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Top 8 Mistakes Made by Business Buyers 
 
Buying a business is a common practice among two primary groups: one, those who already 
have a business and would like to expand their product and service lines or grow their 
innovative and technological capacity, and two, those who have made a significant amount of 
money over the course of their careers and are looking to invest on new ventures or believe that 
buying an existing business is a better option than creating a new one. Needless to say, these 
people have enough experience and information as to how the market works and how money 
should be spent, but they are not exempted from making mistakes. Here, we will discuss the top 
8 mistakes made by business buyers. 
 
1. Focusing solely on the capacity to buy 
Just because you have a lot of money, it doesn’t automatically mean that you should buy a 
business. There is a false notion that there is nothing to lose because you already have lots of 
money anyway, and whatever it is that you’re spending is coming from your disposable income. 
This is a dangerous mindset. Buying a business is not as simple as buying a personal item -- it 
is an investment. You have to be thinking about the long term effects of that purchase. 
 
2. Focusing solely on strengths 
Business sellers will obviously market the strengths of their businesses. For instance, these 
sellers will highlight the strong profit margin of the businesses they are selling. If you are buying 
a business and this alone convinces you to purchase a business, think again. One, the profit 
margin is largely contingent on management, which means that if you buy the business, your 
management style is different from the previous owner’s, which means that there is no 
guarantee that your style will be compatible to the way the business should be run. Two, you 
should also consider the growth of the business. If there is high profit margin but low growth 
rate, that business might not be beneficial for your portfolio. 
 
3. Being too product or service centric 
As times change, businesses change as well. We’ve seen successful companies fail over time 
due to the failure to adapt to the changing demands of the market. Take BlackBerry or Nokia, 
for instance. They were once tech and mobile giants, but have been left behind by the trend. 
What’s the point? If you want to acquire a business, you should not let the products or services 
be the ultimate deciding factor as to whether or not you should acquire the business. You 
should look at the business as a whole, and how flexible it is, so that you can easily make 
changes to it in the future. 
 
4. Ignoring the people aspect 
This is highly related to #3. Because business buyers tend to be product or service centric, they 
tend to miss out on the core of the business -- its human resources. If a company has a good 



product or service, but has a high turnover rate, cases of deviant behavior from its employees, 
or overall dissatisfaction, it won’t be long until that business collapses. It is better to invest in a 
business that has a good history of employee retention and company culture; that way, they 
would not be as resistant to a change in management or to innovations in general. 
 
5. Putting due diligence at the backseat 
Knowing your rights and obligations are very important. At times, business buyers become too 
excited with the profitability aspect of their soon-to-be new business, and forget that the new 
business may have unresolved legal battles (with the government or private individuals) or 
fraudulent contracts. Conversely, they may also be too excited, to the point of railroading the 
process. Buying a business is a legal matter. Use the proper channels and means to analyze all 
aspects of the business you want to buy and do extensive research.  
 
6. Negotiating poorly 
While buying a certain business may already be a good deal in itself, it doesn’t hurt to try and 
negotiate a bit more. After all, some businesses may already be carrying losses that you will 
absorb that moment you buy them. As part of your growth and profitability strategy, you should 
negotiate not only the price, but also the terms of payment that will be favorable to you. 
 
7. Outsourcing the entire acquisition process 
You may have advisors and consultants that you trust and can make the purchase for you. But 
having very low involvement may hurt you in the long run. Your personal knowledge of all the 
things that happen in your business is crucial; let alone a big purchase that may change the 
direction of your company and life for good. A good businessman or investor is always involved 
in the acquisition process.  
 
8. Cutting ties with the previous owner/s of the business 
It may seem normal to abandon your relationship with the previous owner/s, for the simple 
reason that they’ve got nothing to do with the business now that it is yours. However, issues 
don’t end after the sale. You will encounter them as you go along, so it is best to keep in touch 
with the previous owners to get answers to the questions you may have for certain practices, 
suppliers, and things alike. Keeping good relationships are always beneficial for people involved 
in business. 
 


