
buy then build summary
buy then build summary is a strategic approach to acquiring and growing businesses
that combines the benefits of purchasing an existing company with the advantages of
entrepreneurial expansion. This method emphasizes buying a stable, often profitable
business and then applying proven growth strategies to scale it further. Unlike traditional
startup models, buy then build reduces initial risk by leveraging an established customer
base, operational systems, and revenue streams. This article explores the key concepts
behind the buy then build strategy, its advantages, implementation steps, and
considerations for prospective business buyers. Understanding this approach provides
valuable insights for entrepreneurs, investors, and business owners seeking sustainable
growth. The following sections cover an overview of buy then build, benefits, strategic
execution, financial aspects, and common challenges.
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Key Steps in Implementing Buy Then Build

Financial Considerations and Funding Options
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Understanding the Buy Then Build Strategy
The buy then build strategy involves acquiring an existing business and then focusing on
expanding its operations, improving efficiency, or entering new markets. This approach is
designed to capitalize on the foundation already established by the purchased company,
such as its brand recognition, customer relationships, and operational infrastructure. Buy
then build contrasts with starting a business from scratch, offering a faster route to scale
and profitability.

Definition and Concept
At its core, buy then build means purchasing a business with growth potential and then
applying strategic initiatives to increase its value. This could involve enhancing marketing
efforts, optimizing operations, diversifying product lines, or acquiring additional companies
to create a larger business platform. Entrepreneurs using this method aim to create a
compound effect by layering growth on top of a solid base.



Typical Business Types for Buy Then Build
Businesses targeted in buy then build strategies often have stable cash flows, loyal
customers, and room for operational improvements. Common industries include service-
based companies, manufacturing firms, technology businesses, and niche market
providers. The ideal acquisition candidate is usually profitable but underperforming relative
to its potential, making it ripe for expansion through strategic management.

Advantages of the Buy Then Build Approach
Using a buy then build approach offers numerous advantages compared to starting a new
business or acquiring a company for passive ownership. This method combines ownership
with active involvement in growth, leading to potentially higher returns and reduced risks.

Reduced Startup Risk
By purchasing an existing business, buyers avoid many uncertainties associated with
startups, such as market entry challenges and unproven business models. The acquired
company already has a proven product or service, established customer base, and
operational history, all of which reduce the risk of failure.

Faster Time to Market and Revenue Generation
Acquiring a functioning business enables immediate access to revenue streams and market
presence. This is especially beneficial for entrepreneurs seeking quicker returns on
investment compared to the longer timelines required for building a business from the
ground up.

Scalability Through Strategic Growth
Buy then build allows for scaling by implementing improvements, expanding product
offerings, or acquiring complementary businesses. This strategic growth can create
economies of scale, enhanced market share, and increased profitability.

Access to Existing Customers and Suppliers
The existing relationships cultivated by the acquired business provide a valuable foundation
for growth. Maintaining and expanding these relationships can lead to new sales
opportunities and operational efficiencies.



Key Steps in Implementing Buy Then Build
Successful execution of the buy then build strategy requires careful planning, due diligence,
and management focus. The following steps outline the critical actions needed to maximize
the potential of an acquired business.

Identifying the Right Acquisition Target
Finding a suitable business to acquire is the first and most crucial step. Potential targets
should have strong fundamentals, growth potential, and align with the buyer’s strategic
objectives. Comprehensive research and analysis help in identifying candidates that fit
these criteria.

Conducting Thorough Due Diligence
Due diligence involves a detailed examination of the target company’s financials,
operations, legal status, and market position. This process uncovers risks and opportunities,
enabling informed decision-making and negotiation of purchase terms.

Negotiating and Structuring the Acquisition
Negotiation focuses on price, payment terms, warranties, and transition arrangements.
Structuring the deal properly can optimize tax benefits and protect the buyer’s interests.

Post-Acquisition Integration and Growth Planning
After acquisition, integrating the new business into the buyer’s broader strategy is
essential. This includes aligning management, implementing operational improvements,
and initiating growth initiatives such as marketing campaigns, product development, or
additional acquisitions.

Monitoring Performance and Adjusting Strategies
Ongoing performance monitoring ensures that growth objectives are met. Adjustments to
the business model or operations may be necessary based on market feedback and internal
results.

Financial Considerations and Funding Options
Financing a buy then build strategy requires careful consideration of available capital,
funding sources, and financial structuring to maximize return on investment and minimize
risks.



Common Funding Sources
Buyers typically use a mix of funding sources to finance acquisitions, including:

Bank loans and traditional lending

Private equity and venture capital

Seller financing and earnouts

Personal funds and investor contributions

Valuation and Pricing Strategies
Determining the fair value of the target company is essential to avoid overpaying. Valuation
methods may include earnings multiples, discounted cash flow analysis, and asset-based
approaches. Negotiation should focus on achieving a price that reflects both current value
and growth potential.

Managing Cash Flow and Profitability
Post-acquisition, managing cash flow effectively is crucial to fund growth initiatives and
service any acquisition-related debt. Maintaining profitability while investing in expansion is
a delicate balance that requires sound financial management.

Common Challenges and How to Overcome Them
While buy then build offers many benefits, it also presents challenges that must be
addressed to ensure success.

Integration Difficulties
Combining operations, cultures, and systems can be complex. Poor integration may lead to
employee turnover, customer dissatisfaction, and operational disruptions. A detailed
integration plan with clear communication helps mitigate these risks.

Overestimating Growth Potential
Buyers sometimes expect rapid growth that the business cannot sustain. Realistic goal
setting, backed by market research and operational data, helps set achievable targets.



Financial Strain from Acquisition Costs
High acquisition costs and debt servicing requirements can strain resources. Careful
financial planning and conservative leverage ratios help maintain financial stability.

Maintaining Customer and Employee Loyalty
Change can unsettle customers and employees. Transparent communication and efforts to
preserve company culture support retention and satisfaction.

Regulatory and Legal Risks
Compliance with relevant laws and regulations is mandatory. Conducting thorough legal
due diligence and seeking expert advice reduces exposure to regulatory risks.

Frequently Asked Questions

What is the main concept behind the 'Buy Then Build'
strategy?
The 'Buy Then Build' strategy involves acquiring an existing business first and then growing
or scaling it, rather than starting a business from scratch. This approach leverages the
existing infrastructure, customer base, and cash flow to build a more valuable enterprise.

Who is the author of 'Buy Then Build' and what is the
book about?
The book 'Buy Then Build' is authored by Walker Deibel. It focuses on guiding
entrepreneurs on how to acquire existing businesses and grow them successfully,
presenting acquisition as a viable alternative to starting a business from the ground up.

What are the advantages of the 'Buy Then Build'
approach compared to starting a new business?
The advantages include reduced risk since the business is already operational, immediate
cash flow, existing customer relationships, and established brand recognition. It also often
requires less time to profitability compared to starting a new business.

What types of businesses are ideal candidates for the
'Buy Then Build' strategy?
Ideal candidates are stable, profitable small to medium-sized businesses with potential for
growth, strong customer bases, and operational efficiencies that can be enhanced. These



businesses should also fit the buyer's skills and interests for effective management and
scaling.

How can entrepreneurs finance a business acquisition
under the 'Buy Then Build' model?
Entrepreneurs can finance acquisitions through various means such as SBA loans, seller
financing, private equity, personal savings, or partnerships. The key is to structure the deal
in a way that leverages the business’s cash flow to support debt repayment and operational
growth.

Additional Resources
1. Buy Then Build: How Acquisition Entrepreneurs Outsmart the Startup Game
This book by Walker Deibel explores the strategy of buying existing businesses instead of
starting from scratch. It offers a comprehensive guide on how to identify, evaluate, and
acquire profitable companies. The author emphasizes leveraging acquisition as a faster and
often less risky path to entrepreneurship.

2. The Art of Buying a Business: Proven Strategies and Insider Tips
This book dives into the practical aspects of purchasing a business, covering negotiation
tactics, valuation methods, and due diligence processes. It helps readers understand the
complexities involved in acquisitions and how to avoid common pitfalls. The author shares
real-world examples to illustrate effective buying strategies.

3. Acquisition Entrepreneurship: How to Buy and Grow a Business
Focused on acquisition entrepreneurship, this book guides readers through the entire
process of buying a business and then scaling it for success. It discusses financing options,
integration techniques, and growth strategies post-acquisition. The book aims to empower
entrepreneurs to build wealth through smart acquisitions.

4. Buy Then Build: The Entrepreneur’s Guide to Acquiring and Growing a Business
This guide elaborates on the buy-then-build approach, explaining why acquiring an
established business can be more advantageous than starting a new one. It covers
identifying opportunities, securing funding, and managing the transition smoothly. The
book also addresses mindset shifts necessary for successful acquisition entrepreneurship.

5. Smart Acquisition: How to Buy a Business and Make It Thrive
This book provides a step-by-step roadmap for buying and revitalizing existing businesses.
It highlights key evaluation criteria to ensure sound investments and discusses strategies
for operational improvements. Readers learn how to transform acquired companies into
thriving enterprises.

6. From Buyer to Builder: Accelerating Growth Through Acquisition
Focusing on growth acceleration, this book explains how entrepreneurs can use acquisitions
as a tool to rapidly expand their business portfolio. It covers strategic planning, market
analysis, and integration challenges. The author offers insights on building value quickly
after purchase.



7. The Acquisition Blueprint: A Practical Guide to Buying and Building Businesses
This practical guide breaks down the acquisition process into manageable steps, from initial
search to closing the deal. It provides templates, checklists, and negotiation tips to
facilitate successful purchases. The book is designed for entrepreneurs seeking structured
guidance in buy-and-build ventures.

8. Buy, Build, and Scale: Mastering the Acquisition Entrepreneur Mindset
This book focuses on the psychological and strategic mindset needed for acquisition
entrepreneurship. It explains how to identify the right businesses, overcome acquisition
fears, and implement growth strategies effectively. The author shares motivational stories
and actionable advice to inspire readers.

9. Building Wealth Through Business Acquisition
This book highlights the financial benefits of buying established companies as a means to
build wealth. It covers investment analysis, risk management, and exit strategies. The
author encourages readers to view acquisition as a long-term wealth-building strategy
rather than a quick fix.
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