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Every business wants to build sales and 

profits, but not all take the same route. When 

some organizations bump up against the lim-

its of “organic” growth, acquiring another company 

can be a path to future success.

Buying another business can be a quick and effec-

tive way to stake new market share or revenue. And 

the time could be right. The current economic slow-

down may produce attractive buyout opportunities as 

merger and acquisition activity becomes less frenetic.

Could your company grow through acquisition? 

Consider some of the potential benefits:

    Increased revenue and profits.

  �  �Instant growth of staff, capacity and customer 

base.

    Cost savings through increased efficiency.

    Increased shareholder value.

Improve your odds of success
However attractive the idea may be, buying a business 

can be rife with pitfalls. Here are some of the big ques-

tions to consider to improve the likelihood of success.

Does growth by acquisition make 

sense? Many things can prompt a company to 

grow. The market may be changing. It may be time 

to expand your customer base, increase product 

range or reduce costs. You may want to move into 

new geographic areas. Define your goals to mount an 

effective acquisition campaign.

Is it better to acquire or grow  

organically? If fast growth is important, ac-

quisition can be a means to that end. The sudden 

appearance of an attractive target that fits with your 

company strategy may also be a catalyst. 

Do you want to stick to the core  

business or diversify? Sometimes, there 

are good arguments for acquiring a business that 

operates outside your company’s main competen-

cies. You may want to expand the product line. Or 

you might want to take advantage of distribution 

channels established by an unrelated business. 

Cross-selling may also be a possibility. But beware 

— mergers and acquisitions can fail to produce the 

intended results once a company strays from the 

products, markets and technologies it knows well.

How will you find an acquisition  

target? An acquisition strategy requires the  

Support your acquisition strategy by  
assembling an expert team and external 
advisors, as needed. 

Consider acquisition in growth plans
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attention of talented staff and an adequate budget. 

Due diligence is critical in identifying the right op-

portunities. Your company may want to tap outside 

expertise such as management consultants and/or 

legal and tax advisors. 

What kind of financing do you have? 

Does your company have cash? Will you have to 

turn to capital markets for financing? Can you fi-

nance the acquisition with a loan? If your company 

is public, can you consider a stock offer? 

Are you prepared for post-acquisition 

challenges? Merging companies can be difficult. 

Both will have to deal with new strengths and 

weaknesses in assigning leadership, combining 

systems, maximizing efficiency, managing custom-

ers and suppliers, and a host of other issues. Plus, it 

must be done quickly.

Avoid corporate culture clash
The downfall of many mergers has been a  

failure to anticipate the difficulties of combining 

corporate cultures. This can come at the cost  

of losing valuable employees, customers and,  

eventually, profits. 

But by keeping acquisition plans in step with 

your corporate strategy, and assembling a knowl-

edgeable team to research and manage the process, 

you boost the chances of a merger success. l

Consider acquisition in growth plans
Continued from Page 1

To identify the 
right opportunities 

for a merger, due 
diligence and  

expert knowledge 
are critical for  

success.

Make sure your cheques meet new standards by Sept. 2
The deadline for using new “image-friendly” 
business cheques in Canada is fast approaching. 
Businesses must have cheques designed for new 
standards by Sept. 2, 2008. “Old format” cheques 
will no longer be accepted through the financial 
clearing system after that date.

The new standards are part of the Canada-wide 
move to image-based chequing. In the future, 
physical cheques will no longer be used for clear-
ing purposes by the Canadian banking system. 
Once a cheque is written, it will be replaced by an 
electronic image.

Industry Insider

Standard ‘006’ changes
All businesses must ensure their cheques meet 
the new requirements, known as “Standard 006.” 
Those not already using the new format should 
order cheques that meet the specifications, or 
modify cheque-printing software to comply. 

Key changes in the new format include:

   A numbers-only date field.

    Set positions for key fields. 

    �Serial numbers on the magnetic ink  
character recognition (MICR) line.

Also applies to some gift certificates 
If your business uses gift certificates and coupons that  
are processed through the clearing system, you should 
also be aware of new specifications to make these items 
image-friendly. This applies to coupons and gift certificates 
deposited at financial institutions by businesses that accept 
them and then processed through the clearing system.  
These too must conform to “Standard 006” requirements by 
Sept. 2, 2008. Any coupons and gift certificates your business  
accepts and processes internally will not be affected. 

For information on how to ensure that your cheques, gift 
certificates and coupons are compliant with the new stan-
dards, visit the Canadian Payments Association website at 
www.cdnpay.ca

The new image-friendly cheque format 
includes features such as a numeric date field, 
standardized positions for key fields (such as the 
amount field), and mandatory serial numbers.
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Corporate Social Responsibility

Your company can play a role 
in the community

Business and community leadership go hand 

in hand. By sharing some of your corporate 

expertise and resources with groups in your 

community, you build lasting, mutually beneficial 

relationships — while helping others.

Increasingly, businesses are recognizing the 

tremendous impact they can make by taking a role in 

creating and maintaining more vibrant communities.

A developing trend
There are many ways for a corporation to be involved 

in the community. The most popular include cash 

donations, sponsorship, donating company resources 

or employee time for projects, and providing active 

leadership in community programs or associations.

In recent years, there’s been a trend away from 

simply giving cash. Many corporations now aim for 

a higher profile by contributing business leadership 

and expertise.

The value of a corporate voice
On the business side, community involvement can:

  �  �Improve corporate image and brand loyalty, 

in the community and among the broader 

customer base.

  �  �Develop the company’s reputation as a good 

corporate citizen.

    Establish partnerships that benefit the company.

    �Build employee and management skills. 

  �  �Foster teamwork when employees from dif-

ferent areas of the company work together on 

outside projects.

  �  �Help improve staff morale, loyalty and per-

sonal satisfaction.

Getting out there
If it’s time for your company to step up its presence 

in the community, consider these possibilities: 

Participate in local associations. Join 

local chambers of commerce, business improve-

ment associations or similar organizations. These 

can be excellent springboards to more extensive 

community involvement.

Support education. 

Provide mentorship opportu-

nities for people in local com-

munities, through internships 

and other company programs.

Contribute to 

“neighbourhood”  

initiatives. Lend leader-

ship, staff time and financial 

assistance to initiatives such 

as environmental cleanups, 

neighbourhood regeneration, 

crime prevention, and health 

and social programs.

Provide specialized 

assistance. Your company 

is full of expertise. Make 

your legal, financial, technol-

ogy or other experts available 

when help is needed.

Share your facilities. 

Provide space for commu-

nity meetings and other events. 

Make “in kind” donations. Equipment, 

furniture or other items destined for landfill may be 

invaluable to cash-strapped community organiza-

tions and projects.

Pitch in during a crisis. Provide expertise 

and manpower if a disaster strikes — such as a fire, 

flooding or storm damage.

Your corporate mission
Formalize your community ties by making commu-

nity involvement part of your corporate mission. Set 

up a committee or working group to examine how 

your business can be more involved as a community 

leader. Promote involvement at the staff level by 

encouraging volunteer efforts and recognizing staff 

achievements in the community.

Once your company establishes ties with the 

community, you will discover plenty of opportuni-

ties to forge new relationships and become a more 

socially responsible corporate citizen. l

Today, supporting local causes can mean much  
more than making a corporate donation, with  
more meaningful community involvement.

Examine how
your business
can become 
more involved  
as a community
leader.
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The Canadian economy  
needs a productivity boost

ECONOMIC OUTLOOK

By Don Drummond, Chief Economist & Senior Vice President, TD Bank Financial Group1

Of late, economic news has focused on 

whether the beleaguered U.S. economy 

will bring the Canadian economy down 

with it. But the Canadian economy faces a greater, 

far more persistent problem. In recent years, 

Canada’s productivity growth rate has been inferior 

to both its own historical record and most compet-

ing economies.

 In the 1950s and 1960s, Canada’s level of  

productivity was third among the 24 original  

members of the Organisation for Economic Co- 

operation and Development (OECD). It has now 

sunk to 17th. Canada’s productivity has steadily 

shrunk this decade relative to that of the U.S.  

economy. The Canadian productivity shortfall 

means that most Canadian businesses are not  

competitive against U.S. rivals with the Canadian 

dollar around par.

A decade of meager growth. So far this 

decade, Canadian productivity growth, as defined 

as the rate of increase in output per hour worked, 

has just barely exceeded 1% per annum. As 

Canada’s labour force growth slows with an ageing 

population, our overall growth rate and standard 

of living will barely advance if this record is not 

turned around.

Government has a role to play. Canada has one 

of the world’s highest rates of taxation on capital. 

The federal government has taken some positive 

steps, but some provinces need to reduce their high 

corporate income tax rates, reform their retail sales 

taxes so they do not apply to capital, and eliminate 

their capital taxes. 

High taxes stifle incentives. Federal and 

provincial governments need to reduce Canada’s 

very high marginal effective tax rates on personal 

income that stifle incentives to work, save and 

invest. Internal barriers to trade have no place in a 

modern economy needing to be competitive with 

the rest of the world.

Canadian businesses also need to change their 

behaviour. Canada has a very poor record in 

relation to other developed countries on business 

research and development. While Canada is thought 

of as a trading nation, almost half of our exports 

come from just 50 companies, while four-fifths of 

the country’s small and medium-sized businesses 

do not export at all. 

Capital spending would help. One of  

the main reasons why Canadian productivity is  

inferior to that in the U.S. is that Canadian  

businesses have much lower levels of capital, 

particularly in machinery and equipment. The rise 

in the Canadian dollar in recent years has presented 

an opportunity to address this as most machinery 

and equipment used by Canadian businesses is 

imported and the prices have been falling on the 

dollar’s strength. Canadian businesses have very 

recently ramped up their capital spending, but 

much more will be required. l
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In reality, Canada’s 
productivity has 
steadily shrunk

over the last  
decade, relative  

to that of the  
U.S. economy.


