
The Five Exit Strategies Every Small 
Business Owner Should Know 

 
Whether anticipated or not, every business owner should understand the exit strategies they 
can employ for their business. An exit strategy or exit plan organizes and outlines how you, as a 
business owner, plan to rid themselves of their investment in their business. An exit strategy 
helps business owners determine how they will proceed if they choose to close or sell their 
business. Entrepreneurs need an exit plan for the new businesses before starting their 
companies and continue to evolve the strategy as the market changes and the business grows.  
 
The most important question to ask yourself when determining an exit plan or strategy is, how 
will I protect my investment and minimize my losses?  The answer isn’t always comforting, but it 
is necessary to have a plan if you are ever faced with this problem. An exit plan is especially 
important if you seek financing from investors or lenders as they expect to know how their 
investment is protected if your company fails.  
 
Whether you are updating or tweaking your strategy or writing a new business plan, it is 
essential to consider all of your options. We’ve listed the five most crucial business exit 
strategies with which to familiarize yourself. Remember to weigh each method's pros and cons 
before implementation to determine if it is the best option for your business or company.  
 

Strategy #1: The Merger 
 
Mergers are best suited for two companies that are within the same industries or sell the same 
offerings and essential act as competitors. When these two companies no longer want to 
operate as competitors and instead work together, this is a great option.  
 
Mergers can increase a business’s value, which is a primary reason that investors often like this 
exit strategy. If considering a merger, it is essential to understand that you still need to be 
involved in the business. Those looking to disconnect from their business completely should not 
employ this strategy as you will still be considered an owner or manager of the company.  
 
There are five main kinds of mergers that you can use.  
 
● Horizontal: When both companies operate in the same industry. 
● Conglomerate: Neither business operates in the same industry nor shares a 

commonality. 
● Product extension: Each business has a product that goes well with the others.  
● Vertical: Both businesses utilize the same supply chain. 
● Market Extension: Businesses sell the same product or products; however, they 

compete in different markets.  



It is crucial to ensure that your business is a good fit with the other before merging.  
 

Strategy #2: Acquisition 
 
An acquisition occurs when one business buys another. So, if another company wants to 
acquire your business, you relent your ownership to the buyer. This is a strategy that typically 
occurs if your business is operating well or has valuable proprietary resources. A fantastic 
positive aspect of the acquisition is that you usually have the power to name your price. The 
acquiring business sees value in your business; therefore, they may be willing to pay a price 
higher than your company's actual value.  
 
If you are not ready to leave your business to someone else or plan on keeping it long-term, an 
acquisition is not the right exit strategy for you. It is essential, especially for entrepreneurs, to 
remember that a stipulation of your acquisition agreement may require you to sign a 
noncompete clause. This stipulation would not allow you to work for or start a similar business 
to the one you just sold.  
 
There are two different types of acquisitions, hostile and friendly. Those planning on an 
acquisition exit strategy should aim for a friendly agreement. 
 

Strategy #3: Selling to Someone You Already Know 
 
For some, their business is a legacy or a part of their lives that they would rather keep in their 
closest circle. If you have a healthy or potentially strong company, but you are ready to retire, 
leave your industry, or simply cut back, then selling your business to someone you already 
know maybe the best option. Some of the people you could sell your business to include: an 
employee, business colleague, family member, customer, friend, or anyone else that you know 
at least on a friendly basis.  
 
Before you sell your business to someone you know well or are just acquainted with, you 
should seriously consider the possible downfalls or drawbacks. Engaging in business with loved 
ones or those you know on a personal level can jeopardize your relationship outside of the 
company. To ensure that something like this does not occur, be sure to disclose as much 
information as possible regarding your liabilities and your business's profitability.  
 

Strategy #4: Initial Public Offering (IPO) 
 
Initial public offerings may also be referred to as an IPO or “going public,” This strategy occurs 
when you first sell part of your business’s stock to the public. While this does not work for 
every small business, it can be a great way to raise funds if you are looking to expand to secure 
part of your business. Unlike a privately held company, a public business forfeits some o its 
ownership to stockholders in exchange for capital  
 



Public offerings are for larger businesses and typically go through a high growth period. Taking 
your business public empowers you to secure excess funds to help pay off debt, launch new 
products or offerings, or expand your business. This may be a problematic strategy for much 
smaller companies as it can cost owners a lot of money and time.  
 

Strategy #5 Liquidation: 
 
Liquidation is usually a sign that the business has failed, and the owner(s) much sell off their 
assets to satisfy both creditors and investors. When liquidation occurs, businesses cease 
operations. Assets are sold, and creditors receive payment before investors.  
 
Liquidation is a very straightforward strategy as you are not required to negotiate or merge any 
part of the business – your company ends, and you pay off your creditors and investors as best 
as possible. Liquidation can often result in a loss of your business concept, your customers, and 
your reputation.  
 

Why You Need An Exit Strategy 
 
Having an exit strategy is just as vital to your business's success as your actual business plan. 
You need to ensure that your creditors, investors, and yourself are satisfied with the outcome 
of your business’s life. It is also crucial to have your companies goal clearly defined as some 
owners start businesses with the intention of selling or merging, while others fail. Whatever the 
case, you need to ensure that your strategy is well thought out and fully prepared.  


