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Buying a business is not like buying a house 

When the majority of people are seriously intent on buying a business, they often treat the 

process like buying a house. They go to the estate agent, put in an offer and cross their fingers 

that it will be accepted. The buyer usually deliberates for several days and refines their offer 

before sending it to the seller or broker and holding their breath. 

 

What is a seasoned business owner likely to do in response? Most likely, they’ll simply reply 

saying “we’ve had offers like this or better – please improve on it.” The buyer considers, goes 

to lenders to borrow more and sends in their revised offer.  

 

The process doesn’t have to be like this - when you’ve made your mind up to buy a business, 

approaching the purchase more strategically can help: 

 

Consider utilising the assets of the business itself to raise the cash for the deposit (or to recoup 

your deposit payment). Cash can often be borrowed against the assets in the form of a 

secured business loan or asset financing. This allows you to raise cash to buy a business, or 

pay for a deposit, without using your own money. 

 

Use the business’ cash flow to make payments to whatever sources provided you with money 

for the deposit, and to pay the seller for the balance of the price that the seller financed. 

 

Even if you do have your own cash to buy a business, using it might not be the smartest move. 

You could instead consider ways to leverage what cash you do have access to.  

 

For instance, if you have £500,000, instead of buying a business worth £500,000, you could 

use the money as a deposit for a far larger business. You then get to keep the profits from that 

much larger business.  

http://business-sale.com/
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Ensure you have a solid team in place before you start to help make your deal a success. At 

the very least this should include a lawyer with M&A experience and an accountant with 

industry knowledge. These experts can help you to structure a deal and ensure you are being 

realistic in your endeavours. 

 

Familiarise yourself with sources of funds and how best to approach them. Hire a consultant to 

help with this side of things if you need to. There are even professional business buyer 

advocates available. Someone with expertise may be able to help you make your offer and/or 

business attractive to financiers and also to promote yourself as a great bet to sellers and 

sources of funding. Mistakes will be far more costly than the price of the expertise. 

 

The Deal Pie 

It should be possible to work with a seller in agreeing a figure for their company using several 

components. Think structure rather than price. 

 

 

 

The Deal Pie is a graphic representation of some of the most commonly used funding 

components (but is by no means exhaustive). 
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Cash – While you could utilise your own cash for some or all of the price, this would not be 

ideal. The company could already own cash and it would be more tax-advantageous to the 

seller to leave in the business rather than withdraw. 

 

Deferral – Often referred to as vendor finance, a set amount is paid over a set period i.e. 

£200,000 over two years, financed from the company’s own operating cash flow. It has 

become commonplace for vendors to provide some of the financing as banks have cut back 

lending in this area. 

 

Shares – There are two ways to approach this: 1) Leave the vendor a stake in the business. 

i.e. a 25 per cent share in a business valued at £1m is equivalent to paying £250k. 2) Offer 

shares in an umbrella holding company, as part of a wider acquisition consolidation strategy. 

Remember that you will continue to owe the business owner a percentage of profits for years 

to come, but it does mean you can avoid debt. In addition, the amount paid to the owner will be 

linked to the performance of the business. 

 

Debt/leverage – borrowing money against the assets of the business. For instance, property, 

vehicles or machinery etc. 

 

Creditors/Suppliers – Major suppliers may be interested in swapping debt for equity, or taking 

a stake in return for a long-term contract. 

 

Adding Value – It is often possible to obtain a stake by adding value – this could be achieved 

by bringing new customers to the business, or by providing your own expert skills, labour or 

other resources. 

 

Outside Equity – Simultaneously sell a share in the business to another investor, private equity 

fund or personal associate. A private placement offering could be made to a small group of 

investors. 

 

 

Earnout – This is not the same as a deferral. This is where the buyer agrees to pay the vendor 

a certain amount at a particular point in the future dependent upon the business reaching pre-

agreed targets. 
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If you are looking for a creative acquisition strategy to accelerate growth at your business, then 

look no further than the extraordinary example set by SKS Business Services. In November 

2019, SKS announced the acquisition of four companies, including Westlake Clarke and Baker 

Watkins. This would be remarkable in itself, but is even more so when you learn that these 

meant SKS had completed 18 acquisitions since November 2013.  

 

SKS’s model is simple. Through funding from its investor company Shard Credit Partners, it 

has pursued a highly acquisitive growth strategy. Targeting business owners who are looking 

for an exit through sale, SKS has two key aims: 1) To become a top 20 UK accounting firm, 

and 2) To achieve nationwide growth and a wider geographic footprint.  

 

Its acquisitions are funded through senior secured unitranche facilities provided by Shard 

Credit Partners. Shard Chief Executive Alastair Brown summed up the company’s approach, 

and the benefit it offers to Shard itself, saying: "SKS's remarkable growth story over the past 

18 months is a testament to our strategy of providing transformative growth capital to SMEs in 

the UK lower mid-market to unlock rates of growth not otherwise achievable with other forms of 

financing. 

 

"Its unique proposition of securing acquisitions at attractive EBITDA multiples in combination 

with post-completion restructuring and offshoring of accounting work to India is highly EBITDA 

accretive." 

 

How acquisitions can lead to growth 

So, why might you want to acquire a business or businesses as part of a growth strategy? How 

does it work without becoming burdensome or even loss-making? According to a study carried 

out by PricewaterhouseCoopers (PwC) and Cass Business School, which involved talking to 

some 600 corporate executives about their approaches to M&A, having an official value 

creation methodology in place across all your acquisitions.  

 

In fact, 98 per cent of businesses surveyed, who had generated growth through acquisitions, 

had a methodology such as this in place. This goes to show that, with a solid protocol in place, 

acquisitions needn’t be risky and can, in fact, be a reliable and worthwhile growth strategy.  

 

https://www.business-sale.com/news/business-sale/sks-completes-four-acquisitions-219583
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On top of this, the survey revealed that 74 per cent of all value-creating deals had a 

‘comprehensive value planning’ strategy in place from the start, again illustrating the 

importance of structure. While these strategies may, admittedly, be particularly well-suited to 

private equity buyers, developing a methodology through which to pursue acquisitions would 

undoubtedly be advisable for any kind of buyer.  

 

In conclusion, not only is it possible to buy a business without predominantly using your own 

cash, not doing so might be a more sensible approach. There are a vast array of creative 

financing options available, and you will often be able to work alongside the seller to structure 

a deal that is mutually beneficial. Just remember to prepare well before making the first move 

and to have the right expertise on board to help you avoid the pitfalls. 


