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SWS Guide 5 - Who Buys Businesses Like Yours



The buyer matters as much as the price. Two offers for the same number can lead to completely different places for your people, your customers, and your name. So before you compare numbers, know who's on the other side.

01   Five questions for any buyer

Ask these on the first call. The answers tell you most of what you need to know.

1. Where does the money come from?
1. Who runs the business the day after closing?
1. How long do you plan to own it?
1. Have you owned or run a small business?
1. Who makes the final call on your side?

A good buyer will answer all five without hesitating. Notice which ones get a long answer.

02   Individuals buying with their own money

Their money, their name, no clock. They're buying to own and run the business, usually for a long time. Often they've done it before and still own what they bought.

They rarely pay the highest number, because they're not planning to sell and they're not playing with someone else's capital that pays them fees. They pay what the business can support. In exchange, the person you meet is the person who shows up, the deal doesn't depend on investors approving it, and the plan is to still be there in ten years.

Best fit when you care what happens after closing.

03   Strategic buyers

A competitor, a related trade, a big customer, or a supplier. They already know the work and may fold your business into theirs.

Sometimes that's a good outcome. Your customers get a bigger shop, your crew gets more work. But your name usually goes, your systems get replaced, and some of your people are redundant on day one.

One caution. A competitor who wants to "explore a deal" gets to see your pricing, your customer list, and your margins. Some are serious. Some are shopping for information. Make sure it's the first kind before you open the books.

04   Private equity roll-ups

These look like a strategic buyer — a bigger plumbing or pest company in your region — but they're financed like private equity. A fund bought the first one, and now it's buying others to stack together and sell as a group.

To a roll-up, you're a tuck-in. Your business gets absorbed into the platform. Name, systems, and often your manager are gone within a year or two. They can pay well, because the whole point is to buy small and sell big. Just know what you're selling into.

05   Private equity funds

Other people's money, managed by a firm that has to return it. A fund usually owns a business for three to seven years, they will earn fees on their assets, then sell the business as soon as possible to generate fees and raise the next fund. The whole model runs on that flip.

That's not good or bad. It's just a clock. A fund runs the business to hit a number by a date, and every decision — hiring, pricing, what to cut — gets made with that date in mind. Most funds don't look at businesses your size on their own. They show up through a roll-up.

06   Independent sponsors

An individual or small team that finds a business first and raises the money to buy it second. Often they come from private equity or a large company and are looking to do their own deal.

Two things to know. The money isn't in hand when they make the offer, so the deal depends on investors saying yes after you've already agreed to terms. And big-company experience doesn't always translate to small business. The learning curve is real, and you're the one who pays for it during the handoff.

07   Search funds

One person, usually a few years out of business school, backed by a group of investors. They spend a year or two looking for one business to buy and run.

They're motivated, and they might plan to stay, but it's usually their first time running anything, and the money comes from investors (not them) who usually get a say in completing the deal or not. Deals fall through when the investors don't like what they see in diligence. Ask continually how many of their investors have committed and how many are still deciding.

08   Family offices

A wealthy family's investment arm. Their own money, patient, no fund clock.

The catch is attention. A family office owns a lot of things — real estate, public stocks, a few businesses — and yours is one line on a long list. The person who buys it isn't always the person who runs it, and the person who runs it may change or have to fight for resources. Good money, sometimes distracted ownership.

09   Employees or family

The buyer who already knows the business. It works when two things are true: there's someone who can actually run it, and there's a way to pay you. Usually one of those is missing. The good foreman doesn't have the money. The son with the money doesn't want to run it.

It can still work, often with a seller note and a long payout. Go in knowing you're the bank.

10   Red flags on the first call

1. Won't say where the money comes from
1. Talks about "synergies" and "efficiencies" before asking about your people
1. Wants the customer list before signing anything
1. Can't tell you who'll be running the business
1. The number is much higher than everyone else's, and they can't explain why

11   Start the conversation

You don't have to pick a buyer type before you talk to anyone. Ask the five questions of everyone who calls, and the field sorts itself. The buyers who answer them plainly are the ones worth a second conversation.

	LET'S TALK

If you're thinking about selling, this year or in five, call us or send an email. We'll walk through your business with you and tell you what we see. No cost, no obligation, and everything stays confidential.
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