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We based the following report and underlying data on proprietary information from our M&A platform ITechQUITY, which includes more than 60,000 IT companies and 20,000 transactions over the last 22 years.


I. [bookmark: _Toc230694404]Executive Summary 
Over the past two decades, the M&A landscape has revealed clear and measurable patterns in when and why business owners decide to sell. By analyzing transaction data spanning 22 years, we found that a distinct relationship emerges between an owner’s age, the age of the company, and the company’s size - each playing an important role in shaping the probability of a sale.

The analysis in this report explores these trends in detail - quantifying how ownership demographics, firm maturity and scale intersect to influence transaction timing. The goal is to provide business owners, investors, and advisors with a data-driven perspective on when companies are most likely to enter the market and why.
[bookmark: _Toc230694405]Key Insights
Analysis of the dataset revealed the following findings:

	1
	Firms sell at operational maturity - not infancy or decline.
Younger companies often transact for growth or liquidity, while mature businesses typically change hands as part of succession planning or strategic repositioning. More than half of transactions involve companies between 6 and 20 years old. In the MSP segment, the peak range extends to 11–25 years.



	2
	Owner age is the strongest predictor of sale timing.
Exit probability rises materially after age 45 and peaks between ages 55 and 65, regardless of company size. Owners aged 65–70 and older show a significantly lower probability of selling, likely reflecting anchoring to legacy, estate planning complexity, or reduced urgency.



	3
	Scale accelerates liquidity readiness.
Company size shapes both motivation and timing. Companies with 50–100 employees sell earlier in their lifecycle than smaller firms, reflecting heightened buyer demand once “critical mass” is achieved. Sub-$10M revenue firms exhibit the highest turnover rates, with owners often responding to personal liquidity needs or limited scalability. Mid-market firms ($25–250M) display lower but more strategically driven sale rates, often tied to private equity cycles. Transactions among larger private firms ($250M+) are typically event-driven, following inflection points in valuation, market share, or succession readiness.



	4
	The average employee count at sale has declined since 2013.
Automation, recurring revenue models, and private equity platform activity have lowered the effective minimum scale threshold for attractive exits. Buyers increasingly favor lean, process-driven operations over headcount.



	5
	A structural shift toward 21-30-year-old firms selling has emerged post-2020.
This reflects the demographic aging of first-generation IT founders and a maturing industry landscape in which established operators are reaching natural exit windows simultaneously.



	6
	The total number of active IT Services and MSP firms with more than 10 employees has been decreasing since 2021.
The market is consolidating. Fewer new entrants are replacing the companies that exit, signaling a structural shift from a growth market to a mature, winner-take-most competitive environment.




	Peak sale probability occurs when firms are old enough to have operational maturity (10-20+ years) but not so old that they are obsolete, overly linked to legacy operations, or in decline. Buyers increasingly assess maturity - processes, contracts, revenue models - rather than simply when a company was founded.



Data does not determine when a founder should sell. But over two decades, clear behavioral patterns emerge. Understanding where a company sits within these patterns can materially improve exit timing decisions. Owners who recognize the signals; approaching age 55-65, company aged 10-25 years, recurring revenue well established, and headcount at or above 20, are best positioned to act strategically rather than reactively.
[bookmark: _Toc230694406]Structural Forces Reshaping IT M&A
Our analysis reflects and helps explain several significant long-term trends that are reshaping transaction activity across the IT services landscape:

	A
	Demographic Transition of Founders



The average age of IT services company founders has increased steadily over the past two decades. Baby Boomer founders who launched firms in the 1990s and early 2000s are now approaching or entering traditional retirement age. This demographic wave is producing a structural surge in succession-driven sales that is expected to persist through the late 2020s, as thousands of first-generation owners reach their peak exit window simultaneously.

	B
	Market Maturity and Consolidation



The number of active IT services companies peaked in 2020. In the post-COVID period, new startup formation has slowed while consolidation has accelerated. The result is a market transition from fragmented growth to concentrated maturity - characterized by fewer but larger players, higher barriers to entry, and a winner-take-most competitive dynamic. MSPs are experiencing this consolidation more intensely than the broader IT services category.

	C
	Private Equity Saturation



The private equity landscape for IT services has transformed dramatically. Where a handful of PE groups were active in this segment in 2003, more than 200 groups are active today. This saturation has driven earlier exits, compressed minimum deal sizes, and accelerated roll-up strategies - all of which have lowered the effective threshold for what constitutes an “attractively sized” transaction. Founders no longer need to reach a certain revenue milestone to attract institutional buyers.

	D
	AI and Automation Pressure



Artificial intelligence and workflow automation are reducing the headcount required to operate at scale. Buyers now actively favor companies with automated processes, high revenue per employee, and minimal dependency on manual labor. This shift has made lean, well-instrumented MSPs more attractive than larger but operationally inefficient firms - and has compressed the employee count threshold at which companies become acquisition-ready.
The following graphs summarize the total number of currently active IT companies and total number of transactions over the years. 
[bookmark: _Toc230694407]Transaction Volume Cycles (2003-2025)
The 22-year dataset reveals five distinct M&A transaction cycles:

	Period
	Characterization

	2003–2008
	Strong growth; pre-financial crisis expansion driven by managed services adoption

	2009–2012
	Compressed valuations and delayed exits following the global financial crisis

	2013–2019
	The golden age of IT services M&A; cloud adoption, staff shortages, and institutionalization of recurring revenue drove sustained deal flow

	2020–2022
	COVID-driven explosion in MSP and cybersecurity deals, accelerated by remote work demand, digital transformation budgets, and abundant PE dry powder

	2023–2025
	Contraction, normalization, and increased buyer selectivity; deal volume stabilizing near pre-COVID baselines with greater emphasis on quality and profitability



Several developments correlate with these cycles and reinforce their dynamics:
1. Managed services recurring revenue becomes institutionalized as a valuation driver
1. Cloud adoption creates acquisition booms as larger players seek to absorb cloud-ready smaller firms
1. Staff shortages push larger MSPs toward acqui-hire strategies, buying smaller firms primarily for their technical talent
1. Valuation bands widen, with top performers attracting premium multiples while average performers face compression


	Importantly, while total transaction volume fluctuates materially across cycles, the structural age/size/owner patterns remain stable. Cycles influence timing windows - but structural behavioral patterns persist.



Number of active IT services companies 
The following charts show the total number of active IT Services companies tracked in our platform as well as the subset of MSP companies, along with relative trends between the two categories.

Total IT Services Companies
The number of active IT services companies rose from just below 20,000 in 1997 to a peak of slightly above 50,000 in 2019. Beginning in 2020, likely driven by accelerated consolidation during the COVID years, the count began declining, falling to just below 50,000 by 2025. This trajectory reflects both the structural maturation of the market and the pace of acquisition activity absorbing smaller, independent operators.


Total Active MSPs
Like the broader IT services category, the total number of active MSPs peaked at the beginning of 2020 and continued to decrease. The pattern reflects tougher competition as the COVID-era tailwinds recede, combined with higher barriers to entry and fewer viable startup opportunities in a market increasingly dominated by scaled platforms.


MSP Decline vs. Broader IT Services
The rate of decline among MSPs exceeds that of the total IT services population, likely driven by the high concentration of PE-backed consolidation in the MSP sector specifically. Managed services, with their predictable recurring revenue, have attracted disproportionate acquirer interest, accelerating the pace at which independent MSPs are absorbed into larger platforms.




With regard to active MSP vs IT services companies, the graph above shows that the number of MSPs is declining more rapidly than the total number of IT services firms, likely driven by the high levels of consolidation seen in the MSP sector in recent years. 

The following charts show that at the end of 2025 the vast majority of overall IT services companies and MSPs have between 11 and 50 employees and are 16 – 25 years old.








Finally, below is a summary of total number of transactions since 2020



This chart shows the surge in M&A transactions during the COVID years, as buyers increasingly sought out IT-related businesses. The number of sales normalized in 2023 and 2024, falling slightly above the 400 transactions consummated in 2020. 

Continue reading for the full report on the following metrics:
II. Company Age at Sale
III. Company Size at Sale
IV. Owner’s Age at Sale


[bookmark: _Toc230694408]Methodology
Data Source
This report is based on structured transaction and company-level data from our proprietary ITechQUITY platform. The dataset includes:
1. More than 60,000 IT companies across all IT services and MSP categories
1. Approximately 20,000 documented transactions
1. 22 years of longitudinal transaction data (2003–2025)
1. Analytical categories: owner age ranges, company age, company size (revenue and employee count), and deal volume trends
1. U.S.-based transactions; deal types include asset sales, stock sales, and mergers across the lower middle market

Why This Dataset Matters
The ITechQUITY database represents one of the deepest structured datasets available for lower-middle-market IT services transactions. Three attributes make it particularly valuable for this type of analysis:

	Consistent categorization
	Uniform classification across 22 years is rarely achieved in M&A research and enables meaningful longitudinal comparisons that point-in-time datasets cannot support.

	Scale and coverage
	With 60,000+ companies and 20,000 transactions, the dataset is large enough to support statistically meaningful probability analysis across age, size, and owner demographic segments.

	Longitudinal depth
	The 22-year span captures multiple economic cycles, allowing structural behavioral patterns to be distinguished from cyclical noise - a critical distinction for practitioners advising on exit timing.



The dataset enables normalized probability analysis rather than anecdotal generalization - offering a rare longitudinal view of structural M&A behavior in the IT services market.


[bookmark: _Toc230694429]V.	Implications for Founders
________________________________________________________________________________
The data - drawn from hundreds of transactions over more than two decades - reveals a recurring pattern: companies sell when three curves intersect.
[bookmark: _Toc230694430]The Three Curves
1. Operational maturity - the business can run without the founder at the center of every decision.
1. Attractive valuation environment - market conditions and buyer appetite align.
1. Founder readiness - the owner is psychologically and financially prepared to transact.
When all three align, exits happen. When one is absent, deals stall or fail to launch at all.
[bookmark: _Toc230688773][bookmark: _Toc230694431]Key Implications for Planning
1. Exit planning should begin 3–5 years before intended liquidity. Buyers reward businesses that have been deliberately prepared for sale - not businesses that happen to be for sale.
1. Operational maturity matters more than chronological age. A 12-year-old firm with founder-dependent revenue is less attractive than a 7-year-old firm with documented processes and recurring contracts.
1. Scale increases optionality. Larger firms attract more buyer types - strategic acquirers, PE platforms, and family offices - which creates competitive tension and better terms.
1. Owner age remains the most predictive driver of transaction probability. More than company size, sector, or market conditions, the founder’s own lifecycle drives deal timing.
1. Post-65 sale probability declines sharply. Energy, negotiating stamina, and willingness to navigate complex deal processes all diminish with time - and buyers sense it.

Timing risk increases when founders delay planning beyond their peak exit window. The window is real, measurable, and finite.

[bookmark: _Toc230694432]

VI.	Conclusion
After 22 years of IT services M&A data, one conclusion stands above the rest: the decision to sell is personal, but the conditions that determine whether a sale succeeds - and at what price - are structural and, to a meaningful degree, predictable.
[bookmark: _Toc230688775][bookmark: _Toc230694400][bookmark: _Toc230694433]What the Data Shows
1. Buyers value operational maturity over chronological age. A well-run younger company will consistently outperform an older firm still dependent on its founder.
1. Companies now sell at smaller team sizes than they once did. Automation and cloud delivery have compressed the headcount required to achieve exit-ready scale.
1. Post-COVID market dynamics have shifted probability toward older, more established companies. Risk appetite among buyers tightened; demonstrable resilience became a premium attribute.
1. Owner age remains the single most predictive variable of sale timing - more reliable than revenue size, market conditions, or company age.
[bookmark: _Toc230688776][bookmark: _Toc230694401][bookmark: _Toc230694434]What the Next Five Years May Bring (2025–2030)
1. AI will shorten growth cycles, enabling younger companies to reach exit-ready scale faster - and triggering more transactions at earlier company ages.
1. MSP roll-up strategies will continue consolidating the small end of the market, as PE-backed platforms seek to add recurring revenue at scale.
1. Aging founder demographics may produce the largest wave of IT services exits ever recorded. The Boomer cohort that built firms during the early expansion of managed services is now entering late-career succession phases simultaneously.
1. Valuation bifurcation will widen. Top-quartile MSPs - those with strong recurring revenue, low client concentration, and management depth - will command premiums that the rest of the market cannot access.
[bookmark: _Toc230688777][bookmark: _Toc230694402][bookmark: _Toc230694435]

The Forces Reshaping the Exit Landscape
Several structural shifts have already altered exit dynamics and will continue to do so:
Demographic Transition. Boomer founders who built firms during the early IT expansion are now entering succession phases - not by choice in every case, but by arithmetic.
Market Maturity. The total number of active IT services companies appears to have peaked around 2020. Consolidation has modestly but steadily reduced the active population since.
Private Equity Saturation. The number of PE groups active in IT services has expanded dramatically over two decades, lowering deal-size thresholds and accelerating acquisition velocity. Competition among buyers has structurally benefited sellers.
Automation and AI. Cloud delivery models and AI-assisted operations reduce headcount intensity, allowing smaller firms to achieve the operational scale - and exit readiness - that once required significantly larger teams.
Over 22 years of IT services M&A activity, structural patterns consistently emerge. Market cycles influence transaction velocity, but the relationship between owner age, company maturity, and scale remains remarkably durable across conditions.
Data does not dictate whether a founder should sell.
But it does illuminate patterns - and patterns reduce regret.
Understanding where your company sits within the age-size-owner equation is not an academic exercise. It is one of the highest-leverage strategic decisions a founder can make.
Active MSP Companies

MSP	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	5865	6479	7075	7767	8445	9049	9627	10178	10741	11220	11723	12241	12740	13150	13591	13976	14330	14661	14969	15247	15476	15616	15683	15641	15476	15337	15207	15112	


Active MSP vs. IT Services Companies by Year
(25-100 employees)

IT Services Total	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	16704	17304	17949	18528	19069	19537	19951	20196	20307	20188	19779	18990	17771	16280	14578	MSP Total	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	5073	5207	5329	5450	5550	5627	5712	5749	5757	5732	5612	5383	4989	4498	3912	Year


Companies




Active Companies by Size on 12/2025
MSP / IT Services

MSP	0-10	11-50	51-100	101-150	151-200	201-500	501-1,000	>	1,000	2653	7675	2099	942	537	1117	480	617	IT Services	0-10	11-50	51-100	101-150	151-200	201-500	501-1,000	>	1,000	6721	22702	9358	4485	2495	4884	1985	2881	



Active Companies by Age on 12/2025
MSP / IT Services
(<30 years old)

MSP	<	5 years	6-10 years	11-15 years	16-20 years	21-25 years	26-30 years	286	1362	1966	2601	3110	2736	IT Services	<	5 years	6-10 years	11-15 years	16-20 years	21-25 years	26-30 years	837	5241	8383	9480	9538	8668	



Number of IT Services companies 
sold over the last years 

Count	2020	2021	2022	2023	2024	438	870	903	580	520	


Active IT Services Companies

Companies	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	19822	21844	23806	25888	27831	29700	31474	33268	35042	36837	38655	40523	42461	44082	45887	47396	48864	50202	51353	52277	52943	53161	52992	52022	50463	49100	48070	47428	
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