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Considering Selling Your Startup? Here Are the Risks You Need to
Know

Article

Selling a startup to a corporation can be an enticing opportunity for many entrepreneurs, but it’s
crucial to consider the potential risks and downsides before making a decision. While a
corporation can provide access to more resources, bigger budgets, and better brand recognition,
entrepreneurs should be aware that they may lose control over their company’s direction and may
not be able to create as they did before.

One of the most significant risks associated with selling a startup to a corporation is that the
acquiring company may change the core of the startup to suit its own purposes. This can be
especially challenging for entrepreneurs who have a strong vision for their company’s future and
may not want to compromise their values or goals.

Additionally, entrepreneurs should be aware that they will no longer be the real decision-maker
once their startup has been acquired. They will be managers under other managers who have
different priorities, and they may have to watch their company go in a direction they don't like.

Another important factor to consider is that corporations may not prioritize the growth and
development of the startup once it has been acquired. Public companies are often more concerned
with boosting their own stock prices than with the long-term success of the startups they acquire.
Entrepreneurs should be wary of corporations that may be acquiring their startup solely to
eliminate competition or to take advantage of the startup’s technology.

It's also essential to have a plan for what to do with the money received from the sale of the
startup. Some entrepreneurs may jump too quickly into a new venture without a solid planin
place, while others may hesitate for months or even years before making a move. It’s important to
strike a balance between short-term finances and long-term results and to be smart about how the
resources are allocated.

Choosing the right buyer is also crucial in ensuring a successful acquisition. Entrepreneurs should
seek out a buyer that shares their vision for the startup’s future and is willing to invest in its
growth and development. It’s also important to set deadlines for potential buyers to ensure that
opportunities are not missed.

Ultimately, while selling a startup to a corporation can be a lucrative opportunity, it's important to
carefully consider all the potential risks and downsides before making a decision. By weighing the
pros and cons and having a solid plan in place, entrepreneurs can make the best decision for their

startup’s future.
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Agenda
Acquisition
- The process of one company taking over another company or its assets
- “The acquisition of the startup by the corporation was completed last month.”
Core
- The central and most important part of something
- “The core values of the company were what attracted the corporation to the startup.”
Transparent
- Open and honest; free from deceit or concealment

- “If the corporation cannot be transparent about their plans for the startup after the acquisition, it may
be a red flag.”

Obligated
- Required or expected to do something
- “The corporation is not obligated to keep the original team after the acquisition.”
Operating efficiency
- The ability of a company to produce goods or services with minimal waste, cost, or effort

- “The corporation may not be concerned with the startup’s operating efficiency if it only
acquired the company to eliminate competition.”

Concrete plans
- Plans that are specific, detailed, and well-defined

- “It's important to find out if the corporation has concrete plans for the startup’s further development
before accepting an acquisition offer.”

Pitfall

- A hidden or unsuspected danger or difficulty
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- “The pitfall of not having a plan for the money dfter the sale is that founders may make poor decisions
with it.”

Enforce
- To make sure that people obey a particular rule or law

- “It's important to enforce a deadline for all buyers during the acquisition process to avoid missing out
on potential sales.”

Ambitions
- A strong desire to achieve something, typically requiring determination and hard work

- “Startups must balance their short-term finances and ambitions with their long-term goals before
agreeing to a sale.”

Wrangle
- To negotiate or argue with someone in order to reach an agreement

- “By positioning the startup as a vital part of the buyer’s business plan, they may be able to wrangle
more favorable deal terms.”

Discussion

1. Have you ever considered the benefits and drawbacks of working for a big corporation versus a
smaller company? What are the main differences, and which do you think would be a better fit for
you?

2. What are some strategies you use to make important business decisions? How do you weigh the
potential risks and benefits, and what factors do you consider?

3. What are some common misconceptions about selling a company, and what advice would you
give to someone who is considering selling their business?
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