.

Seller challenges
	— Many owners underestimate how long it takes to prepare for a sale.

	— Few understand succession options such as Employee Stock Ownership Plans or family transfers.

	— Emotional attachment and fear of legacy loss delay decision-making and limit openness to new  
ownership models.

Transaction and enabler challenges
	— Business support organizations—such as small-business development centers, Service Corps of Retired 

Executives mentors, and community development financial institutions—focus heavily on start-ups rather  
than on acquisitions.

	— No consistent curriculum or ecosystem exists to build acquisition literacy and readiness among entrepreneurs  
or retiring owners.

Table 1

Key challenges at the aspiration and preparation phase



Phase 3: Deal structuring and financing: Financial barriers can kill deals. Even when a buyer and 
seller manage to find each other, the deal itself often stalls at the financing table. As a community 
development banking official told us, “We see viable businesses with real cash flow fail to transfer—
not because there isn’t a buyer or a business worth saving, but because the financing gap can’t be 
bridged.” The deal structuring and financing phase—when parties secure capital, negotiate terms, 
and complete diligence—is where opportunity most visibly collides with system constraints around 
financing and transaction costs.

For most small-business acquisitions, capital access remains slow, bespoke, and inequitable. One 
key product, the SBA 7(a) loan—a government-backed small-business loan program offering flexible 
financing through approved lenders—requires high equity, personal guarantees, and lengthy ap-
provals that few first-time buyers can meet. Seller financing, meanwhile, is inconsistent and difficult 
to negotiate, while diligence and legal costs consume a disproportionate share of small deals. Banks 
and lenders treat these transactions as one-offs rather than a scalable market, and community lend-
ers lack the products or funding to fill the gap. The result is a system built for exceptions, not scale, 
causing viable acquisitions to collapse for lack of capital rather than lack of potential (Table 3).

Buyer challenges
	— Very few small businesses use a formal broker or listing platform; the rest rely on informal networks and 

inconsistent data.

	— Rural and microbusinesses often never reach visible markets, leaving buyers unaware of good opportunities.

	— High-quality deal flow is limited, and due-diligence resources are costly and fragmented.

Seller challenges
	— Small and family-owned firms rarely engage professional intermediaries or advisers.

	— Many lack accurate, up-to-date financials, making it hard to attract credible buyers.

	— Sellers in smaller or rural markets face thin local buyer pools and little institutional support.

Transaction and enabler challenges
	— Broker networks vary widely in quality, with no credentialing or professional standards.

	— No central registry exists to connect ready buyers and sellers.

	— Intermediary incentives favor larger, higher-margin deals, leaving smaller firms invisible.

Table 2

Key challenges at the search and sourcing phase
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Phase 4: Ownership and value creation: New owners don’t have the scaffolding to succeed after 
acquisition. Even after a deal closes, the work of ownership is just beginning. New owners must 
stabilize operations, retain workers, and realize the business’s growth potential. Yet postclose  
infrastructure is often absent, leaving many buyers without support as they step into operating  
roles (Table 4).

Buyer challenges
	— SBA 7(a) loans remain the main product but require high equity and full personal guarantees.

	— Financing options for sellers are inconsistent and hard to negotiate.

	— Due diligence and legal costs are disproportionately high relative to deal size.

	— Black and Latino buyers face higher loan denial rates and smaller approved amounts.

Seller challenges
	— Many owners have unrealistic valuation expectations or lack understanding of market pricing.

	— Limited awareness of deal structures causes stalled negotiations or failed closings.

Transaction and enabler challenges
	— Banks and lenders treat small-business acquisitions as bespoke, one-off transactions.

	— No standardized templates or risk-sharing mechanisms exist to speed underwriting.

	— Community development financial institutions and community lenders could help, but they lack scale, 
standardized products, and sustainable funding.

Buyer challenges

	— New owners inherit operational complexity without access to structured support systems.

	— Many face “key-person risk,” relying heavily on the departing owner or one senior employee.

	— Workforce retention and culture continuity often falter after transitions.

Seller challenges
	— Sellers disengage quickly post-sale, leaving limited time for knowledge transfer.

	— Few have systems or documentation to guide new owners after closing.

Transaction and enabler challenges
	— Few postacquisition advisory programs or peer networks exist for small-firm operators.

	— The support ecosystem (for example, small-business development centers, chambers, technical centers)  
lacks a mandate or funding for postclose continuity.

	— Acquisition ecosystems have no equivalent to the accelerator aftercare that supports start-ups.

Table 3

Table 4

Key challenges at the deal structuring and financing phase

Key challenges at the ownership and value creation phase
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Buyers often inherit operational complexity without structured support or knowledge transfer, es-
pecially in firms long dependent on a single founder. As one Midwestern entrepreneur who bought a 
small business told us, “You can’t do due diligence on everything. After the deal closes, you inevita-
bly discover things you didn’t even know to ask about: processes, relationships, or risks that were 
never documented because the owner handled them personally.” Sellers typically disengage quickly, 
taking critical know-how with them.

Unlike the start-up ecosystem, where accelerators, mentors, and technical partners surround new 
ventures, the acquisition ecosystem offers almost no “aftercare.” Most small-firm operators face 
this stage alone, without advisory networks, shared back-office solutions, or workforce programs to 
sustain continuity. As a result, many promising transitions lose momentum just as success should 
compound, putting jobs, productivity, and community value at risk.

Phase 5: Succession and exit: Many sellers approach succession with too little, too late. By the 
time most owners reach the end of their tenure, the window for an orderly transition has already 
narrowed. The succession and exit phase exposes another gap in the system: Too many owners wait 
too long to plan. “Despite being closest to exit, many owners—especially baby boomers—are the 
least prepared,” says the Exit Planning Institute’s Snider. “Planning gets delayed because they’re so 
focused on running the business that exit strategy becomes an afterthought.”

Fewer than one in three small-business owners have a documented exit plan, according to the Exit 
Planning Institute’s 2023 National State of Owner Readiness Report. Many delay out of cost, uncer-
tainty, or emotional reluctance to let go. Without trusted advisers or local navigator programs, even 
well-run firms struggle to map a future beyond the current owner.

Family and partner dynamics often complicate decision-making, while in smaller markets, legal and 
accounting advisers often lack the experience to guide complex transfers. When owners signal too 
late, buyers cannot prepare, financing falls through, and viable firms close abruptly, erasing jobs, 
supplier relationships, and community wealth (Table 5).

Across all five phases of the ownership journey, the system fails to reduce friction, coordinate roles, 
or scale what works. Buyers face limited pathways, sellers lack readiness, intermediaries operate 
without standards, and capital markets underserve the middle of the economy. The result, as noted 
earlier, is a fragmented, opaque ecosystem that converts opportunity into preventable loss—where 
millions of viable businesses risk disappearing not for lack of value but for lack of systems that make 
ownership transfer routine and accessible.

Buyer challenges

	— Sellers rarely signal intent to sell early, leaving buyers and advisers little time to prepare.

	— Regions lack “succession navigator” hubs or clearinghouses to support proactive planning.

Seller challenges
	— Many delay planning due to cost, lack of awareness, or emotional reluctance.

	— Family and partner dynamics often complicate exit decisions and timelines.

Transaction and enabler challenges
	— Without early preparation, viable businesses close abruptly, erasing jobs, supplier relationships, and  

community wealth.

	— Legal and accounting advisers in smaller markets have limited experience managing ownership transfers.

Table 5

Key challenges at the success and exit phase
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The Great Ownership Transfer can be viewed as a looming risk: Millions of small-business owners 
aging out, insufficient successors, and an ecosystem unable to manage the scale of change ahead. 
But this demographic wave does not have to result in erosion. With the right system in place, it can 
become a powerful engine of renewal—preserving productive capacity, stabilizing supply chains, 
broadening ownership, and strengthening economic mobility across communities.

What stands in the way is not a lack of viable businesses or willing buyers but the absence of a 
coordinated market for ownership transfer. Today’s environment is fragmented across capital provid-
ers, advisers, corporate buyers, and civic institutions, each operating largely in isolation. The impact 
is most acute in the “missing middle”: firms that are too large for start-up programs yet too small for 
institutional investors. These businesses face limited access to acquisition finance, uneven readi-
ness for transition, inconsistent access to opportunity, and a patchwork of services that are difficult 
to navigate. Without intervention, many viable firms will simply close—even when successors exist.

Converting the Great 
Ownership Transfer into fuel
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A coordinated market for ownership transfer
Building a coordinated market for ownership transfer is therefore the central requirement for 
success. Such a market would clarify roles, align incentives, and provide shared infrastructure so 
that buying a business becomes as visible, supported, and scalable as starting one. If built effec-
tively—both nationally and locally—it would allow ownership transitions to happen routinely rather 
than episodically, preserving firms that anchor local economies and supply chains while expanding 
pathways to ownership for a broader range of entrepreneurs.

Importantly, this is not a theoretical agenda. Proven playbooks already exist, but they have not 
yet been translated to the scale demanded by the coming wave of transitions. ETA portfolios have 
demonstrated how derisked acquisition models can scale when capital and support are aligned. 
Corporations have shown how supplier preservation programs, which combine long-term demand, 
transition support, and strategic engagement, can stabilize critical vendors. Business-service 
providers have successfully bundled legal, tax, valuation, and advisory services to reduce friction. 
Civic institutions have piloted navigator hubs that help owners and buyers move through complex 
transitions. Together, these models offer the building blocks of a functioning market; what is missing 
is coordination.

Addressing the ‘missing middle’
The greatest leverage lies in addressing the challenges of the missing middle. The firms in this co-
hort represent a large share of employment, supply chain resilience, and local economic stability, yet 
they fall between existing systems of support. They are too complex for start-up-oriented programs 
and too small to attract institutional capital, leaving them exposed at precisely the moment when 
ownership transition becomes unavoidable.

If this middle tier is supported—through accessible capital, readiness assistance, bundled services, 
and clearer pathways to opportunity—viable firms will remain productive, workers will keep their 
jobs, supply chains will stabilize, and underserved entrepreneurs will gain access to ownership 
opportunities that have historically been out of reach. Addressing the challenges for this segment 
enables a coordinated market to deliver outsize economic and inclusionary impact.

Who needs to do what—and why it matters now
Whether the Great Ownership Transfer becomes a story of closure or renewal depends less on ab-
stract market forces than on the concrete actions taken by specific actors. Each holds distinct levers 
that shape whether ownership transitions will result in widespread firm closures or durable econom-
ic renewal. Below are the roles these actors can play, the steps they can take, and the implications 
of inaction:

Banking and capital providers. Banks, community development financial institutions (CDFIs), US 
Small Business Administration (SBA) lenders, and private credit and equity investors play a central 
role in determining whether ownership transfers can occur at scale. While demand for acquisitions is 
significant, existing financing models remain a primary constraint.

Key actions can include modernizing underwriting standards for small-business acquisitions; 
standardizing products for sub-$10 million transactions; and reducing equity barriers through 
guarantees, blended-capital structures, and risk-sharing mechanisms. Pairing capital with postclose 
support can further improve repayment and survival outcomes for first-time owners.
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If capital providers adapt their products and risk frameworks, they can unlock a scalable asset  
class anchored in stable cash flows and real-economy outcomes. Without change, many otherwise 
viable transactions will remain unfinanceable, suppressing demand and accelerating unnecessary 
firm closures.

Corporate buyers and anchor institutions. Corporate buyers and large anchor institutions are 
exposed to ownership transitions through their supplier and contractor networks, where retirements 
represent an underrecognized supply chain risk.

Key actions can include identifying at-risk suppliers earlier; using procurement levers such as mul-
tiyear contracts, volume commitments, or co-investment to improve financing viability for successor 
owners; and, where appropriate, pursuing strategic acquisitions to preserve critical capabilities. 
Aligning ownership transition strategies with supplier diversity, resilience, and local economic devel-
opment goals can further amplify impact.

Proactive engagement allows corporates to stabilize supply continuity, quality, and local economic 
ecosystems. Absent engagement, preventable supplier failures, emergency replacements, and ero-
sion of supply chain resilience become more likely.

Business ecosystem intermediaries and advisers. Intermediaries and advisers in the business eco-
system—such as CPAs, platforms, brokers, and lawyers—play a critical role in reducing friction and 
enabling scale in the ownership transition market. Today, high transaction costs, fragmentation, and 
inconsistent quality limit participation, particularly in smaller deals.

Key actions include professionalizing small-deal infrastructure through bundled service offerings, 
adopting shared standards and data practices, improving visibility via registries and platforms, and 
providing structured postclose support to stabilize newly transferred firms.

As the ecosystem reduces friction and improves reliability, ownership transfer can shift from a be-
spoke process to routine infrastructure. Without such changes, fragmentation will continue to bias 
outcomes toward larger transactions and leave many small businesses unable to transition.

Public sector and philanthropy. Civic institutions—including public agencies, philanthropies, and 
community organizations—influence ownership transitions through their ability to help those in the 
ecosystem plan ahead, align incentives, and coordinate across economic and workforce develop-
ment and policy initiatives.

Key actions include embedding succession and exit readiness into mainstream small-business and 
economic-development programs years before owner retirement; incorporating acquisition readi-
ness into workforce and sector-based initiatives that prepare managers, employees, and operators 
for ownership; and using administrative and regional data to anticipate retirement-driven exit risk 
by sector and geography. Public agencies and civic convenors can further reinforce these efforts 
through navigator hubs and coordinated technical-assistance networks, while aligning grants, tax 
incentives, procurement preferences, and technical assistance to reward early preparation, continui-
ty of operations, and gradual ownership transfer.

When these actions are coordinated early, communities are better positioned to retain employers, 
preserve local tax bases, and sustain essential services. Without coordination, many otherwise 
viable firms are likely to close due to timing and system failures rather than business fundamentals—
leading to avoidable job losses and more reactive, higher-cost public interventions downstream.
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Educational and workforce institutions. Educational and workforce institutions influence who  
enters the ownership pipeline long before transactions occur, shaping the depth and diversity of 
future buyers.

Key actions include integrating acquisition, succession, and employee ownership into entrepre-
neurship curricula; highlighting ownership transfer as a viable pathway for operators, workers, and 
veterans; and aligning training programs with postacquisition capability needs.

Expanding awareness of ownership pathways broadens economic mobility and strengthens the 
future buyer pool. Without normalization, acquisition will remain underrepresented relative to start-
ups, perpetuating buyer shortages and limiting transition capacity.

Converting transition risk into a renewal agenda
When these groups act together, the Great Ownership Transfer becomes more than a risk mitiga-
tion exercise. Coordinated action could preserve up to $5 trillion in enterprise value, protect jobs, 
stabilize supply chains, and unlock new pathways to ownership for historically underserved en-
trepreneurs. Over time, a functioning market for ownership transfer becomes self-renewing: Each 
successful transition strengthens the infrastructure, expands the pool of experienced owners and 
advisers, and makes the next transition easier.

Seen through this lens, the Great Ownership Transfer is not merely a transition agenda: It is a renew-
al agenda. It offers the opportunity to replace a fragile, exclusionary system with one that regen-
erates local businesses under new leadership, investment, and ideas. If the country succeeds, this 
demographic wave will be remembered not as a period of widespread closures but as the inflection 
point when business ownership became a broader pathway to mobility—and when the small-busi-
ness economy learned to renew itself at scale.
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If managed well, the Great Ownership Transfer could prove transformative, unlocking a new era of 
economic renewal, inclusive ownership, and institutional strength across the US economy. Rather 
than allowing millions of viable firms to shutter as owners retire, a functioning ownership transition 
market could preserve up to $5 trillion in enterprise value, keep up to 12 million jobs in place, and 
protect about $250 billion in annual local spending power. For rural and midsize communities in 
particular, continuity of small manufacturers, trades firms, and service providers would help anchor 
tax bases, stabilize supply chains, and reinforce regional economic resilience. Nationally, sustaining 
these transitions could support GDP growth and innovation capacity during a decade of profound 
demographic change.

Opportunity to renew 
American enterprise
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Beyond continuity, this moment creates a rare opening to broaden who participates in own-
ership and wealth creation. With the right acquisition ecosystem in place, business ownership 
could become attainable for thousands of rural, Black, Latino, and female entrepreneurs—closing 
long-standing participation gaps and potentially generating $2 trillion to $3 trillion in new household 
wealth (Exhibit 7). Employee and community ownership models could further ensure that profits 
circulate locally, preserving jobs and strengthening civic stability. Over time, business ownership 
could shift from a privilege largely reserved for those with inherited capital to a mainstream pathway 
to economic mobility, making the economy more innovative, more representative, and more resilient.

Realizing this potential will require more than isolated transactions; it demands durable institutional 
capability. Coordinated data systems, credentialed intermediaries, and standardized financing  
products could form the backbone of a mature ownership transfer market. Public and private  
lenders—from the SBA to CDFIs to commercial banks—would be able to rely on consistent under-
writing frameworks and transparent performance data. Professional and advisory networks could be 
trained to manage ownership transitions as routinely as start-ups or real estate transactions. Over 
time, policy, education, and capital systems could become permanently aligned around business 
continuity and inclusive growth—creating an ecosystem that endures well beyond the current  
demographic wave.

Exhibit 7
Web <2026>
<OwnershipTransfer>
Exhibit <7 > of <7>

1Baseline average is the total wealth captured (of the $3.1–$4.6 trillion) multiplied by the percentage of small and medium-size businesses owned by demo-
graphic. Increased participation represents this same total wealth captured if the group were to achieve US demographic parity (eg, Black parity is 13%).
Source: Small Business Administration; US Census Bureau Annual Business Survey; US Census Bureau Business Dynamic Statistics; US Census Bureau Statis-
tics of US Businesses; McKinsey analysis

Cumulative wealth captured, by key demographic, by scenario, 2026–35,¹ $ trillion

Closing participation gaps can shape who bene�ts from the Great 
Ownership Transfer.
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The long-term prize is a self-renewing economy. Within a decade, buying a business could be as 
common, visible, and supported as starting one. New and diverse owners would build on the lega-
cies of retiring entrepreneurs, sustaining jobs while innovating for the future. Each successful tran-
sition would seed the next, forming a continuous cycle of local investment, leadership development, 
and opportunity. In this future, the Great Ownership Transfer becomes not just a handoff of assets 
but a blueprint for how the US economy renews itself generation after generation.

Ultimately, this is more than a demographic event; it is a test of institutional readiness and imagina-
tion. The choices made now will shape who owns—and who benefits from—American enterprise for 
decades to come. If mishandled, the transition risks eroding productive capacity, community wealth, 
and the diversity of ownership that underpins innovation and resilience. If managed well, it can cata-
lyze a generation of new owners, strengthen local economies, and embed inclusion into the nation’s 
economic fabric. Investing now—in data, advisory capacity, capital access, and buyer development—
can ensure that retiring owners pass on not just their businesses but the foundation of the next era 
of American prosperity.

Ken Yearwood is a partner in McKinsey’s Chicago office, where Nathan Marks is a consultant; 
Shelley Stewart III is a senior partner in the New York office and is chair of the McKinsey Institute 
for Economic Mobility; and Nick Noel is an associate partner in the Washington, DC, office.

The authors wish to thank Cecilia Martin Garcia, JP Julien, Kadija Yilla, Kelemwork Cook, and  
Mimi Verdonk for their contributions to this report. We are also grateful to the many small-business 
buyers, sellers, advisers, and investors who took the time to share their experiences and expertise 
with us.

This article was edited by Christine Y. Chen, a senior editor in the Denver office.

Within a decade, buying a business 
could be as common, visible, and 
supported as starting one.
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