
Business development companies (BDCs)* have 
been around since 1980.  But few people know 
about them -- especially how they might provide 
a solution for the increasing number of small busi-
nesses being put up for sale by retiring owners, 
particularly those with EBITDA below $2 million.

Companies above that level are finding a decent 
supply of buyers, especially with family funds 
jumping into the arena. And individual buyers typ-
ically can afford only the lower-priced companies. 
That leaves a gap, one in which BDCs can play an 
important role. 

PUBLIC INVESTMENT IN SMALL 
PRIVATE COMPANIES

BDCs were invented by the venture capital com-
munity to allow them to raise money from the 
general public rather than just from deep pock-
et investors.  BDCs were designed to be public 
companies that can issue public offerings (IPO 
and follow on offerings). The money raised must 
be used by the BDC managers to make invest-
ments in, acquisitions of, and loans to, small busi-
nesses — an enhanced version of what VCs do.  

SHAREHOLDERS CAN BUY AND SELL 
AT ANY TIME

However, unlike a normal VC which has a “buy 
low, sell high” business model, a BDC does not 
have to sell its holdings in order for its sharehold-
ers to realize profit. BDCs can buy and hold as 
long as they want because their investors own 
shares in a public company listed on a stock ex-
change. The shareholders can buy and sell their 
holdings at any time, unlike a direct investment in 
a small business.

RETIRING BUSINESS OWNERS: A 
SOLUTION AND AN OPPPORTUNITY

Anyone acquainted with the current crop of Wall 
Street BDCs might assume, correctly, that they 
would not be the type of BDC to address the low 
end of the middle market. How BDCs can be used 
to address the growing number of small business-
es for sale is the subject of another article, Re-
tiring Business Owners Flood Market. That article 
introduces Commonwealth Capital, a soon-to-
be SEC-registered BDC managed by Common-
wealth Group LLC, the nation’s premier consulting 
and fund management company specializing in 
the use of BDCs for small businesses.

Commonwealth Capital is launching a new ac-
quisition campaign to purchase a large number 
of small businesses, many of which fit the profile 
outlined above. For more information on this initial 
campaign and beyond, go to Selling A Business. 

If you are interested in learning more about how 
you might also team with Commonwealth Group 
to manage portions of our investment portfolio 
and receive compensation for doing so, please 
see our Fund Manager page.

* For a more in-depth look at BDCs, see Venture 
Capital 2.0 – The VC world is about to be disrupted 
– by something it created more than 35 years ago.

Michael Sauvante is Executive Director of Com-
monwealth Group.

 

BDCS – THE WAY TO INCREASED M&A DEAL FLOW?

Care to learn more about BDCs and 
the Commonwealth Capital opportuni-
ty? Meet me and other Commonwealth 
Group team members at the AM&AA 
2016 Summer Conference, July 27-29, 
in Chicago. Register here and join us!
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