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1. The Case for Acquisition

Most bootstrappers assume the only path is building from scratch. But there’s a pattern that's quietly
becoming one of the most effective strategies in bootstrapped SaaS:

Buy a SaaS that already works. Make it better. Then decide whether to hold it or sell it.

Two paths into SaaS. Very different risk profiles.

Path A: Build From Scratch Path B: Buy an Existing SaaS

6—12 months building an MVP before a single customer
1-2+ years searching for product-market fit

High failure rate—most startups never reach profitability
Requires technical skills (or a co-founder) to build the
product

Revenue starts at zero and grows slowly

Why this works for bootstrappers

Paying customers and revenue from day one
Product-market fit is already proven

You can verify financials, talk to customers, and audit
the product before committing

Requires operational and growth skills—you improve
the business, not build the code

Cash flow positive from close—you’re operating from
strength, not survival

Skip the Valley of Death. The #1 reason startups fail is running out of time and money before finding
product-market fit. When you buy, that problem is already solved.

Your skills are the value. Most bootstrappers are strong operators—good at marketing, systems,
pricing, customer experience. Those skills are incredibly valuable when applied to an existing
business. You don’t need to be the one who builds the product.

Financing makes it accessible. You don’t need the full purchase price in cash. SBA loans, seller
financing, and earn-outs can dramatically reduce what you need upfront.

The math is compelling. Buy a business doing $5K/month. Improve operations, fix pricing, invest in
marketing. Grow it to $15K/month in 1-2 years. You've tripled your investment—and you can sell it or

keep collecting the cash flow.
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Real Example: | bought a SaaS in a niche | knew nothing about—a platform for animal breeders. It had
solid revenue and a clear niche, but room for improvement. | applied the same operational playbook I'd
used on my own businesses: tightened operations, improved pricing, invested in working marketing
channels. Within two years, the business had grown 10x. | sold it in year three.

The lesson: you don’t need to be passionate about the niche. You need to be good at the
systems. Marketing, ops, pricing, team—those skills are transferable. The niche expertise, you can
learn or hire for.
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2. Build vs. Buy Decision Matrix

Acquisition isn’t right for everyone. Use this matrix to evaluate whether buying or building is a better fit for
where you are right now.

Building Might Be Better Buying Might Be Better

Timeline

Capital

Risk Profile

Skills

Domain

Exit Goal

Energy

You have 2—-3+ years to reach profitability

Limited upfront capital, willing to invest time
instead

Comfortable with product-market fit risk

Deep technical skills; you can build the

product yourself

Deep expertise in a specific niche with an
unsolved problem

No urgency—building for the long haul

Energized by the 0-to-1 creation phase

You want revenue from day one

Capital available (savings, loans, seller
financing)

Prefer validated revenue and existing
customers

Strong at marketing, ops, or management
Operational skills are transferable; niche can
be learned

Want a 3-5 year acquisition-to-exit cycle

Energized by optimizing and scaling what
already works

The Hybrid Path: You can also buy a small SaaS as a foundation and then build on top of it. This gives
you validated revenue and the creative satisfaction of building—while dramatically reducing your
time-to-value.

If you're reading the right column and nodding, acquisition might be a great fit for you. The question
becomes: what should you actually look for?
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3. What Makes a SaaS Worth Buying

Not every Saas for sale is a good deal. After multiple acquisitions, here are the five factors I've found that
separate great opportunities from expensive mistakes.

1. Proven, Recurring Revenue

The whole point of buying is to skip the uncertainty of building from zero. Look for consistent or growing
MRR that you can verify—not just the seller’'s word, but data you can see in the payment processor.
Revenue should come from multiple customers, not be concentrated in one or two accounts. A business
where 30% of revenue comes from a single customer is a business where one cancellation is a crisis.

2. Owner Dependency (It's Not Always a Dealbreaker)

Owner dependency is the single biggest factor that affects both risk and price. A business where the
founder IS the business—handling support, writing code, closing every sale—will be cheaper to buy, but it
means more work upfront to document and systematize. If the founder is willing to work with you through
the transition, that can actually be a great opportunity. | acquired UniHop this way—it took two grueling
months to document everything, but the business was worth 70% more than what | paid almost
immediately after we closed. More work at first, but potentially a great deal.

3. A Product People Actually Use

Revenue is one signal, but engagement is another. Are customers actively using the product, or just
forgetting to cancel? Healthy activation rates (users who sign up and actually become paying customers)
and manageable churn tell you that product-market fit is real—not just a historical artifact. You want a
product that solves a genuine problem people are willing to keep paying for.

4. Clear Growth Levers You Can Pull

The best acquisitions are businesses that are good but underoptimized. Maybe the pricing hasn’t been
updated in years. Maybe there’s no real marketing beyond word of mouth. Maybe onboarding is clunky
and driving unnecessary churn. When you can look at a business and see 3—4 things you know how to
improve, that's where the upside lives. You're not buying perfection—you’re buying potential that matches
your skills.

5. A Maintainable Foundation

The product doesn’'t need to be built with the latest technology, but it does need to be maintainable. A
codebase that requires a full rewrite is a second startup—you’d be building from scratch with extra
baggage. Look for something a competent developer can work with and improve incrementally. The
business should also have clean, verifiable financials—if the seller can’t produce clear records, that's a
signal.
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The opportunity insight: A business that’s “messy but profitable”—poor documentation, underpriced
plans, no marketing strategy, founder doing everything—can actually be the best acquisition target.
Those are solvable problems. What's not solvable is a product nobody wants or revenue that isn’t real.
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4. The SaaS Lifecycle Framework

Buying a Saas is just the beginning. The real value—both financial and personal—comes from what you
do after. This framework maps the journey from acquisition through exit.

7

ACQUIRE

Buy the asset and take ownership
< Transition relationships: customers, team, vendors
¢ Understand the business deeply before making changes
« Resist the urge to “fix everything” in week one

¥

e OPTIMIZE

Make it efficient — reduce owner dependency
e Document every process. Build SOPs. Delegate.
 Fix pricing—most acquired SaasS is underpriced
« Improve onboarding and activation to reduce churn
e This is where a business becomes an asset, not a job

v

-
SCALE
Grow with leverage — systems are in place
¢ Double down on marketing channels with proven ROI
¢ Invest in the product: features that reduce churn or increase ARPA
« Grow revenue without growing your personal involvement
\

-

7

° EXIT (or HOLD)

Sell the asset, or keep it as an investment
* A well-optimized SaaS is a cash-flowing investment
¢ Or sell it: clean financials + low owner dependency = maximum value
e The same work that creates freedom creates exit value

The freedom insight: | built my first SaaS in 2004 and spent years getting it to the point where it ran
without me—under four hours a week—while | traveled to 45 countries with my family. What |
discovered is that the work that creates personal freedom (documenting, delegating, systematizing) is
the same work that makes a business sellable. You're not choosing between lifestyle and exit. They're
the same path.

Brandon Pearce | brandonpearce.com/microconf | Page 7



5. Key Terms Glossary

The language of SaaS acquisition can feel intimidating at first. Here’s a plain-English guide to the terms
you'll encounter.

Financial & Valuation

MRR / ARR: Monthly / Annual Recurring Revenue. The predictable revenue from subscriptions.

SDE: Seller’'s Discretionary Earnings. Profit + owner’s salary + one-time expenses. The standard valuation basis for
bootstrapped SaaS.

Multiple: The factor applied to SDE to determine purchase price. Example: 3.5x multiple on $100K SDE = $350K.
Churn Rate: Percentage of customers (or revenue) lost each month. Lower is better.

LTV / CAC: Customer Lifetime Value / Customer Acquisition Cost. Healthy ratio is 3:1 or better.

ARPA: Average Revenue Per Account. Total MRR divided by number of customers.

Add-backs: Non-recurring or owner-specific expenses added back to profit during valuation (e.g., owner’s salary,
one-time legal fees).

Deal Structure

LOI: Letter of Intent. A non-binding agreement outlining proposed deal terms before due diligence.

SBA Loan: Small Business Administration loan. Government-backed financing for business acquisitions.
Seller Financing: When the seller agrees to receive part of the payment over time, usually with interest.
Earn-out: A portion of the purchase price paid based on future performance milestones.

Due Diligence: The investigation process where you verify everything the seller claims about the business.

Escrow / Holdback: A portion of the purchase price held for a period post-sale to cover potential issues.

Business Health

Activation Rate: The percentage of users who sign up and become meaningful, paying users of the product.
Key-Person Risk: When the business depends heavily on one individual (usually the founder).

Net Revenue Retention: Whether existing customers are spending more or less over time. Over 100% means
expansion.

Tech Debt: Accumulated shortcuts or outdated code that will eventually need to be addressed.
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About Brandon Pearce

I've been building, buying, growing, and selling SaaS businesses for over 21 years.

I built my first SaaS in 2004, grew it to a team of 20, and designed it to run without me—which allowed me
to travel the world with my family to 45 countries over more than a decade, working under four hours a
week. | sold that business in 2021.

Since then, I've acquired and sold additional SaaS businesses—including one | grew 10x in two years and
exited in year three. I'm currently running two SaaS companies | recently acquired.

Now | help other bootstrapped founders navigate SaaS acquisition through consulting. If you're thinking
about buying a SaasS, | can help you avoid the expensive mistakes and move through the process with
confidence.

What Working Together Looks Like

Acquisition Consulting: | walk you through the entire process—from clarifying what to buy and where to
look, through evaluating businesses, negotiating deals, conducting due diligence, and closing with
confidence. I've done this myself multiple times. I'll help you do it right the first time.

Growth Consulting: Already acquired? | help you optimize and scale—pricing, operations, marketing,
team, and systems—so the business grows while your involvement shrinks.

Exit Consulting: When you're ready to sell, | help you maximize value, find the right buyer, negotiate the
deal, and close with confidence.

Want to keep the conversation going?

Sign up for my monthly essays on building, buying, and selling SaasS:
brandonpearce.com/microconf

Ready to explore acquisition for yourself?
Learn more and apply: brandonpearce.com/consulting
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