
Does	It	Make	Sense	to	Sell	or	Buy	a	Business	During	the	Pandemic?	
	

As	you	would	expect,	the	answer	is	that	it	depends.	Sadly,	there	are	many	business	owners	who	
are	struggling	in	these	difficult	times.	As	a	result,	they	are	tempted	to	"throw	in	the	towel"	and	
get	whatever	they	can	for	selling	their	businesses.	Similarly,	larger	companies	see	an	excellent	
opportunity	to	acquire	smaller	ones	at	favorable	prices.	The	most	important	consideration	for	
both	parties	is	this:	Know	the	Trade-Offs	and	Strive	to	Balance	Them.	Said	differently,	avoid	the	
extremes	if	you	possibly	can.	This	applies	for	both	sellers	and	buyers.		

The	reasoning	behind	this	is	fairly	simple:	These	extraordinary	times	are	creating	challenges	and	
complexities	that	most	people	have	never	faced	before.	The	normal	trade-offs	associated	with	
either	 selling	 or	 buying	 a	 business	 are	 compounded	 by	 this.	 Before	 offering	 some	 helpful	
guidelines	to	answer	the	question	above,	here	is	a	quick	refresher	on	some	of	the	main	factors.	

	

Trade-Offs	

	
Speed		

Neither	party	wants	to	have	negotiations	and	due	diligence	drag	on	for	months,	but	at	the	same	
time	it	is	dangerous	to	rush	a	deal	to	completion.	Speed	is	not	an	absolute.	There	are	situations	
where	it	is	advantageous	to	move	quickly,	and	others	where	additional	time	should	be	taken	to	
mitigate	 risk	 and	 increase	 the	 benefits	 derived.	 It	 is	 always	 advisable	 to	 establish	 a	 target	
completion	 date	 and	 then	manage	 backwards	 from	 that.	 In	many	 cases,	 a	 seller	 who	 is	 too	
anxious	to	divest	his/her	business	right	away	may	be	missing	out	on	opportunities	to	enhance	its	
value.	Often,	this	can	be	done	by	taking	a	few	months	to	implement	changes	to	their	company	
that	make	it	more	attractive	to	potential	buyers.	The	result	is	usually	a	higher	asking	price	and	
even	 a	 shorter	 sales	 cycle.	 On	 the	 buy	 side,	 there	 is	 strong	 incentive	 to	 close	 deals	 faster	 -	
especially	in	competitive	situations.	However,	the	pandemic	has	caused	a	number	of	issues	that	
require	careful	due	diligence	which	have	not	been	a	concern	previously.	As	examples:	What	steps	
has	 the	 seller	 taken	 to	 protect	 its	 employees?	 What	 systems	 are	 in	 place	 to	 facilitate	
telecommuting	and	ensure	maximum	productivity	while	people	are	working	from	home?	Is	the	
seller's	business	in	compliance	with	all	pertinent	local,	state,	and	federal	safety	guidelines?	

Bottom	line:	Any	shortcuts	taken	to	complete	an	acquisition	will	almost	certainly	increase	the	
downside	risk.	On	the	flip	side,	the	longer	a	deal	takes	the	greater	the	likelihood	it	may	not	close	
successfully.	Too	much	foot-dragging	can	often	lead	to	mistrust	and	discomfort	with	the	other	
party.	 Figure	 out	 the	 optimal	 speed,	 be	 upfront	 and	 communicative	 about	 it,	 and	 execute	
accordingly.	



Employee	Motivation	and	Morale	

While	this	should	always	be	an	important	consideration	for	both	parties	in	an	acquisition,	the	
pandemic	has	made	it	even	more	crucial	because	of	the	level	of	uncertainty	and	stress	that	now	
exists.	Confidentiality	is	of	course	paramount,	so	a	conscious	decision	should	be	made	whether	
or	 not	 to	 inform	 your	 staff	 of	 an	 impending	 transaction.	 For	 the	 seller,	 it	 is	 likely	 that	 their	
employees	are	wondering	if	the	business	will	be	sold	when	results	are	suffering.	This	can	add	to	
the	 stress	 they	 are	 already	 feeling,	 which	 in	 turn	 usually	 hinders	 productivity	 and	 dampens	
motivation.	For	buyers,	it	is	especially	important	to	understand	the	employee	morale	within	the	
business	to	be	acquired.	The	trade-off	is	one	of	disclosure	and	transparency	vs.	the	desire	not	to	
complicate	the	transaction.	An	argument	could	be	made	that	in	the	short-term	it	is	preferable	to	
stay	clear	of	notifying	your	employees,	but	many	acquisitions	tend	to	compromise	what	is	best	
for	both	parties	in	the	long-term.	This	may	or	may	not	be	done	consciously,	by	the	way.	More	
times	than	not,	the	result	leaves	both	the	seller	and	buyer	disappointed.	The	two	extremes	to	be	
avoided	here	would	be	total	secrecy	when	it	is	obvious	to	the	employees	that	the	company	is	
being	sold,	or	full	disclosure	in	a	manner	that	encourages	people	to	immediately	begin	looking	
for	jobs	elsewhere.	

Flexibility	of	Terms	and	Approach	

As	a	general	rule,	it	is	advisable	to	nail	down	as	many	agreement	terms	as	possible	so	that	there	
are	minimal	chances	for	confusion.	In	terms	of	negotiating,	it	is	also	considered	prudent	to	take	
strong	positions	and	not	allow	 for	any	aspects	 to	be	decided	at	a	 later	 time.	These	attitudes	
reflect	more	of	an	adversarial	mindset	vs.	one	of	partnership,	and	the	latter	is	usually	much	better	
for	a	mutually	beneficial	acquisition.	The	trade-off	is	certainty,	which	can	sometimes	imply	a	lack	
of	trust,	vs.	a	solid	understanding	that	both	parties	will	be	open	to	resolving	in	good	faith	any	
future	issues	that	may	arise.	While	the	seller	and	buyer	should	always	strive	to	agree	on	as	much	
as	possible,	it	may	not	be	useful	to	defer	completion	of	the	deal	because	every	item	is	unresolved.	
If	the	proper	bi-lateral	trust	has	been	established,	this	should	not	be	a	problem.	The	extremes	
here	would	be	a	long	and	painful	back-and-forth	that	could	prolong	deal	closure	for	months	(and	
even	kill	it)	vs.	leaving	too	many	things	undecided,	which	will	cause	significant	inefficiencies	down	
the	road.	

	

Guidelines	

For	many	 business	 owners,	 the	 obvious	 and	most	 difficult	 question	 is	 this:	 Should	 I	 sell	 my	
company	when	things	are	bad,	which	means	I	won’t	get	the	sale	price	I	want	or	deserve?	On	one	
hand,	the	situation	may	be	dire	enough	that	the	owner	simply	wants	to	unload	his/her	business	
and	move	on.	This	mindset	is	never	ideal,	but	there	are	times	when	it	cannot	be	avoided.	The	key	
is	to	determine	what	it	will	take	in	terms	of	investment(s)	to	hopefully	put	the	company	back	on	
its	feet	and	then	sell	it	for	a	higher	price.	This	represents	a	classic	Return	on	Investment	(ROI)	



decision.	Another	consideration,	unfortunately,	is	whether	or	not	the	seller	has	the	appetite	and	
energy	to	undertake	these	new	initiatives.	The	pandemic	has	depleted	the	positive	attitudes	of	
thousands	 of	 business	 owners,	 and	 there	 is	 no	 guarantee	 that	 actions	 taken	will	 necessarily	
increase	market	value.	

Bottom	line:	If	you	feel	confident	that	you	know	what	it	will	take	in	terms	of	time,	money,	and	
effort	to	“right	the	ship”,	and	you	are	convinced	that	this	will	yield	a	higher	sale	price,	then	check	
your	level	of	desire.	If	that	is	strong,	take	the	steps	and	put	your	business	on	the	market	after	
they	have	generated	the	results	you	sought.	If	none	of	these	criteria	are	met,	you	are	advised	to	
sell	now.	It	is	possible	that	you	may	find	yourself	somewhere	in	the	middle	here,	so	speaking	with	
a	business	advisor	who	can	also	represent	you	in	a	deal	is	definitely	recommended.	

If	you	are	a	potential	buyer	in	these	challenging	times,	there	are	certain	guidelines	for	if	and	how	
you	should	pursue	acquiring	another	company.	First,	it	is	probably	not	a	good	idea	to	do	this	if	
you	are	already	faced	with	significant	disruption	in	your	own	firm.	Finding	the	right	target	is	very	
time-consuming,	 as	 is	 due	 diligence	 and	 negotiation	 prior	 to	 deal	 closure.	 Furthermore,	
assimilating	the	acquired	company	 into	your	own	operation	can	often	be	even	more	difficult.	
Simply	 put,	 make	 sure	 you	 have	 the	 resources	 and	 availability	 to	 devote	 to	 such	 a	 major	
undertaking.	Having	 said	 this,	 a	 competent	 third-party	advisor	who	 specializes	 in	acquisitions	
(think	 of	 this	 as	 a	 hybrid	 consultant/business	 broker)	 can	 be	 very	 helpful	 in	 minimizing	 the	
workload	 associated	 with	 buying	 a	 business.	 If	 you	 think	 of	 them	 and	 manage	 them	 as	 an	
extension	of	your	senior	team,	the	process	can	be	much	more	fruitful.	

Another	thought	is	that	there	is	always	a	degree	of	uncertainty	and	risk	in	doing	an	acquisition.	
While	you	can	never	know	everything	nor	predict	the	future,	there	are	definitely	a	set	of	key	
questions	that	you	want	to	have	reasonably	answered.	These	are	generally	common	across	all	
potential	deals,	but	you	should	consider	any	additional	ones	that	may	pertain	to	your	situation.	
The	aforementioned	issues	related	to	the	seller’s	handling	of	employee	safety,	policy	compliance,	
etc.	are	examples	of	this.	Another	is	the	effect	that	an	acquisition	will	have	on	the	employees	of	
the	company	you	are	buying.	Because	of	 the	stress	 the	pandemic	 is	obviously	causing,	 this	 is	
especially	important	due	to	already	fragile	morale	and	the	inefficiencies	that	result	from	smaller	
staffs.	

	

Summary	and	Conclusions		

Despite	the	trauma	and	havoc	that	the	pandemic	has	unleashed,	there	are	many	opportunities	
for	successful	M&A	in	the	small	business	sector.	As	long	as	the	decisions	to	do	this	are	made	with	
attention	to	avoiding	the	extremes	and	balancing	the	trade-offs,	 there	 is	no	reason	that	both	
parties	can’t	benefit	and	move	our	economy	forward.	


