
Buyer’s Expectations of a Business  

 

 

A prospective buyer will be looking for value, for money and an expected future return on 
investment with an acceptable level of risk.  

A business sale should be a successful transaction for both the seller and the buyer.  

Different people buy businesses for different reasons. For example, a software firm and a 
vineyard will draw different buyers, each looking for something in particular.  

Most commonly, a buyer is looking for the ability to earn a good living from the operation, 
plus the freedom and challenges that come with owning a business. Alternatively, the buyer 
might be an investor, and so profitability and rate of return will be key elements in the 
decision.  
There may also be an opportunity to sell to a competitor who wishes to increase the size of 
their operation through acquisition.  

If a number of competitors are looking to corner the market, your business may suddenly 
become highly prized.  

Common questions buyers ask:  
• How will I go about finding out what businesses are for sale? 
• Should I buy this business? 
• Is it too risky? 
• How much information about the business can I get? (The more the better) 
• How much should I offer? 
• How high can I afford to go in terms of price? 

Seller’s Tip  

No matter who the buyer is or what type of buyer 
they are, they are all people just like you, and 
their main concern is protecting  
their investment.  The better organized and  

prepared a seller is, the greater the chances are 
of selling the business.  
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Is the Buyer Qualified?  

A fairly priced business supported by a strong business model with earnings and positive 
cash flow history will receive a great deal of attention and interest from prospective buyers. 
This is assuming that a pro-active, professional business broker is representing the seller 
and has responsibly marketed, packaged and presented the business for sale.  

Getting a lot of attention is a great feeling for the motivated seller, but these feelings can 
quickly turn sour if prospective buyers are not properly qualified. In the business brokerage 
field, some suggest that for every sold business, one hundred buyers need to be screened 
and considered.  

This law of averages obviously varies for each business, but taking the conservative route is 
a safe play for all involved. In order to scale this volume down to 5-10 highly-qualified buyer 
candidates, consider the following areas of interest:  

Financial power  
Serious buyers should provide either a personal and/or business financial statement. If they 
are unwilling to do so, move on to the next opportunity.  

Be wary of buyers who make claims of “money is not a problem” or “show me your numbers 
first”. In most cases, they will be a waste of your time and energy.  

Exceptions to this rule would be a buyer who owns company “X” and is seeking to expand or 
a buyer that has purchased a number of companies in the past.  

Previous industry experience  
What businesses have they owned in the past or what companies have they previously 
worked for? The buyer should provide some type of executive summary or resume to 
answer these questions. Look for direct or indirect correlations to the nature of your 
business so that your company will fall into the right hands.  

It can be negative for a seller to transfer the business to an inexperienced buyer that causes 
the business downturn, resetting negative public sentiment and a black mark against the 
business you previously owned.  
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Expectations  
What is the buyer looking for in a business? What industries or types of companies meet 
their expectations? Do they need existing management to remain in place? What are their 
return-on-investment expectations?  
 
It is important that some of these basic questions be answered early in the process so that 
‘realistic’ buyers can be entertained and ‘unrealistic’ buyers eliminated.  

Financial power  
Better understanding the “How”, “Why”, “When”, Where”, and “Who” of a buyer’s track 
record can save all parties a great deal of time and resources. Some of these will be 
answered in a personal or corporate financial statement. Others can be answered with 
references from the buyer, as well as from their personal thoughts and intentions.  

• How long have they been looking to purchase a business? 
• Why is the buyer seeking to make a purchase? 
• Is geographic location a factor in their decision? 
• Discover basic factors early on with buyers to protect yourself and your business. 

References and track record  
How have other business owners dealt with the buyer? Have they worked with a business 
intermediary in the past? How well have the companies they have acquired performed? As 
a business owner and seller, you have to operate with transparency, honesty and integrity.  

This ensures that buyers are confident in the subject business, its legitimacy and future 
potential. The same expectations should be in place for serious, qualified buyers so that the 
seller is confident in their legitimacy and the future of the business.  

Five Types of Buyers  

1)The individual buyer 
This type of buyer is usually someone who has owned a business before or is looking to 
leave a well-paying job. It is likely they will have a fair amount of cash for a down payment 
but also may require bank financing and possibly some seller financing to make the deal 
happen. Generally, these buyers purchase a business for less than $1 million and they can 
tend to be more passionate and emotionally motivated than other buyers.  
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2)The strategic buyer 
These buyers include larger companies and private equity groups. They usually try to acquire 
a company that has a direct way of benefiting their existing operation. It may be a competitor 
they want to acquire to gain market share or a company that manufactures a new technology 
that would enhance their business. These buyers will generally look for acquisitions with 
sales between $5 million and $50 million.  
 
3)The synergistic buyer 
These buyers are also companies and private equity firms. They generally try to acquire 
companies that complement their existing infrastructure and can easily leverage what they 
have in place already. They literally create synergy between both companies. Similar to 
strategic buyers, they tend to target acquisitions with sales between $5 and $50 million.  

4)The industry buyer 
These buyers tend to be larger companies that have a very good understanding of the 
market. They will not likely pay for many of the company’s “intangible assets” such as 
goodwill. They are more likely to purchase assets that can be easily integrated into their 
infrastructure to improve efficiencies. These buyers tend to be more sophisticated and larger.  

5) The financial buyer 

These buyers are strictly motivated by the return on their investment.  They are all about 
numbers and if they had it their way, they would use as much of “other people’s money” as 
possible to finance the deal. They tend to not be as passionate and emotionally attached as 
a typical individual buyer.  

 


