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M&A – No Place For Do-It-Yourself: 
Who Dares to Sell His Company on His Own? 

 
Selling one’s business seems to be a common strategy nowadays, and many business owners choose to 
sell their company themselves. After all, no one understands a company’s rationale and motivations better 
than the owners themselves.  
 
Yet most owners underestimate the major risks of selling a company themselves: 

� Talking to too few buyers – and to the wrong buyers 
� Overworked employees 
� Inaccurate valuation 
� Giving away sensitive information for free 
� Most importantly: losing focus on your own business 

However, there are even major risks that can cause more damage to sellers. 
 
 

Do You Know Your Transfer Channel? 
 
One major risk which most business owners are not even aware of: They think they only have one way to 
transfer their business, and that is to sell out to the highest bidder without extensive planning. In the book 
“Private Capital Markets” by our partner Rob Slee. He institutionalized the Business Ownership Transfer 
Spectrum, the intellectual foundation for Exit Planning, a relatively new industry. In Rob’s view, owners 
have hundreds of choices by which to transfer a private business or business interest. 
 
Yet, these alternatives can be categorized in “transfer channels”. 
 
Within the whole Spectrum, an owner has seven transfer channels from which to choose: 

1. Employees  
2. Trusts or charitable organizations 
3. Family  
4. Co-owner  
5. Outside - retire  
6. Outside - continue  
7. Public 

The choice of channel is manifested by the owner’s motives and goals.  
 
These macro private transfer options attract a cluster of specific alternatives, called transfer methods. 
Transfer methods—the actual techniques used to transfer a business interest—are grouped under transfer 
channels. Certain methods are exclusively aligned with certain channels, while other methods can be 
applied across channels. Transfer channels and transfer methods provide a construct by which the range 
of business transfer options can be explained. 
 
 

Do You Know Your Value Worlds? 
 
An important revelation at this stage: transfer methods correspond to specific ways to determine values, so-
called value worlds.  
 
In other words: An owner’s motive for a transfer respectively a specific transfer channel leads to the choice 
of a transfer method, which by itself is linked to a specific value world. Each value world employs a unique 
appraisal process that yields a particular value. Thus, an owner can plan the timing and value of the business 
in a transfer. Every middle market company has a constellation of correct values at a given time, and the 
spread between high/low values can be considerable. Rob Slee called this “value relativity”. 
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Since private securities do not have access to an active trading market, they must rely on point-in-time 
appraisal or transactional pricing to determine value. Either a private valuation must be undertaken, or a 
transaction must occur to determine the value of a private interest. The necessity to know the value of a 
business interest gives rise to a value world.  
 
Value worlds weigh significant importance because each value world has one or more authorities that 
prescribe how valuation will be done, and the different appraisal process yields particular values. Every 
private company, therefore, has many different (and correct) values at any point in time, depending on the 
reason for the valuation, and relative to the value world in which is it viewed. Transfer methods select value 
worlds. So planning an exit can only happen within this framework, and not knowing about value worlds 
usually leads to incorrect decision-making. 
 
In his book, Rob Slee showed that the values for a “Private Company” can be seven times more in the 
highest-value world as compared to the lowest-value world. In brackets, I added the corresponding figures 
based on my continental-European experience. 
 
Private Company Values  Asset market value $ 2.4 mil 
by Value World: Collateral value $ 2.5 mil 
 Insurable value $ 6.5 mil (4.5 mil) 
 Investment value $ 6.8 mil (4.8 mil) 
 Financial market value $ 13.7 mil (6.6 mil) 
 Owner value $ 15.8 mil (10.0 mil) 
 Synergy market value $ 16.6 mil (12.0 mil) 
 Public value $ 18.2 mil (9.6 mil) 
 
Every private business interest embodies an array of possible values. Proof of this statement is empirically 
evident.  
 
 

War of The Value Worlds 
 
It seems strange to many observers that the same business interest at the same time can be correctly 
appraised as a host of different values. The reason is that each value world has its own authority, which is 
the agent or agents that govern the world. We prefer to use the term “convention” because most of these 
interactions are based on voluntary decisions. Authority has the primary responsibility to develop, adopt, 
promote, and administer standards of practice within that world. Authority (or convention) decides which 
reasons are acceptable in its world, sanctions its decisions, develops methodology, and provides a coherent 
set of rules for participants to follow. 
 
Even though valuation is the language of private capital markets, it would seem the players speak different 
dialects. Thus, not knowing about value worlds usually leads to a “war of the worlds”.  
Agreement occurs only when the parties either transact in a neutral world, such as market value, or the 
party with the greater pull forces the other participant to play in their world. This in turn shows the limited 
value of exit planning, for most exit planners think every company has just one value. 
 
An exit can be engineered by using as many transfer methods as necessary to clarify and meet an owner’s 
goals. But business owners choose their transfer values the moment they decide how they will transfer their 
businesses. 
 
Proper exit planning helps owners clarify their transfer goals. But avoid planners who attempt to force their 
own motives down owners’ throats. There are many different ways to transfer a business interest .... Let the 
owners decide which methods best meet their goals. 
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Liquidity Plan 
 
A Liquidity Plan contains all qualifying ways an owner can transfer the business. 
The Plan fully describes and then values each transfer method. 
 
Most importantly, it summarizes the findings in just one page, because that is all the typical owner will read. 
He can see the constellation of values and then at least begin an adult transfer discussion. 
 
Every owner needs a Liquidity Plan at some point.  
Big exception: the Life Stylers 
 
 
 
 
 
 

Post Scriptum 
 
PS 1:  Despite its obvious value, it is surprising to learn how few business owners employ strategic exit 

planning or liquidity plans – either by their own or with advisors’ assistance. In practice, I almost 
exclusively observed this with private equity and venture capital investment managers – and even 
in this category only with the top players. 

 
PS 2: Value is in the eye of the observer 
 

Rob’s findings correspond to a high degree with our views. For 25 years, I have been preaching 
that value is relative: there is only “ONE REAL VALUE” of any company, but one for each person 
looking at the company: the future net pay-backs to be derived discounted by the internal rate 
of return. 
Both variables differ for each prospective buyer, because any new owner will bring different 
capabilities to the table, thus changing the future pay-back stream; and each has different IRR 
expectations. An acquisition of business interest is simply another mode of investment – though the 
most complicated one, probably. 
 
Consequently, an advisor’s job is identifying the counterparty/-parties prepared to pay the highest 
price – because he sees the highest added value. 
 
I confess this is a highly atomizing approach. 
 
15 years ago, Rob developed his views which categorized the cosmos of potential buyers in a more 
structured way because in the US, the choice of channels has always been much broader than in 
continental Europe. 
 
Though – in the meantime – good old Europe is catching up.  

 
 
 
 

This article is dedicated to Rob Slee. 

Many paragraphs are based on his comments – which at his courtesy I am allowed to use. 

Thank you Rob, for your enlightening ideas and concepts that have always challenged my own. 


