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My associates and I are often quizzed about the process of selling a business.  It’s something that most business owners only do once in their life and its common for business owners to tell us that they really didn’t plan much for the sale of their business.  A common question asked of us is “is my business saleable?”  So much of what we do at Marathon is to educate business owners and often their accountants, attorneys and others about the sale process.  And the earlier the education process begins, the better for the business owner in terms of success that he or she will likely experience when it is time to sell the business.
There’s much more to it than this space will allow, but the following are a few thoughts about the factors that buyers of businesses consider with regard to salability, price, and transaction terms.  These concepts are relevant because they are all factors that can be influenced or controlled by a business owner leading up to a sale.  Some factors such as the weather, the economy, government regulations, etc. These are not within a business owner’s control, but there are several other factors that are.  Hence, a business owner can have considerable control over the sale success for his or her business.
Here are six basic factors that buyers really care about when considering an acquisition:

1. Cash Flow is the major value driver.  Stable and increasing cash flow to cover debt service, owner compensation, future investment in the business, etc. matters most

2. Business Reputation is important.  Buyers of businesses want to benefit from the success of a business built on its good reputation for customer service, product quality, fair prices, etc. rather than having to fix a poor reputation.

3. Complete, up to date and accurate financial records is a big plus whereas sloppy, inaccurate, or outdated financials is a red flag.

4. Documented policies and procedures adds value and increases salability.  The easier it will be for a new owner to learn how the business operates and to transfer knowledge from the seller to the new owner, the more attractive the business is to the buyer.

5. Trends really matter.  A business with declining or volatile sales, profit and cash flow can expect a significant price discount vs a similar business with stable or increasing sales, profits from cash flow.

6. Size matters.  Generally larger businesses command higher relative valuations and are more salable than small businesses regardless of profitability.  Being a very small business can be quite rewarding and pleasant for the current owner, but when selling a business, size will matter.
There are many other concepts and ideas that a business owner should think about with regard to selling a business for optimum value and agreeable deal terms.  Selling a business is not a one size fits all nor cookie cutter process.  Businesses can be made ready to sell the same comparable to how one prepares a home to sell.  There are substantive ways to shine up a business so that it sparkles in the eyes of buyers, which leads to increased salability at an agreeable price with fair deal terms for the selling business owner.



