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Manufacturing businesses offer something that pure service businesses don't: tangible assets that
provide downside protection. When you buy a manufacturer, you're acquiring equipment,
inventory, supplier relationships, and production capabilities that have real, liquidatable value. This
asset base creates a floor that makes manufacturing acquisitions uniquely appealing for
risk-conscious buyers.

The Small Manufacturing Landscape

The US has approximately 250,000 small manufacturing companies (under $50M revenue), and
many of them face the same challenge: aging owners with no succession plan. This demographic
wave is creating a once-in-a-generation buying opportunity for the next decade.

Types of Manufacturing Businesses

Contract Manufacturing

These businesses manufacture products designed by others. They sell production capacity, not
products. Revenue is typically tied to long-term contracts with specific customers. The risk is
customer concentration; the benefit is predictable demand.

Proprietary Product Manufacturing

These businesses design and manufacture their own products. They carry brand value, intellectual
property, and often command higher margins. They also require ongoing product development
investment and marketing.

Custom Job Shops

Machine shops and fabricators that produce custom parts to specification. Revenue comes from a
mix of repeat orders and new project work. These businesses live and die by their quoting
accuracy and production efficiency.
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Manufacturing Valuation Multiples

General Manufacturing 3.0x — 5.0x
Proprietary Products 4.0x — 6.0x
Contract Manufacturing 3.0x — 4.5x
Custom Job Shops 2.5x — 4.0x
Food Manufacturing 4.0x — 7.0x

KEY INSIGHT: In manufacturing, always value equipment separately using fair market value
appraisals. Don't rely on book value — a fully depreciated CNC machine might be worth $200K on
the open market. This ensures your total valuation accurately reflects the asset base.

Manufacturing Due Diligence Priorities

e Equipment inspection: Hire an independent appraiser to assess condition and value of all
major equipment

» Customer contract review: Check for minimum volume commitments, pricing escalation
clauses, and renewal terms

» Supply chain assessment: Identify single-source suppliers and evaluate raw material price
exposure

e Environmental compliance: Phase | environmental assessment is essential for any
manufacturing facility

* Quality systems: ISO certifications, customer audit results, and defect/return rates

» Workforce skills: Skilled machinists and technicians take years to train — assess the talent
pipeline

Al in Manufacturing

Manufacturing is experiencing an Al revolution. Predictive maintenance can reduce equipment
downtime by 30-50%. Quality inspection using computer vision catches defects humans miss.
Production scheduling optimization can increase throughput 10-20% without adding equipment.
And demand forecasting reduces both stockouts and excess inventory.
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Ready to analyze your next deal?

Visit BusinessValuationCalculator.com for free Al-powered business valuation tools.
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