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By multiple measures, the U.S. small business 
environment is thriving. BizBuySell reported that 2016 
was a record year for business-for-sale transactions 
and 2017 is on pace to reach new heights. A strong 
economy, coupled with pro-business regulatory 
changes, has small business owners feeling positive 
about the small business market. According to the 
National Federation of Independent Business (NFIB), 
small business owner optimism has been on a hot 
streak in 2017 not seen since 1983.¹  For some owners, 
like retirement seeking Baby Boomers, this a great 
opportunity to cash out and take advantage of the hot 
market. For others, it’s a perfect time to enter business 
ownership or even expand into new markets. 

Introduction

Five years ago, BizBuySell conducted a study to 
learn about the expenses small business owners 
incur during four important phases of ownership – 
buying, starting, selling and expanding a business. 
With small business indicators steadily rising since 
then, BizBuySell again surveyed 1,200 owners to 
determine how spending has changed from a time 
of far less economic certainty. The study is based on 
an estimated 520,654 businesses that change hands 
each year, using 2014 U.S. Census data and BizBuySell 
business turnover assumptions. ² 
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Total spending is up: small business owners spend 
$42 billion annually on supplier services and 
products in the year before and after a business is 
sold, an 18 percent increase from the $35.5 billion 
recorded when the survey was last conducted, in 
2012.³ 

Owners spend the most during the first year 
of buying and starting a business, spending on 
average $90,532 and $74,597, respectively.

Both buyers and sellers invest the most in 
accounting, payroll and HR services, collectively 
spending $8,956 on average in the first year  
of business ownership and $4,100 in the last  
year, respectively.

Buyers and sellers underestimate small business 
taxes the most, while insurance is their least  
liked expense. 

Depending on the product in question, small 
business owners rely on word-of-mouth referrals, 
pricing and brand recognition to evaluate new 
vendors and suppliers. 

Customer loyalty influences decision-making, so 
vendors should work to establish a relationship 
with future owners to establish lifelong customers. 
Using insurance providers as an example, 33% 
of owners in the middle of expansion increased 
usage of existing products, while just 7 percent 
switched suppliers.

Key findings from  
the research include:
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Small business spending has gradually increased over 
the last five years, with buyers and sellers currently 
spending approximately $42 billion annually on 
service suppliers and product vendors. Within the first 
year of business ownership, BizBuySell estimates that 
buyers lead the way and spend more than $27 billion 
in aggregate on supplier services and products  
(a 3.8 percent increase from 2012), an average of 
$90,532 per business. 

Buyers drive majority  
of business spending

As the number of small businesses available for 
sale continues to rise (up 21 percent from 2012), 
the amount business owners invest in preparing 
their business for sale has also increased.4  Today, 
small business sellers spend $14.9 billion in the year 
leading up to the sale (up 57 percent from 2012), or 
an average of $24,413 per business, with the actual 
selling process typically taking at least six months to 
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complete.5  Investing in marketing and advertising 
services can help sellers attract more customers and 
make their business more valuable once they go to 
market. Last-minute equipment upgrades, a growing 
customer base and a push to improve existing services 
can also help sellers appeal to prospective buyers. 

While buyers and sellers prioritize different 
expenditures during these transactions, both groups 
agree that insurance is their least liked expense.

$8,956

$8,567

$8,138

$5,750

$4,765

$3,115

$3,402

$3,668

$3,485

$2,184

Average Spend by Category

Buyers (12 months after purchase) Sellers (12 months before sale)

Accounting, payroll 
or HR services

$4,100
$13,056

$2,863
$11,430

$2,708
$10,846

$3,633
$9,383

$2,626
$7,391

$4,087
$7,202

$3,463
$6,865

$1,549
$5,217

$1,721
$5,206

$1,954
$4,138

Insurance

Utilities

Marketing and 
advertising services

Financial

Travel and 
hospitality 

Computer hardware 
and software

Shipping and 
courier services

Office supplies, 
equipment  

and furniture

Telecommunications

Aggregate Spend (buyers and sellers combined)

Buyer & Sellers’ Top 3  
Least Liked Expenses

costs small businesses 
$5.9 billion

costs small businesses 
$5.6 billion

Insurance

Financial services
(account setup, monthly 
fees, processing, etc.) 

costs small businesses 
$3.8 billion

Utilities
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Relationships with vendors and service providers 
depend heavily on which stage of ownership a 
business owner finds him or herself in. Within the first 
year of purchasing a business, most owners add a new 
vendor and continue to use their existing vendors, but 
some will switch suppliers. The latter is especially the 
case when it comes to insurance, telecommunications 
and financial services. In the case of financial services, 
for example, 33.8 percent of buyers look to add a new 
vendor compared to just 18.7 percent of buyers who 
increase usage of existing providers. 

On the other hand, owners in the middle of expanding 
their business are likely to increase their use of existing 
products, and very few consider switching suppliers. 
This shows the importance of customer loyalty in 
decision-making and the equal importance for 
vendors to establish a relationship with future owners 
before they buy a business. 

Relationships with vendors 
and service providers What percentage of owners increased 

usage of existing products?

Accounting, payroll and HR services
16%

14%

19%
16%

19%
16%

16%
10%

11%
10%

Office supplies

Financial services

Telecommunications

Computer hardware and software
19%

11%

24%
11%

22%
10%

20%
11%

30%
10%

Shipping and courier services

Insurance

Travel and hospitality

Marketing and advertising services

Utilities

Buyers (12 months after purchase)
Sellers (12 months before sale)
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How much businesses 
spend on insurance:

Top 3 services 
determined by referrals

Top 3 services 
determined by price

1. Financial Services

2. Insurance

3. Accounting and Payroll

1. Office Supplies

2. Telecommunications

3. Shipping and Courier Services

1. Computer Hardware and Software

2. Telecommunications

3. Office Supplies

Top 3 services determined 
by brand recognition

$2.9 billion
Within first year of  
starting a business

$4.4 billion
Within first year of 
purchasing a business

$2 billion 
During business expansion

The criteria small business owners rely on for vendor 
selection is also contingent on the service or product in 
question. Most owners hunt for low-price vendors when 
it comes to office supplies and shipping, but are more 
discerning with who they trust to handle their accounting 
and insurance needs. Business owners are likely to vet 
their financial service providers to ensure their employees’ 
personal and financial information is in the right hands 
rather than going with vendors offering the best deal. 
When it comes time to select computer hardware and 
software, however, most small businesses depend on brand 
recognition to influence their final decision.

What percentage of owners added new 
suppliers in addition to existing vendors?

Accounting, payroll and HR services
31%

13%

34%
14%

35%
15%

21%
8%

19%
10%

Office supplies

Financial services

Telecommunications

Computer hardware and software
30%

10%

43%
11%

33%
11%

29%
10%

31%
10%

Shipping and courier services

Insurance

Travel and hospitality

Marketing and advertising services

Utilities

Buyers (12 months after purchase) Sellers (12 months before sale)

$

c
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47%

42%

For the most part, small business owners across the 
four Census regions (Northeast, South, Midwest and 
West) share similar spending behaviors. That said, 
there are several nuances surrounding how business 
owners in different locations attempt to minimize 
spending and which costs they underestimate most. 

While owners in all four regions agree taxes are their 
number one underestimated business expense, there 
are a couple of regional differences in the Northeast 
and the Midwest. Both regions report equipment 
maintenance and upgrades as their second most 
underestimated expense, and an additional 29 percent 
of Midwestern small business owners rank employee 
benefits as a frequently unexpected cost.

How geography and 
industry influence 
business spending

In order to cut costs, most small business owners first 
try to renegotiate contracts with their service providers 
and then look for tax deductibles to maximize savings. 
Regional comparisons also reveal additional ways 
businesses attempt to cut costs. For example, 38 
percent of businesses in the Northeast take advantage 
of energy saving initiatives and 29 percent of Western 
businesses have adopted automation technology to 
help reduce expenses.

Top 3 ways of cutting costs (nationally)

Forego traditional 
marketing costs for word-
of-mouth or free services

Renegotiate contracts 
and service charges

Look for tax deductibles

Taxes

Top 3 most underestimated expenses

Permits, licenses 
and dues

Equipment 
maintenance  
and upgrades

37% 29% 29%

36%
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Breakdown by industry

BizBuySell examined small business expenses 
across four of the largest sectors listed by survey 
respondents, including retail, manufacturing, 
restaurants and services. Across the four industries, 
insurance again tops the list of least liked expenses 
while underestimated expenses and employee 
benefits differ depending on the business sector. 

While the majority of small business owners across 
industries continue to overlook the true impact of 
taxes, restaurant owners list equipment maintenance 
and upgrades as the cost they underestimate the 
most. Owners in more B2C sectors such as retail and 
hospitality are also more likely to cite credit card fees 
as an underestimated line-item.  

Other business expenses come in the form of benefits 
offered to employees. Small business owners utilize 
monetary bonuses, discounts on products and 
services, and paid vacations as the primary workforce 
benefits, rarely offering company-backed insurance. 
As small business competition heats up and the cost 
of hiring swells, owners will need to consider which 
employee benefits to prioritize to attract top talent.

Top 3 Most Underestimated Expenses

Retail

Taxes

Equipment 
maintenance/upgrades; 
Credit card fees

Permits, licenses  
and dues

35%

24%

19%

Manufacturing

Taxes
50%

Employee benefits; 
Customer payment 
delays

36%

Equipment 
maintenance/upgrades

28%

Restaurant

Equipment 
maintenance/
upgrades

Taxes

Credit card fees

44%

37%

36% Permits, licenses  
and dues

Services

Taxes

Customer 
payment delays

39%

32%

31%

Discount on 
products/
services

Top 3 Employee Benefits Offered by Industry

Retail

Manufacturing

Restaurant

Services

Discount on 
products/
services

Paid 
vacations, 
holidays, 
sick leave

Monetary 
bonuses

Monetary 
bonuses

Paid 
vacations, 
holidays, 
sick leave

Monetary 
bonuses

Discount on 
products/
services

Paid 
vacations, 
holidays, 
sick leave

Monetary 
bonuses

Retirement 
plans

Paid 
vacations, 
holidays, 
sick leave

39% 32% 31%

71% 63% 43%

49% 47% 30%

49% 38% 20%
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Small business spending has gradually increased 
over the last five years and is expected to grow as 
more buyers and sellers enter the business-for-sale 
market. Based on these findings, there are a few key 
considerations business owners, prospective buyers 
and service providers need to be aware of:

Small business owners have tremendous buying 
power: Spending approximately $42 billion 
annually on products and services in the year 
before and after a business is sold, small business 
owners represent a large financial opportunity 
for vendors. As buyers and sellers ramp up their 
spending each year, vendors should refine their 
marketing approach and tailor their offerings to 
better appeal to small businesses.

Entrepreneurs must prepare to invest heavily 
within the first year of ownership: As expected, 
the majority of small business owners invest the 
most in their businesses early on, with an emphasis 
on accounting, payroll and HR services. But as 
competition within the small business market 
intensifies, business owners looking to sell may 
need to ramp up their investments in order to 
attract qualified buyers. 

Insurance remains the least liked expense 
across all business owners: Among business 
owners’ least liked and most underestimated 
expenses categories, insurance, financial services, 

utilities and taxes reign supreme. The negative 
sentiment toward insurance and taxes could be 
the result of restrictive rules and regulations that 
overcomplicate business ownership. To alleviate 
owners’ frustrations towards insurance, vendors 
should position themselves as partners who can 
help buyers and sellers navigate the complex 
insurance landscape. 

Vendor management boils down to relationships 
and cost: Once a buyer or seller has selected 
a vendor, they seldom consider switching 
suppliers, but there is ample opportunity for 
vendors to approach businesses in the middle of 
an expansion or those recently bought by new 
owners. The criteria used to evaluate vendors is 
also dependent upon the product in question. 
Brand recognition influences decision-making 
when it comes to telecommunications, while 
referrals play a much bigger role in determining 
financial services. 

A healthy economy and growing consumer confidence 
continue to fuel the small business ecosystem, 
leaving plenty of opportunity for vendors and 
service providers. But it’s also important to realize 
that the only constant is change. Evolving political 
and socioeconomic policies are bound to influence 
future business spending, and buyers, sellers and the 
companies they partner with must all be prepared to 
embrace fluctuations down the line.

Conclusion
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BizBuySell is the Internet's largest business for sale marketplace. Since 
1996, BizBuySell has offered tools that make it easy for business owners 
and brokers to sell a business, and potential buyers to find the business 
of their dreams. BizBuySell currently has an inventory of approximately 
50,000 businesses - spanning 80 countries - for sale at any one time and 
receives more than 1.4 million monthly visits. The site also features an 
extensive franchise directory as well as an easy-to-use business valuation 
tool. Please visit www.bizbuysell.com for more information. 

Media Contact:
Claire Deneen 
Walker Sands Communications 
Office: (312) 561-2484 
Email: claire.deneen@walkersands.com 

About BizBuySell 
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