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Overview 

Unless you are a franchise, your business is likely very 
unique. In many cases, it is the creation of its founder, and 
occupies a niche in the market, with its own set of unique 
characteristics.  
 

There are literally hundreds of factors that could impact the 
value of a business today and it’s potential future value, 
including product/service differentiation, industry growth 
and industry size, company market share, percentage of  
reoccurring revenue, degree of operational efficiency and 
service quality delivery to name a few.   

  

 



Overview 

When it comes to valuing a business, the natural place to 
start is its financial performance over the past 3 years and 
this performance will weigh heavily on a final valuation. 
Businesses that work hard to lower income and pay less 
taxes often see lower valuations than if they had paid the 
higher tax amount.   

Higher growth businesses will always be valued at higher 
multiples of cash flow than slow growing or stagnant 
businesses, and smaller businesses – those with annual 
revenues of $2 million or less-some would say $5 million or 
less-are typically valued using lower cash flow multiples than 
those used for larger businesses with revenues up to $50 
million.  



Overview 

But perhaps most important of all is the degree of 
industry disruption a company’s offerings represent.    

We use 8 Categories in this analysis to capture more 
than 30 primary characteristics of a business that 
impact it’s value and marketability. 

Each are important, and everything begins with a 
compelling vision and mission, a management and 
employee team with a strong plan, and the will to 
implement it.   



Overview 
 

¤  Vision, Mission, Strategy 

¤  Financial Performance & Condition 

¤  Marketing & Sales, Branding 

¤  Operations & Administration 

¤  Management & Employees 

¤  Customer Base 

¤  Industry Fundamentals 

¤  Growth Infrastructure 

Eight Categories of Business Value: 



Vision, Mission & Strategy   

¤  Ownership and Management have a 
clearly defined Plan on where they are 
going and how they expect to get there.  

¤  At the most valuable companies, owners, 
managers and employees all believe in 
the Mission and the Plan.  

¤  The Vision, The Mission, and all of the 
accompanying Strategies are consistent 
and supportive of each other. They are 
easy to understand and broadly 
communicated.   

 



Financial Performance & Condition 

¤  Strong Revenue and Income Growth 

Improving margins, operating leverage for 
growth.  

¤  Strong Capital Position 

Proper use of credit, optimal capital structure, 
debt low and not a burden on cash flow. 
Company assets primarily financed by equity 
capital & retained earnings.   



Financial Performance & Condition 

¤  Improving Profit Margins / Operating Leverage 

Gross and Operating Profit Margins improving, above 
industry peers, has some market pricing power. 

¤  Excess Cash Flows  

Consistently produce excess cash flow to reinvest in the 
business or distribute to ownership.  

¤  Inventory methodology: Effective and continuous 
management, lean inventory with plan for possible 
surges in demand or supply disruptions.  

 

 



Marketing, Sales, Branding   
q  Brand Identity:  

When it comes to brand identity, businesses either blend 
in or stand out.  Strong brand identities are the result of a 
lot of work focused on “wowing” the customer. It’s a 
complete package, from web site, materials, 
communication, facility, service delivery, team 
personality, and follow up. 

¤  Market Position 

Market leader, or amongst the market leaders in its 
primary products, services and markets. 

¤  Reputation:  

Loyal customers with strong word of mouth sales. 
Products and services are being actively marketed by 
company customers.  

 

 

 



Marketing, Sales, Branding   

q  Proven methodologies for new client acquisition that are teachable 
and repeatable.  



Operations & Administration   

¤  Processes & Procedures  

Strong, well documented processes and 
procedures are in place, ensuring 
efficiency, productivity, consistency, and 
predictable results.   

These processes and procedures are the 
foundation supporting business value and 
business salability. 

¤  Reliable supply chain:  

Using a variety of suppliers and having 
backups in case of disaster is a prudent 
way to do business. 



Operations & Administration 
¤  Information Technology:  

Proven commitment to leveraging technology 
to increase company service capabilities and 
operating efficiencies.  

Applies Information Technology to better 
understand the business, from profitability to 
customer service to potential opportunity.   

¤  Work environment:  

Success has a “look.” High value companies’ 
facilities communicate and support company 
brand identity. Clean, freshly tended to. 

 



Management & Employees   

¤  Deep Management Bench:  

The presence of a management team and 
motivated key employees. A business that is 
“principal centric” can be a big detriment 
to business value. A business owner no 
longer needed for operations is ideal. 

¤  Workforce:  

A highly skilled, dedicated workforce, who 
enjoy training and growth opportunities and 
feel valued for their contributions.   



Management & Employees 

¤  Open Employee Communication 

A team approach to company success. 

¤  Low Employee Turnover 

Experience personnel in all critical areas of the 
business. 

¤   Company Culture 

You can tell when you are working with a business 
where the employees are proud and act like 
business owners.  

 

 



Customer Base   

¤  Strong, diverse, and loyal customer 
base 

Customers represent diverse geography 
and industry   

¤  High Reoccurring Revenue 

More than 50% of annual revenue is from 
repeat customers under contract  

 

 



Customer Base   

¤  Multiple Product and Cross Sell Opportunities 

New products to market to large diverse customer base 

¤  Strong Word of Mouth Sales 

Product and Services have begun to sell themselves 

¤  No Client Concentration 

No one customer accounts for a significant % of annual 
revenue 



Industry Fundamentals   

 
¤  Industry Outlook 

Industry is growing as a whole, with 
many players and opportunities for 
growth. Or it’s a growing, niche industry 
with few participants (and your business 
is one of those few!) 

¤  Industry Competiveness 

Company has important market 
differentiators through its products, 
marketing programs and service 
delivery.   

 

 



Growth Infrastructure 

¤  The future outlook of the business may be the most 
important business value driver of all.  

¤  While buyers are paying some multiple of cash flow for 
the business as it stands today, they are really buying the 
future opportunity of the business and its growth 
prospects.  

 

 



Growth Infrastructure 

 

¤  The business enjoys significant operating leverage, 
with small incremental costs to add clients, and the 
unit cost of products and services decreasing with 
growth.  

 

 



Summary 

As you can see from this presentation, there is always 
something to be working on, something to do that will 
improve the value of a business.  

Business owners would be wise to address those issues that 
remain undone and could impact the long term value of 
their business, or their ability to sell the business to an outside 
party.  

Start by getting a firm handle on what your business is worth 
today, and what it would need to look like to be worth what 
you want it to be.  

 



What your  
business is Worth 
…and why it 
matters 
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Only 2% of small  
business owners 
know  
their business 
valuation 

98% 
Don’t Know 



Expensive 
Traditionally, can cost > 

$10k 

Time Consuming 
Traditionally, can take > 

4 weeks 

Complicated 
Intensive process  
for already busy 

owners 

Not Now 
Owners wait until an 

event 

The Roadblocks 



 
 
An investment in 
knowledge pays the 
best interest. 

-Ben Franklin 



Worth 
Deeper 

understanding  
of your largest 

asset 
 
 

Plan Your Future 
Know the facts for 
a more accurate 

retirement  
or estate plan 

 
 

 Protection 
Ensure you have 
the right amounts 

of insurance 

Make Better 
Decisions 

Guided by facts 
 
 
 

Know Your 
Potential 

Understand the 
ways you can 

increase the value  
of your business 

 

Get the Big Picture 



How You’re Doing 
Comparisons to other companies in your 
industry in 13 key areas 
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A business  
valuation can put you 
ahead: 
 
Go to www.BizValueConsulitng.com/BusinessValuations  
 
and get started today!  


