
to Raise the Value

ol the Business

Critical Steps

Every Small Stafling

Busine$ Needs to

rLG id htrndfds ofrElling
fimr thtuughour dr U ted

, smtus rhr.rnnorb€ i.Ctrncd

rtxlll ,her" .|dl.ngc ii pnndtrlh
a.rc r gfljnBn.ms tht g(adnk
l$ r $10 nillion in inDurl tY
cours. Aryone {ho ovns r sJfi4
bu5iocs il'rl iilk nno rhis cr(g{,|)
(91% oa rhd nnns in nr sifing
indNry ac<ndn,g ,o rhe Shlting
I',d6nr Analy$5 (dr.h leim)
meds ro be do;g !,ic rnlr n1v'g*
donilrhings b inru( tlu soDerhifg
ishrpparing in Ac Iusnts dnI is

fh.r rre rhotrsnds ot thingr onr
Rn do b nYerk ir pfffooinlcdf

oDci {r4fi4.orp y l lo(vq,
rhG r!.dly x lalv nems thr add
rtrcYrLud ro rhe brnr.$ miling n
a wofftNhiLr x.quisnion ergct

Execute in Odet

\ve11, lct nc rcphn$ dH srement.
Tha. rc huaJrcJs .| ixnnrg hrms
rlmndront rhc UoncJ suts lhxt
.ouLd be r.'tnired ifrhc ovD.( {xnG
cJ n, lddr.omprnier und(r
LosrsdJ blrour rrcnft (Dlrning
thr thr r.,t!iLing compaoy purch*
s loufl,usnrsRnh rhe (sh thn
yotrr burind$ is genenting).  nd
whvdo rhc5ciafiig fiins need ro
seu underntrh a $ruduc? Drep
dolvn iffide ofth6c finhs, dftt

Wo\vl Thrt! qutr( a rxtnenl The
'drep down insidc Ao(r no ,nrg
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lncreaslnq
VALUE-

Cin..l Mdt: Build r.t f1n ro
.riric,l mN i frl xs po$ible
''Cririsl Masa oD be und.Grcod as
rhe 0p of thc mon md-pop $ruc_
tua. k :lso e" te undestood r the
poiDt r which th. bNinds is gemn.
ing th. rcvenns and gos margn t
needs to hi r crtiin pnfinbilii) pei
anfrec. h lhe $?fi"s ndsty, thn

6.tren $10 million and $r5 nillion

ft rrke5 a loi olso& b rqu't r
6sin*s, whcthr the burin$ is $2
Eillion in annuxl senus or$10
iillion in anou.l senus So, ialam
rhe xcquidng fih, *ht 5pcnd L\e
iine rquirins 6ve firm that ii. $2
million i n rnnual denus nhc' I .xn
r.qune one lirm th! is$l0millionin

on.c 1 Ii0 is a.quitd, t h* to b.
Nimilaed inrc rhe a.quning ftnt cul
im. Sevcr:l chm36 hrvt to be midc
to de nm thr is r.guircd- Some
cbployG of the lim being 1.quftd
vill lo* thei idb3. ft h too mth *o*
s do eve timd drt with 6t lnde
Aftr veKs on. heldry nm thr hs
r(hed ditiql hrs Additioi:ll, ir is
nr tmes noE ;sL nE dns moie
chme ofirllcs with 6ve litrle ff.dr
rnus onr hr,lthl fi.h $r r"T re.hed
cdtial 

-rs 
TXe poi.t, Gld )our

irn to .ofth of$l0 
-illion 

nr annu.l

Gu$ ,/rttr Posssing hrtthf
g6s rargin n rdhtr dchdi d{
{ill nxke a ioglng 6m a d.sinble
rquisnion. To get the tull Enge on
r(rrgegm$ mugr, Ln ftc qrou

rtubor rhe nftins ndtrnr) tf€r ro

the Sefllns l.dus.y Amry*s
Bmchmarklng Conso.irn It is

For liglt indseirl sefang 6rm.
$rlhe IeGgr gos m:r€r ofl3ql
or srere' For Jfti.i l {il$ngfirm,

sr ie,qEgc gros mrgin tstrft
rhin 20%.Ior 5p.rrl niche 5bfiing

nrnr oEering ac.o"ninrs and ff".nc,
legal, cngi.e*ing a.d ihe like, gd the
rvemg! grs nrgin gaftr than 24%
For lT $.I1ing Amq gti ihe aveng.
grN m.rgin gHtcr thxn 23%

ob*iningaAealthy grss mlgin
G dimcuL 6 tompkh. You hrve
to be somflhat seiective abo( de
&counb that ).u puBue and do busi-
is vit[. Thir is typiqlly donc vil
an .ducted a@uft prcfilc, You hxve
@ hr€ I s.le saE i[xt h fulb uftd
md LiM low to sll dt timi @ruit
ing md tulfrInent pmese d a diFer
en;rol You have to thfl ensuE thlt
the acroning irndion is oPenting

ohtining 2 healtl'y gros mrgi"
bsns that theft rr soEe high min_

b. tu d. Regrrding )our cmPloYd,
(wrd saGs cxauriB and ccruit{s
rhn srice busincs thrt n higbei
gos nugin burin*s. Donl PxY anY
ommisiors on blsfts that i sold
bene.th r crtrin cos mryin Pe.
cenmec. The poini Do wh?t nccdr
to be done io ensu( a h.,ldv grcs

Cli.nr ann fltutka: OK, t 9..
rhis. \ohen you xe r lnde nom-and_
pop sxllng bcifts, your iop n€
douDs nill E:le up 30% oi not
of yor senua. To $ne cxterr ths
is Iine, ifyou! frin is grcwing ns
a.dmb rnd if yorlim G giownrg

sfiwt€iiv



lncreasrnq
VALUE-

d ifyou crn show rhr your rcp tive
r.cou6 rie de.rrfg r r Pdftnt
xgr of yodr fimt rDt funu(.

Vhcn onc dr N. a.q,uni\ makc
uP E.r thro 70%,30% or 90% of
r.u! rtYcnuc, you rr! in toublc.
Th( n too mu.h lnLr iovolvcd for an
a.quiring iirn to rc.epr h rqnisi
rion. The onll Rry ranidrg tuD
qill move on rhis rypeofa.tttrisirioi

Redn.i'rg clien, .oocnrtr'ion isl
very diti.uk ding ro rc.onpliJ,. Ir
rquii{ uking rh. pnfiLs thr oi. is
malins off thc ooc largc a.couot aod
in(xftg rh6c DoDjs hack into rhe
businc$ nthcr than 6u)ing i boar or
. scond honc or a faoq ns car
This, aor mossmallbusings owncn,

You hxve ro nrr ourline shr ir is
youmrr lour businss ro look likr
rgirdiry $xaling rn ias providrd,
typs of .lGrr, gros nulgiN desnrd,
ntrnberofclien(,er Vrnc out thr
da;.d .ur.nd. Thrn buitJ 1blidgc
JAqibing{har n(ds b bc doDc to
gd rtlcrc frcm your cuftnt disposi-
tion. Priornize rhe lcy initiitivs thr
nccd to bc a.complished in order lor
the d6;ed otrtcome to 6e.ome real
ized. Then smrt invdting in rhe kel
i irrivs d m op priori.j. The
invflmenl n, dde key inniliva rill
inccre dr !:lur of dr bu\inds\.

D$tt Ydr Nitt : F..!: n tnial
,o s!ds. Tl,is G ne foi rYdy inJF
rJ, in busindr.'llyhg t htallthingr
b nlpoplc ?nd buildios linc e*cn-
rions on ro your shtlng offeings
raEly su.cds over a t6.used {ntegic
apprcach. Ifyou \€Dt to incr*e rhe
Rlue ofyou :nmns 6usinss. then
deone yor .iche md osur out low
to geoguphi.,lly gros rhxr niche.

oft otdr ben.6r of to.6ing io a
ixfiing nichc is thar thc fullillment
tsm can build a narional databde of
..ndidiEs who vork in thr ni.he
Caodidare Ffemls en be l{emsed.
Candidate neMondns crn be iever
ased. As a ftsull the entte aunlmerr
tem rnd ftlnlbenr pioc{s brcones
nore emcGnr rnd effrctive (gftxt r
prodd.rion od oa.a.h individual
rcrunq gfuer ploductn n.ur of
tlt entit tan). A gtnceh saeing
proYider riEply crnnot omPdcwnh
a skillcd gDuF ofsPcciaLird
recn'iter. Thi is ofmlue to buyfls.

Anothfl 6enent oa focusi ng on r
ni.he is tiut the $l$ Hm .iD dso
be.ome hichly skilGd i,r the niche iD
nhi.h it is seNici,rg. I.*erd ofsllnrg
trnd {ofting rhre, Iiui or live sericr
ollirirgs, s,le erecu vE cxd hNei
one sprci i:.d $ri.r ofading. Such a
eltr rao qn Eore casilr lcvcEgc
ftI:rdls 6om h;in! managc6 ovq.
g.ncEEt sl( dn. Sal( c\ccutivcr
cao nastcr prodtr.rion Lnowlcdsc,
giving then the edge {nh .u*on{s
and prosp{s. The rn risImor
eulcient rnd eF{tive els reim.

Fom r nrkernrg perpecdve, IouL
nrn oD b{ome nre goto'6maor
dre hl€nr in the niche in which you
xr sni.ing. Yolr finn .2n condtrct
rnd .Fcr t..ui.hq. and pb.pds
rpd?lizd mafkd (crch about cao-
didn6 in thc onhc ipl.c. Your 6!m
aauallr ha a fightiDg .ha'.c to qn

a hnn, l  io thcnindsoa)ou..uF
tomeft ?nd attai. top-olnind r*re-
n*s. This is very nlurble ro rn

AlJd Kq Jtu: Ihe IiEt nen [},ar
in.r** dre ulne oai sxmng bnsines
is Dukiple odics. A suli$ liun rhrr
n$ drc. rc nve oni.es in x mrker

strE|flew
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phc n m.r vduble ro an ?cqun g
limr than a lim rhxl lA one oFic.
lostion. Mrlripl. ofirts otien egu*s
,o gratd mar[d p&rtnior.Itals
mems dnt thc b.'i'.s hs gHter
fl.h in a nm.L.tpld fbn x rsn'it-
ing prtspdive. Such an tengement
n .rtncrive to prcspedivc buyds.

lh. Kond nem that inq.ra de
valtrc of e $xaling bnsinss is th. lrk
oa on od dependencL lfthcburnes
is dcrlldrr on rhe o{ne! th( n not
rttndi( b buye6. ln this $cnuio,
the ovnr n $e prsidenn the CliO,
dr key srles q.t"tivc ec HowftL
if rbe busines hs n'ilgrrert in
pl2rt rhr isflnninsthr dry rc day
opendons ofrhc b"Jnes, den di5
h..ones r mor dsdbk e.'tuisition.
M.s rcqui rg lirms do not destu the
ongong involvement ol thc d'nei oi
thc bu*cs. UddmnaaLy, th. o*ner
qpnauy b{on{ .oo ereat ol an
o6shdr i. Nisring snh tm'sni.ding
rhebusi'.\\ntro rrcqtrni'efi.m.

Thethinl ndn drxt incre s th.
vrlue ofa raffldg busnt$ is rhc
exedlrion ol pof.sionxl mrmg*
nenr. Does rhc firfr hxvr lormil
sxles ind recrunins pmc*sr? Has
rk liLm hircd dc rigl'tkind ot
dnploye$ who ft \!c.eedi,r8 in thc
6urinss 01ft therc a ounberoa
mcdio.rt pennrm{s in th! 6n'pr
n)l Dod the irm hare (hhlished
peraonene N0ics, A.c cmployes
b.ing h.ld r.counGble to pdform
rncc ndri.ri Ar dre conpcrsrion
plffs in li." 

-ith 
indusrys€"-

dards, or n thc firh ptrIing morc
,luD rhe rvemgc in.onnisrons ro
dr dnployec? l ht$ xr ill p,otes
lonr managcnht qtres,ons mar ao
x.'ttriLing ffm wiLlL. xskn,g

xor lor rhe F.i otHdn
The s€lnng i"d6q hs 6ecomc

ne(rly competitivc. lvdydxy it is
b..dnnB nore difccult to ditarnti-
re dE sfli.e ofcriDsi Mdnionalll.
.dmme{ haE put iD plx.e mecha-
oisms rxr hive su.csr tully sque*d
nargins The r$ulr: lt hRj brcome
guitc diffi.ul io grow a rhfiing finn

onc vy thrt soDre owne6 h.'c
gronn thcir Iirhs is by melgiDg wnh
oth{ small pivxrly held *afiirg
firn' T ; DdrloDg t{m $rrtc-

9/. turl]eq n is a thr.r io five yer
$nrtgy And, therc at risks involved.

fhis sLrregy bcgiDs ty kekiDg onr

'$d 
salilng nrms $rr in your

srmr niche drat rrc cnher nr vour
Farl.tplxce or i,r r nqrb) mxrkec
phcc, 3nd drn medi.g wnh d'e
other ownc6 ro decrninc ir an inier
dt *kb lht meqi,rg ftms occd to
have a crttn lnount of syocg/ in
rhen srync oFdnrgs. The oNn*
irm$l"cs oathdse individuil *rl+lng
firms need to h.'rs)neL as-eLL,

Th€ idea, fo'"'"mple, is lhat rhrcc
firns one Gon Chic€o, one lrom
Cleveltrnd rnd onc ton Indixnapolis

nelge ino onc burin{r. The bick
oafirt is inegRtcd rnJ is mtrmged
out orone oafic rht b@hes rhe
.oryocrt oalirt. This intgEion oa
the bacL dEi.ervillgeneEt! cI6cGn
.Gs th*iill iDnedirrely incdse lhe

Thc ncn sep will be to ior.grt
rhe sxles Imdi.n xid rhe recruni"g
aundion. Cltai! r.ourn nr al thrcc
.nis dntverco|I thend screen
now be.ome P.osP.m De.ius me
firm is Do longlr a rn l oneotlicc
.pdrrioD, btrt a th(. o{taop{ation

sfc|,|ew



Increaslng
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+nentingover$10 million in annd:l
sal6. Ir tems of dniti's, r sh,i
nunb$ of $ourc becoie milablc
dat did not exh beaore vil th. inte
gffio" of dt daEbrs md the

So, in a very shon ine Pcliod, bY
findins a ar* pimtcly held *.glnc
firms thrt ale *illing o nergc, You
in.aN thc rtvenues, in.rexse thc
oncc bGdons x.d incrase th. bot
tomline prolii The ninoitt shat
rhar ercl pin.ipd nd owns i. the
nev m{sed cnrity is mo.e vxluablc
$d sill bring nore dollais in m
r,tu;ition dm c*h snmng enriry

iry s[r^ brcomes iore mluhle drn
100% owne$hip h x small on.

Tfe rirLs i*olve aolnd how wU
rhc owne6 en wolk bgeth.a mak.
de.nions toecthd md Nlve chrl-
Gnsas iogdhcl If dty sct go.lt gct
qood 

'dvice 
lron de ou$ide hon

Ln}tr, romuns md chas, md
decuE on r businar Plan thn iho/
develop &d chmpion t%eth-, src
cs is sur. to oetrL lf ihe ns o*n
d(hip tc.m annot woih rs a @n, it

-ill 
6e digi.ult ro iuc.€d.

l Sh|ltin! .rgd. .rd

Tht .ntne m.ig$ rnd acqukitiorr
marl*t in the st'I6ng indurtY hr
lwecg.d itselfuP Brck in L\e lne
19906 a snlEns fi6 les than $10
nillion in xn.ual sler could 6ell xt a
esonablc prie. !n todxY's mnket, x
silinq ffrE lss rhan $10 million in
.nnui fah *ill be doing *e11 o get
2 l/2 imd the irn! EBITDA (erD
ings belorc intts, des, dePrcqiation
and rnonia on). Thn is below th.

rrc.ge lor r eda burines sold in

ahc iu$.9 indGtry hs beone r
"mturc indu$!r" One asPed of r
niture indu$ry n thai dre mrrkei n
xdequately sdunt.d *idr $PPlids
Eon rhat indutqr Sone eonoiffs
who lo11o{ th. snfing indu$rY MUld
qd sxy that bere c too Ilu/
mFing supplicd in the mrkdPlc
Thn "dequrEly etumtcd or "oveP

srsaEd" dyn.mic hs a dihtory
etred on the mlE of r small sothng
busines. vhen th.rc is a 5uging
ofdce on dery omea ir is nor. ditii-
c'ii to oim2nd r high price t.g

Anoths sped of a nrut indus
rty n that the cusbnen m Ycu_edu
acd on the *flice otr{nrgs
Unaorrunatcly aor the *:filng inds_
iry, nd onlr at dE oxton$ edrt
ed, b"i dso ihry hxle thc 

"PPn 
ha"d

ir th. rhdo.ship wirh $aging suP-
pLieA CNomc" hre rh-'gh rht
6eof-p& fi. roo! mced to !orn-
nodniz. ihe indu$iyt snie otie!
ings. As a rdult. m.igi$ get sqlded
b x breldns point. Th; dtrami. ot
.usone6 su.astully cducing the

stus mrgirs i. the $afing indliiY
hi bxd a dilltory eltcct o. the Elle
of 1 $xll sEltng bnsins

Thr sxfrng indus4! d 1mturc
i.dn$ry ud having edueed cue
,ome6lus excm3l dymmics ihxr rrc
nor Gvoing lig! EdaPls of IBIT-
DA fo. sDJnng busin*ss Firm can
up thcn ulue by insdring thai sone-
thinq n F y therc in dre bnsines
Hos;ve. n sill mkc sood plannins,
ha.d work ."d smrt 

'f 
igxiing 3l
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