
There are 4 good reasons for selling a business…

1. You are approached by a competitor or an investor that offers you an obscene amount 

of money – in which case you are crazy not to sell, because you can either start another, 

or buy it back for a fraction of the cost in the future – remember MySpace: sold for 

$580M; bought back for $35M, not bad for 5-years.

2. You are becoming bored with your business and accept that though a good business, 

new blood and drive is essential its future growth, because your heart is no longer it.

3. You have always planned to exit the business you have either started or acquired. Most 

entrepreneurs seriously consider what the exit route is and when. Venture capitalists 

that invest in business are always interested in the exit route, as it is when they get the 

best return on their investment.

4. You are retiring from business and want to reap the life-style and prosperity gained 

from the sale.

There is just 1 bad reason for selling:

1. When you are forced to sell, because the business is slowly dying, hemorrhaging cash or 

you can no longer cover your liabilities or debts. In which case you are in a very 

unenviable position. Either you will be forced to accept a meager offer that does not 

value the business or its potential, or you will have to negotiate an agreement with your 

creditors in the form of a voluntary liquidation of the business. It is no fun at  all having 

to hand the keys to your business over to someone else.
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If this situation ever arises on the horizon, then you must take 

action to sell before the situation becomes dire. Most times, 

business owners and entrepreneurs think that they  can get 

through, particularly  if they can find the financial resources to 

keep going. 

This can sometimes make sense, so long as you focus on reducing inventory and increasing 

customers with any new finance you negotiate, but if appears – as is usually the case – that you 

are simply putting more good money after bad – then you must cut  your losses, recoup what you 

can and start again, applying the experience you have painfully  learned. Ultimately  if your 

business does fail, or you are forced to sell at a low price, then it is your responsibility.

The good news is that having applied these ideas and strategies, this scenario is highly unlikely 

to happen to you. So the focus must now be on expanding your business in preparation for 

selling and developing a plan that will reveal the future potential to attract willing suitors 

interested in wooing you for your business.

There are 3 types of suitors:

1. Those that understand your business and recognize its success and acknowledge any 

future potential. These suitors are usually competitors or seasoned serial 

entrepreneurs.

2. Those that do not necessarily understand your business, yet view your business as a 

cash cow to milk, asset strip and make a quick profit. These suitors are usually 

investors, or entrepreneurial raiders.

3. Those that understand your business and are seeking to enjoy a healthy income and 

enthusiastic about developing the potential that exists. These suitors are usually ex-

corporate that have been either made redundant or received a golden handshake or 

bonus and want to be their own boss. Sometimes they are also younger entrepreneurs 

looking to have their own business.
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Amazingly most mergers and acquisitions and takeovers fail. The ones that succeed are the ones 

that harness complementary strengths. That is, for example, when both the seller and the buyer are 

in the same industry  but enjoy different strengths. One may be good at production while the other 

merits retailing. Management buy-outs can work well because the management understands the 

business and knows the potential. Yet  from the owner’s position they must still be treated as a 

suitor, not a special case. Ultimately you are looking for the best deal for you. Dropping the price 

by 20% because you are colleagues and have worked together for years is not good policy. It is you 

that has taken the risk. And if the business does not do well, even perhaps because the new owners 

have had a special deal, they will still blame you for selling them a bad deal.

The best sale  usually comes from a competitor or seasoned entrepreneur. The former understands 

the business, the latter will know the risks, yet is prepared to take them because of the potential, and 

usually  based on the new angle the entrepreneur has identified that has been overlooked. But 

remember however friendly they  appear, they are still a competitor and, the truth be known, want 

you out of their business. This makes them a good suitor of course.

It is worth noting that numerous businesses sold for a good 

sum have been later sold on for a princely profit again, 

because the previous owner had not been aware or overlooked 

what the business could have achieved. The incoming 

entrepreneur has new eyes and can see objectively, rather than 

subjectively. A Dentist friend of mine founded Denplan and 

sold it for £1M, which she was very pleased with. It was sold 

2 years later to an insurance company, PPP (Private Patients Plan), for £40M. And that is why it  is 

important when planning to sell your business that you understand what it is fully capable of 

achieving. 

The only way to do this is to bring in outside views. The 

external perspective can be immensely  valuable in 

identifying the hidden assets and opportunities that have 

been previously  overlooked in your business. Not seeing the 

wood for the trees is very true in business.
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The business owner has an emotional subjective view of the way they have built and run the 

business; the external advisor has an impartial objective view of the business and what it  can really 

be capable of achieving. Always have an external perspective to consider the future value of your 

business before selling. Indeed it is worth doing this on a regular basis anyway.

If selling to an investor, be aware that they will very often tie the purchase into you retaining an 

equity share of the business for a 2-year period. They  do this to ensure that you and your experience 

will help develop  the business potential that you are selling as well as covering the bets. If, for 

example, the business does not perform as to their expectations, they will have a clause to get out of 

paying you for your final equity payment 2 years later. This happens a lot. Many  business owners 

that have built up a business have then had to witness them being slowly run into the ground by 

money-minded-investors, that exert strict controls that  adversely influence the running of the 

business. The result  is that the business owner has 2 years of hassle and ends up with just the 50% 

of the business originally  paid. And by that time the original value he received may even have 

reduced down by 10, 20 or 50%.

The best outcome is to sell outright – even though the offer may be less. For example: A business 

at a one-time sales price of £2M, is far better than a £2.5M  price settlement, where 50% is paid up 

front and the balance is paid 2 years later, a period that you have no control over what happens, 

because you are no longer the owner, merely  a minority  shareholder. The emotional energy invested 

in the 2 years of enormous hassle and stress as everyday you have to watch the business you have 

built  run into the ground, is more wisely invested in building up something else with the £2M you 

have received. A client of mine directly against my advice sold his company for 50% payment, and 

the rest in shares. 
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He was given a seat on the board of the larger company, though was voted down on all decisions. 

12 months later the shares he had been given had devalued by 90%. At the time of writing he is still 

fighting daily, but to little avail – which is not good for an entrepreneur. 

What is the best way to prepare to get your business to be wooed? It is to plan for a good 12-

month expansion to show that the potential of the business is due to be realized after several years 

of development. Remember the key is always to sell on the way up, not at the peak. What is the best 

way to expand? It is to do everything that indicates positive profit  growth: because it is only  the 

bottom line that will first attract  your suitors. If they like the profit, then they will start wooing you 

– especially when it is clear to see that the business is in growth mode.

Focusing on where your business makes the most profit is important in the 12-month period prior to 

planning to sell you business. Then seek to increase the turnover in that area.

There are 3 distinct ways to increase turnover, it is to:

To illustrate simply – your business has 40 key customers and through good marketing you 

increase them by 4 in a year. Similarly through good service and marketing you increase your prices 

and the frequency customers buy  from you by 10% a year respectively. When you increase all by 

just 10% during a highly proactive 12-month period, as part of your plan for selling, you will enjoy 

growth in revenue by a third: 
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It follows that using all the marketing skills at your disposal to make that happen you can then show 

a plan that can illustrate the growth in potential revenue. For example, you show a plan to increase 

your customers by 8 more over the following year. Similarly you show how you plan to increase 

your prices by a further 10%, because of the service you deliver, making a total of 20%. And finally 

you show how you project that with your new service add-ons, customers will increase their 

purchases by just 2, making a total of 30% increase in the frequency they buy. Thus:

The majority of your business overheads will be fixed and remain constant. Due to increase in 

product requirement, your productions costs reduce as quantity  goes up. Margins therefore increase. 

Yes, there will be higher costs in marketing but this is a positive investment that will woo the 

suitors, as they  will believe they make savings here. They  will be wrong, but all purchasers believe 

they  can save on these costs. The result is that  the business becomes highly attractive to the right 

suitor. And now is the time to sell – in the period of growth.

As I said earlier, selling your business may not be appropriate for you, as the business relies solely 

on your artistic talent, and you enjoy the rewards you receive from running your business the way 

you do. Many businesses are bought and sold on a daily basis, and when your business starts to be 

perceived as a business opportunity, by  a willing suitor, then you must plan to sell at  the right time, 

as I have explained. Too often entrepreneurs hold on to the businesses they create too long, missing 

out when the time is right to cash in and receive the great rewards for their efforts and move 

forward.

And when you come to finalise the sale always remember that you don’t get what you deserve, you 

only get what you negotiate. Be very clear on the outcome you want – what you will accept and 

what you will walk away from. Exiting your business correctly is the key to providing the platform 

to spring forward to greater prosperity and freedom.
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