
Buying a Business - Price Negotiation 
 

 

Once you've got a fix on what the major terms of your deal are going to be, you can begin to 
negotiate on what's probably the most important aspect of the sale of the business: the price.  

Whenever you negotiate price, in any type of sale, it's almost always best to let the other 
party make the first offer. When someone names their price, you have a fix on at least the 
minimum they will accept. However, as a practical matter, virtually every business listed for 
sale is accompanied by an asking price.    

Of course, the buyer knows that the asking price is not the least the seller will settle for. What 
the buyer doesn't know is how low the seller will go. If the buyer knows that the asking price 
is based on a formal appraisal using recognized valuation formulas, he or she may take the 
asking price more seriously and make an offer that is fairly close (i.e., within 20 percent or 
so) to it. However, don't be shocked if sellers get low-ball offers at around 50 percent of the 
asking price, or even less. There are a lot of bottom-feeders out there looking to buy 
businesses from desperate owners, but there are also legitimate buyers who just want to test 
the seller’s stamina by starting with a small bid. Sellers should always respond to each offer 
on its own merits and don't allow yourself to feel insulted or angry at an offer that you think 
is far too low.  

On the other hand, if the buyer names a price that's more than you anticipated, sellers 
shouldn’t automatically accept the first offer. Buyers will expect sellers to bargain hard on 
this issue. If sellers give in too soon, buyers will think something is wrong with the business, 
or with the seller themselves (which in turn reflects on the business). An exception to this 
rule applies to large corporate buyers — they sometimes bid on a lot of small companies, 
and if you don't bite, they'll simply move on to the next likely prospect.  
For both buyers and sellers, some general advice is that you try not to get too hung up on 
any particular price. If you feel that the other party won't budge, you can go back and change 
some of the terms you've tentatively agreed on, to make them more favourable to you. Your 
broker or attorney may have some creative ways of bridging a price gap between you and 
the other party.  For example, the seller can decide to keep some of the business assets and 
lease them back to the buyer to reduce the business's price. The point is, that there are 
almost infinite possibilities if you are willing to be flexible.  

 

 


