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12 Mergers & acquisitions

I 
have always found it strange that  

so many people who have had the 

courage and expertise to start and 

build successful businesses have a 

complete blind spot when it comes  

to planning their exit. 

Few give it any meaningful thought 

until being forced to do so, either by  

an out-of-the-blue approach from a 

potential suitor, or because the main 

shareholders suddenly decide they  

want to retire. As a result, many business 

owners fail to achieve the value that  

they could have had they been better 

prepared. 

For someone who has been helping 

people to buy and sell companies for 

more than a quarter of a century,  

I find that really disappointing. 

After all, it’s a tough enough 

process even in the best-ordered 

circles. Many compare the stress 

involved in selling a 

company to that of 

getting divorced or 

moving. And there’s 

never any guarantee 

of success at the end of it. More than  

three-quarters of SME sale negotiations 

never make it to completion. 

Even so, there are things that the 

owners of small and medium-sized 

companies can do to give themselves  

a fighting chance of achieving their  

full financial ambitions when the time 

comes to sell.

For a start, they should prepare as far 

ahead as possible. The old adage that “by 

failing to plan you are planning to fail” is 

never truer than when applied to selling 

a business. So think ahead about how 

the process is going to work and what 

needs to be put in place to achieve it. 

Next, they should choose their 

advisers carefully. Even if they have 

excellent relationships with their 

bankers and accountants, they won’t 

necessarily be the best people to drive 

the end-to-end process. Best to go with  

a corporate finance specialist who has  

a strong track record of dealing with 

similar disposals and a team of seniors 

that isn’t going to be chopped and 

changed. There will need to be regular 

face-to-face contact with them 

throughout the process, so geographic 

location is also an important factor.

Allow time for “grooming” – getting 

the business and the management  

structure in the best possible shape 

before offering it for sale. This can often 

take a year or two, which is why forward 

planning is vital.

Get the timing right. Too often 

companies look to sell when they have 

peaked or their future is uncertain.  

Time the exit for when growth  

prospects are good.

Don’t get too involved. Be there in the 

background, but leave the negotiations 

to the experts. I’ve seen too many deals 

scuppered by careless talk from business 

owners wanting to be at the centre of the 

action. Selling a company is one of the 

most important transactions people will 

ever undertake and a once-in-a-lifetime 

opportunity to secure their own and 

their family’s future. If they get it right, 

their years of hard work can be turned 

into something of considerable financial 

value. If they get it wrong, there’s rarely a 

second chance. So surely it’s worth more 

support than is often currently the case.
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Proper advice and planning 
will maximise value on the 
sale of your business

B
reaking up is hard to do. Divorces can be 

painful, time-consuming and expensive. The 

same goes for selling and acquiring non-core 

assets that have been part of a corporate family.

Carve-out transactions (i.e. selling part of a  

larger parent company) are becoming increasingly 

popular. If managed well, the deal will appeal to both 

trade and financial bidders, can facilitate a change  

in corporate strategy and provide a financial 

injection for future growth. This may explain why 

the growth of these transactions has continued 

since the M&A peak in 2007, bucking the general 

deal trend. But if managed badly, a transaction can 

be derailed permanently (or significantly delayed) 

and value can be left on the table for both parties.

Most people think of deal completion as the  

key measure of success. A vendor is happy 

if they achieve their target sales price, 

while a purchaser is happy if the 

acquired business runs smoothly 

following completion. It’s a traditional 

view that is both short-term and overly 

simplistic.

Vendor perspective
Headline price is undoubtedly 

important, but deal value should  

be viewed more broadly.  

To maximise value the vendor needs to prepare the 

business well in advance of sale. Applying a private 

equity lens and having a more commercial mindset 

unshackled from the parent can uncover cost saving 

and revenue creation opportunities. These might 

include optimising the organisation, improving 

working capital and creating a simpler right-sized  

IT environment for the standalone business. 

Critically though, the business plan needs to  

be believable, underpinned by robust plans.

A carve-out also provides an opportunity for the 

retained business to take a good look at itself. At the 

very least, vendors should mitigate any adverse 

impacts from the disposal, such as worsening 

supplier terms and stranded central resources that 

have historically supported the divested business 

but will remain with the vendor. This can trigger 

more widespread changes to the retained 

organisation structure and operating model.

Beyond the headline price there is  

also always a significant cost to execute  

the separation. This shouldn’t be 

underestimated and the liability for  

each party should be well defined.

Purchaser perspective
From the buyer’s point of view the 

hard work starts once the deal is 

done. Achievement of a business plan that reflects 

the revenue and/or cost upsides built into deal 

valuation is key. Translating the financial targets 

into executable plans and driving change through 

the business requires considerable management 

focus. The medium/longer-term change should  

be balanced with the need to stabilise the newly 

acquired business and transition away from the 

vendor. This is not a simple task and can stretch 

resources to breaking point.

The right management team needs to be  

in place, but if changes are required they should 

happen as soon as possible, as everybody needs  

to be on board, fully committed and able to play their 

part. Successful purchasers strike the right balance 

between challenging/supporting the management 

team and letting them get on with running the 

business they know best.

In conclusion, vendors and purchasers need  

to recalibrate their success measures for carve-out 

transactions, adopting a broader view of deal value 

and understanding the key drivers of value that can 

be controlled.
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