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BOOK SUMMARY: WHAT'S IN IT FOR ME? LEARN
HOW TO BUILD A COMPANY THAT'LL BE
ATTRACTIVE TO POTENTIAL BUYERS.

If you're an entrepreneur with a small service business, you might dream of selling your
company some day. So what can you do to structure your business to prepare it for a
successful acquisition that gets you the best possible price? This book summary answer
these questions through the story of Alex Stapleton, who wants to sell his marketing
agency. Alex built up a small company with only a few employees, but wants to have
more time with his family and is quite stressed by his work. Ted Gordon, an old friend
and entrepreneur who has sold businesses successfully in the past, guides him through
the process.

In addition, you'll learn

why you should always have more than one salesperson;

what it takes to get your management team to stay with your company for a long time;
and

how to find a broker that’ll get you the best possible deal on your company.

SUMMARY PT 1: BUSINESS SUCCESS LIES IN
SPECIALIZATION IN A SINGLE SERVICE.

Let’s say you're an entrepreneur who's just launched a service business, like a design
agency. How can you make it successful? Should you concentrate on one service or take
any business you can get - even offers requiring services that aren’t your speciality?



Some people would accept every offer. But that’s not the right strategy for long-term
success.

Here’s why: A focus on one service allows clients to see the company’s core strengths.
As a result, people will come to you with specific problems that you can solve better
than anyone else.

When clients can’t go to other firms to receive the same quality of service, you're
positioned to negotiate higher prices.

Furthermore, when the results are good, clients will recommend you. Word of mouth
will earn you new business.

Here’s an example: Alex’s business used to fulfill a broad range of requests - designing
brochures, copywriting and search engine optimization. Taking a friend’s advice, Alex
decided to concentrate on designing logos. He excelled at the work and his clients loved
the product. As a result, Alex became a top logo designer.

There’s another benefit to specializing: It allows you to hire the best people for the job.

Why? Firms that provide multiple services have to hire experts for different fields.
Smaller firms can’t afford to hire as many experts. Instead, they hire generalists to
execute different tasks.

However, since the employees don’t concentrate on a single field, they can’t deliver the
best possible product. The quality never matches what's produced by other firms, which
can employ experts.

Luckily, there’s a solution for smaller companies: by specializing, they can hire a few
experts in a single area.

Specializing helps your company produce excellent work, which puts you in a better
position to negotiate with clients.

And, perhaps more importantly, your company will run smoothly without too much
oversight from you, because everyone will be responsible for discrete tasks.

SUMMARY PT 2: FOR LONG-TERM SUCCESS,
BUILD A BUSINESS THAT CAN RUN WITHOUT
YOU.

When you start a business, it’s natural to feel ownership. And when a company’s young,
the founder is often involved in almost every aspect of the operation. But in order for
the business to grow, customers shouldn’t associate the company entirely with its
founder.



What happens when you as a founder “become the business” in this way? When starting
a company, you bear all the risks, so it’s understandable that you’ll want to handle many
aspects of the operation on your own. Maybe you think that’s the best way to ensure
that your employees don’t make mistakes.

So you meet with every client and oversee all financial negotiations. As a result, your
clients get used to talking about everything with you in person. For them, you represent
the whole company.

But this approach will lead to problems. When the company’s roster of clients grows,
you won’t be able to lead the business effectively.

If you spend all your time with clients, you won’t be able to focus on developing
strategies for further growth. You probably won’t have time to manage employees or
concentrate on things like financing.

For example, Alex, our logo designer, struggled with a tight schedule because he met
with every client in person. As a result, he didn’t have time to sit down with employees
and discuss each customer’s specific needs. And since employees don’t tailor their work
for each client, Alex’s company lost a lot of time when work had to be edited again and
again.

Plus, since Alex had to attend each meeting, it was difficult for him to go on vacation or
take time off from work.

As you can see, although it’s important for a founder to have an overview of business
activities, the day-to-day operations should operate smoothly on their own. In a sense,
the company’s founder should be replaceable.

SUMMARY PT 3: HIRE AT LEAST TWO
SALESPEOPLE WHO KNOW HOW TO SELL YOUR
SPECIFIC SERVICE.

It all comes down to the bottom line, as the saying goes. Thus, a solid sales team

is crucial to your business. Because having employees dedicated to sales not only
generates money, it also frees the founder to actually lead the business.

It’s vital to build a sales team comprising people who understand your service because
they represent the firm to outsiders.

How do you do that? Hire more than one salesperson.
There are two reasons for this:

First, healthy internal competition motivates employees to do their best work. By
competing with each other for commissions, they’ll generate more business.



Second, by having multiple salespeople, you're minimizing risk in the event that
someone gets sick or leaves town.

Even smaller companies should have at least two good salespeople who understand
how to sell their specific service.

Finding such people can be tricky: For example, if you offer a standardized service, you
need people who are good at selling products, not services.

Take the case of Alex, who wants to specialize in logo design. This is a service, but he
wants to sell it as a product with a standard process - meaning, his company follows the
same production steps with each logo. As a result, he needs employees who are good at
selling products.

Typically, experienced service salespeople rely on consultative selling. That means they
ask a lot of questions to find out what the clients needs. Consequently, clients expect
them to provide individual solutions for their problems.

But if you want to sell a standardized service, you can’t customize the product for each
deal.

That’s where product salespeople come in: These employees can influence the customer
and make him believe that the standard product package is the perfect solution.

Which is precisely what'’s required for selling a standardized service.

So once you have a smoothly running company that can operate independently of its
owner, you can start thinking about how you'’ll sell the business. How do you go about
that? Who do you sell it to? And how do you get the best deal?

SUMMARY PT 4: OVERRELIANCE ON ONE BIG
CLIENT PUTS YOUR BUSINESS AT RISK AND
MAKES IT UNATTRACTIVE TO POTENTIAL
BUYERS.

Most entrepreneurs dream of one day selling their companies. But to pull off a sale and
get the best deal, it’s essential to show potential buyers that you have a growing
business with growing profits.

One way to grow quickly is by finding big clients, but be careful about relying on them
excessively.

Why? Well, if you're dependent on one big client, you'll run into financial trouble
anytime there’s an issue with the client’s payment. For example, 40 percent of Alex’s
revenue came from MNY Bank. But one month, they were late on their payment, which
made it difficult for Alex to pay monthly salaries and rent.



Here's another reason you shouldn’t rely on one big client: It puts you in a bad position
to negotiate. From the perspective of a buying firm, that’s another major drawback.

Why is this a disadvantage? Well, consider what happened when MNY Bank wanted to
have something edited between Friday and Monday. Alex couldn’t risk losing a major
client, so his designer was forced to work over the weekend. Eventually, the designer
quits because of the unbearable working hours.

Or another scenario: When Alex made the decision to specialize in logos, he took a big
risk. If MNY Bank didn’t want logos, he would lose almost half of his revenue.

As you can see, when your business is dependant on a bigger company, it limits your
strategic decisions. This is especially unattractive to buyers, who want to develop a
company and use its potential.

No buying firm would want to acquire a small company that’s wholly dependant on a
bigger company, especially because you'll always have to do what the big company
wants.

If you don’t let big client companies force you into an overly dependant business
relationship, your business will be far more attractive to buyers.

SUMMARY PT 5: OFFERING A STANDARDIZED
SERVICE WILL SAVE YOU TIME, LEAD TO
BETTER CASH FLOW AND MAKE YOUR
COMPANY ATTRACTIVE TO BUYERS.

In business, the customer is always right - but there are limits. Although every client
might want a customized service, your small business will be better off if you
offer standardized services.

That’s because customized services are costly. From the first meeting to product
delivery, the whole process can take months. And during that time, you're not paid.

That’s what happened to Alex. He had to edit some brochures for MNY Bank repeatedly
because the client kept being dissatisfied with the results. It took ages for Alex to deliver
the right product. And he wasn’t paid until he did. Thus, he struggled to find reserves to
pay his monthly expenses.

And there’s another benefit to standardized services: They give your business a
better cash flow. Cash flow is the amount of money a firm has available in a certain
period. It’s the difference between revenues and expenses, and it helps determine a
company’s profitability.



With standardized services, you're paid upfront because the client knows what to
expect from the final product. And that leads to positive cash flow, because you have
money now and not in the future.

Additionally, a positive cash flow is attractive from the perspective of buying firms,
because it acts as a buffer if the company encounters larger unexpected expenses.

Besides fostering positive cash flow, standardized services make it easier to estimate
how long it’ll take to deliver a product, since you aren’t dependent on the customer.
That way, you can better calculate how to allocate your time and resources. A calculated
daily business is very attractive to buyers, because they can see that the company runs
smoothly on its own.

Finally, by limiting the number of times you meet with clients to tailor the work to their
needs, you're saving your company a lot of time.

SUMMARY PT 6: CREATE INCENTIVES FOR
MANAGERS TO STAY IN THE COMPANY EVEN
AFTER IT'S SOLD.

Up for a challenge? As an owner, it’s up to you to ensure that managers will want to stay
with the company for a long time - even after it’s sold.

Why is this so important? The purchasers will want to know that the firm will continue
to succeed after its acquisition. And the management team plays a crucial role in that.

In Alex’s case, he wanted to leave the company after the sale. That meant his
management team had to run the company alone.

Alex had three managers in charge of different departments. One was responsible for
sales, one for designers and one for coordinating with the clients. If Alex left, those three
managers would be the most important people in his company, because they oversaw
all the daily tasks.

If they stayed on, the business would continue to run as usual, so as the owner, Alex had
to create incentives to retain them.

One option is to give management equity, in the form of stock options. Stock options give
managers the right to buy a specific amount of the company’s stock and therefore profit
from its success.

Stock options are a huge motivational tool because they make employees feel more
invested in the company. However, stock options aren’t the best idea for smaller firms
because they’re complicated to set up.



So what’s an alternative? Long-term incentive plans that reward performance and
loyalty are a better choice.

For example, Ted told his friend Alex that he sets targets for his managers. When they
reach their end-of-year targets, he pays them a bonus. He then matches the bonus with a
sum he puts aside into a special fund. After three years, the employees are allowed to
withdraw one third of the money - and so on, for each year after that. Thus, Ted ensures
that management stays at the company.

SUMMARY PT 7: THE RIGHT BROKER WILL HELP
YOU SELL THE COMPANY FOR THE BEST PRICE
BY ARRANGING NEGOTIATIONS WITH
DIFFERENT POTENTIAL BUYERS.

Ready to sell your company? Make sure you don’t overlook a crucial factor: the broker.
The broker is the bridge between you and buyers. If he recommends you to the wrong
companies, you won't get a great price.

What should you expect from your broker? The right broker will arrange discussions
with different potential buyers. Consequently, the competition will result in a better
price.

Another benefit: you get to choose between buyers.

Some companies buy for strategic reasons. That’s ideal for you because they’re more
likely to pay a higher price, as well as give your business resources to grow.

For example, Alex’s broker suggested they talk to printing companies, which might want
to use his logo design business as a Trojan horse to get new clients - clients who would
need printing services for their new logos.

But other companies buy only for financial reasons. They want to see a return on
investment, so they only care about quick financial success. These firms consider your
price and the return they’ll get on it. They know they can buy any other potentially
profitable firm, meaning they don’t care as much about your uniqueness or strategic
outlook.

So, a broker can play a major role in the successful sale of your company. But how do
you choose one?

It's best to select a medium-sized broker firm.

If it’s too big, your deal might not be so important for them and the broker won’t invest
much time and effort to find the right buyer.



On the other hand, if the firm is too small, the broker might not be respected by
potential buyers. In that case, the negotiations also wouldn’t have a satisfying
conclusion.

Also, the right broker may have experience in your industry. Thus, he’ll know the
landscape of competitors, the potentially interested firms and so on.

SUMMARY PT 8: THINK BIG AND WRITE A
CAREFULLY WORDED PLAN TO PRESENT YOUR
COMPANY FAVORABLY TO POTENTIAL BUYERS.

It's a big decision to make, but when you're ready to sell your business, you need to start
by writing a plan detailing your business model and expected cash flow. Bigger
companies will use this to decide whether to acquire you, so it should present your firm
in the best light.

How should you do that? First: Think big!

Make a three-year plan detailing what your company could achieve with unlimited
resources.

Why does this work? Well, the buying company will be larger than you are. It will have
more employees, more resources and more money to run the business.

With this added support, your company could achieve things it couldn’t on its own -
including faster growth.

This is a crucial point: The buying company wants to grow - that’s why it wants to
acquire you. So tell them what’s possible and don’t be too modest.

Here’s another thing that will present your company favorably to buyers: If your
company concentrates on a standardized service, use words like “customers” and
“business” rather than “clients” and “firm” when writing your plan.

These small changes will make a big difference for buying firms. The word “clients” is
associated with a normal service business and the word “customers” more with
standardized businesses.

Here’s why that matters: Service businesses are often acquired with a three- to five-
year earn out. That means only a small amount of money is paid upfront. The rest comes
later, if the company meets its goals. If not, the owner receives less money.

The acquisition process for product businesses is different. The owners get the full
amount of money upfront, without any earn out. This process involves less risk for the
owner.



If you're an owner looking to sell your company, you probably want as much money as
possible, now - not in a few years. Improve your chances with a well-written and savvy
business plan.

IN REVIEW: BUILT TO SELL BOOK SUMMARY

The key message in this book:

Building a specialized service business attracts potential buyers. By hiring a
robust sales force, growing a diverse roster of clients and creating strong
incentives to reward management loyalty, you're building a company that can be
sold successfully.

Actionable advice:

Standardize your service.
When you sell a standardized product to someone, the process is straightforward: They
pay and you deliver.

That’s so much simpler than the back-and-forth that takes place when you're dealing
with a customized service, which can sometimes take months to deliver, from first
meeting to final product.

Standardizing also ensures that you're paid immediately, which saves you the
complicated financial issues involved with having to remain afloat until the client is
satisfied enough with the product to deliver a payment. With cash coming in upfront,
you’ll be able to keep your finances organized.
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