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Buy, enhance, sell – a money making opportunity!
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My much-loved local café has changed hands again. The last owner bought the business around 2 years ago and made some immediate improvements to the décor – a simple paint job made a huge difference – the furniture was steam cleaned and refreshed. Then the staff were given sales training in how to treat customers and the food and coffee presented in trendy bistro style. 
He increased the prices but actually provided better value for money. The menu was changed regularly to ensure repeat customers did not get bored.
The difference, almost overnight, was spectacular and the café went from a barely patronised, dowdy snack bar to a thriving café that was continually busy. The following year, when he had to turn away patrons, he opened a couple of suburbs away and spread his trained staff across both locations repeating the success formula. 
Now he's sold up - for much more than he paid. If he can do this every year or two to an ailing café or any other business, he stands to make a tidy profit as a successful serial business enhancer.

The beauty about what he did to the café was that he didn't invest a massive amount of money into the business. He didn’t even have a background in running cafés or restaurants. He merely added energy, flair, basic business skills and customer focus.
The buy-enhance-sell model can be lucrative if you can make improvements quickly and cheaply resulting in a good return on investment. 
What is the secret?
· Look for a business that is not too dependent on its owner

Some entrepreneurial companies have built their customer base on their own personalities, reputation and skill. This means that when the current owner leaves the customer base, and staff, are at risk. This risk could be mitigated if the business you have purchased is your key skill area.
· Choose a business that does not require a huge capital injection
If you need to invest large amounts to secure premises, develop software or purchase essential equipment, you're going to be enslaved by the business until you recoup your money.
· Ensure you conduct a thorough due diligence process

It is amazing what is hidden under the sales spiel when you delve into the detail of the business. It is worth spending the time and money to conduct this part of the purchase with an expert.
· Make sure the location lends itself to increased patronage

Stand outside the shop and count how many people pass by. Check the volume of people living or working within three blocks of the location. These will be your first target market. Then identify the demographical changes and make sure these potential customers are in the demographic group attracted to your style of business.

If the location is perfect then make sure the lease is transferrable and can be extended to provide enough time to cover the next owner. This is best done with a series of options.
· Systemise like crazy
You need to sell a business that anyone can operate. Start by documenting directions for every process. Write a clear set of procedures for everything the business does and test them by giving them to someone unrelated to the business. They should be able to follow your instructions and do the work - whether it's making a cup of coffee, recruiting and inducting a new staff member, ordering supplies, paying wages, organising rosters or processing customer queries.

· Don't get emotionally attached

It's fine to be enthusiastic, even passionate, about the business and its potential. But avoid getting too involved if your ultimate goal is to sell! You have to focus on making decisions based purely on generating a return on investment for every dollar spent. When you become emotionally involved with your businesses, you can often overstay your welcome and become caught up in the business instead of working on the business. 

· Have a good marketing and business plan

You should develop a detailed business plan. This will properly identify the market potential, set out an advertising and marketing plan and detail the potential of the business growth over the next 3-5 years. The plan should identify the competitors and the differentiating factors of your business or product. This will provide comfort for potential purchasers.

I find that including a risk analysis detailing mitigating actions helps the new purchasers better understand the business. 
A good business plan adds tangible value to the venture.
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If you like the adrenalin rush of being challenged, of really hard work, of making a difference to a business and then moving on to the next challenge, then try the buy-enhance-sell formula …... you could make a motza!
Leslie Lofthouse

Senior Business Consultant

Kleinhardt Pty Ltd
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