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“How can I increase the value of my
business?” This is a question that is critical
to every business, large and small. The
value of your business has an impact on
such things as your ability to obtain
financing, your income as the owner and,
ultimately, the sale price of your business.

Value is a function of the earnings or cash
flows of a business and the related risk.
The underlying asset value of a business
must also be considered in assessing the
“downside” value of a business.

Sometimes the need for financing or the
decision to sell a business may come up
unexpectedly. Therefore, increasing the
value of your business should be an
ongoing process. While not impossible, it is
usually very difficult to increase the value
of your business in a short time frame.

Factors affecting value

There are both internal and external factors
that affect the value of your business.
External factors are usually beyond your
control, however, you can influence the
internal factors.

Improving the value
In order to increase the value of your
business, you should do an assessment of

its strengths and weaknesses. This will
allow you to focus on the areas that require
improvement. You should consider the
following:

Financial position—What does your
balance sheet look like? Is your debt-to-
equity ratio appropriate for your business?
Are there assets redundant to the business
operations? Should they be removed from
the business to improve your capital
structure? Purchasers of an operating entity
generally do not want to pay for any assets
not related to the earnings of the business.
Review key balance sheet ratios on an
ongoing basis as an indicator of the
performance of your business.

Management depth and skills—Ensure
that a strong management team exists and
can continue on in the business. A business
that relies heavily on its owner’s personal
contacts and skills for success may not be
that valuable if sold because the owner may
not be continuing on.

Labour force—FEnsure the labour force is
adequately trained and supervised. Review

your hiring and training practices to obtain,
train and retain the best people.
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Products and services—Review customer
demand for your products and services.
Anticipate what these demands may be in
the future. Be willing and able to react to
changes in customer preferences. Establish
a marketing plan. Differentiate your
product. Consider surveying your
customers to obtain their feedback.

Facilities—Conduct a complete and
regular assessment of your plant and
equipment. Review your maintenance
program to ensure equipment does not
become run-down or fall into disrepair.

Customer dependence—Try not to rely
on one, or a small group, of customers.
This may mean expanding your marketing
efforts in order to increase your customer
base.

Flexibility—Keep a flexible and open
attitude. Be willing to react to changing
market conditions. Keep abreast of trends
or innovations in the marketplace. Be
aware of what your competition is up to.

Ongoing process

As the owner of your business, you want to

maximize the value of your business for

financing, income and/or eventual sale or

transfer purposes. The decisions you make

and actions you take on a daily, monthly

and yearly basis can positively or negatively

affect that value. Periodically review the

above list of factors affecting value and, in

consultation with your Grant Thornton

adviser, continually make positive

improvements in the value of your

business.

Factors that affect the value of your business

External
interest rates

general economic
conditions

political and social
environment

competitive environment

raw material and labour
supply

foreign exchange rates

industry rationalization
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Internal

financial position
management depth

labour force

products and services

facilities

customer dependence

flexibility



About Grant Thornton in Canada
Grant Thornton LLP is a leading Canadian
accounting and advisory firm providing
audit, tax and advisory services to private
and public organizations. Together with
the Quebec firm Raymond Chabot Grant
Thornton, Grant Thornton has more than
3,100 people in offices across Canada.
Grant Thornton LLP is a Canadian
member of Grant Thornton International
Ltd. We’re next door, we’re nationwide,
and we’re worldwide.

About Grant Thornton
International Ltd

Grant Thornton International Ltd is one
of the world’s leading organizations of
independently owned and managed
accounting and consulting firms providing
assurance, tax and specialist advisory
services to privately held businesses and
public interest entities. Grant Thornton
International Ltd and the member firms
are not a worldwide partnership. Services
are delivered by the member and
correspondent firms within Grant
Thornton International Ltd. Member and
correspondent firms operate in over 100
countries wotldwide. Grant Thornton
International Ltd is a non-practicing
international umbrella organization. Any
and all references to Grant Thornton
International are to Grant Thornton
International Litd.

A listing of Grant Thornton offices and
contact information can be found on our
website at: www.GrantThornton.ca
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We have made every effort to ensure information in this article is accurate as of its issue date. Nevertheless, you should not consider
it technical advice for yourself or your organization without consulting a professional business adviser. For more information about this

topic, please contact us. We are happy to help.
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