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Advisory firms have, on average, had a successful run in recent years. 
Since 2011, operating profit margins for the typical firm have increased 
every year, hitting a record high of 26.1% in 2014.1 Concurrently, 
expenses have consistently declined, with overhead costs as a share 
of firm revenues achieving a record low for the year. 

Much of the recent positive performance can be attributed to double-digit 
percentage appreciation in the security markets the past couple of years and the 
corresponding revenue boost that firms receive from fees tied to rising assets 
under management (AUM). These favorable trends, however, are unlikely to last 
given natural market cycles. Is your current success sustainable in a down market? 
Continued success requires that firm owners remain vigilant and take a proactive 
approach in seeking new ways to improve the overall effectiveness of their 
business in driving toward their goals and objectives.

Overview

The ability to achieve scale through your people, technology and operational 
processes is essential to creating an efficient business capable of realizing steady, 
long-term growth. Nearly half of all firms report that efficiency was one of the most 
important drivers of growth and will continue to have a major impact on growth in 
the years to come. Yet many business plans lack a focus on efficiency as a way to 
drive growth, and three out of five business plans lack the detailed implementation 
required to achieve the desired results, limiting the firm’s true potential.

49% of firms cite operational efficiency 
as an important growth driver.

Source: The 2014 FA Insight Study of Advisory Firms: Growth by Design.

1 The 2014 FA Insight Study of Advisory Firms: Growth by Design.

49%
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It is no surprise that a business strategy focused on efficiency is a 
hallmark of the industry’s top-performing firms. FA Insight’s research 
on “Standout” firms,2 as featured in The 2015 FA Insight Study of 
Advisory Firms: People and Pay, clearly illustrates this point. These 
firms experienced both higher revenue growth and greater income 
per revenue dollar than their peers. 

Efficiency helps  
sustain success

Source: The 2015 FA Insight Study of Advisory Firms: People and Pay.

Higher annual 
revenue growth

Greater owner income  
per revenue dollar

2 Standout firms are defined by FA Insight as the top 25% of firms based on a blended ranking, giving equal ranking to revenue growth and income generation.

For the purposes of this perspective paper, Standout firms are distinguished at 
each stage of firm development based on their ability to grow revenue and generate 
income for their owners as illustrated in Figure 1.

2.2X 46%
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Year after year, the superior performance of Standout firms stems from minimizing overhead expenses3 and maximizing team 
member productivity relative to their peers. Depending upon the specific revenue band, 2014 overhead expenses as a share of 
revenue were 10 to 20 percentage points less for Standout firms relative to their peers (Figure 2).

Source: The 2015 FA Insight Study of Advisory Firms: People and Pay.

Annual revenue growth Owner income per revenue dollar

3 Overhead represents all business costs unrelated to directly generating revenue or managing clients.
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Figure 1: Growth and income medians for Standout firms vs. others 
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Control over expenses supports the ability to more profitably serve clients. 
As shown in Figure 3, Standouts earned dramatically higher profit per client. 
Standouts’ profited per client at every stage is about double that of their peers. 
The advantage is not a result of difference in client size, as both Standout firms 
and others serve similar relationships in terms of AUM per client. Rather, the 
comparatively greater profitability was more a function of efficient management 
practices.

Source: The 2015 FA Insight Study of Advisory Firms: People and Pay.

Figure 2: Better cost control characteristics of Standout firms
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The average advisor dedicates two-thirds of a typical day to managing 
relationships or developing business.4 The most successful advisors have the 
necessary resources and operational framework in place to free the firm principals 
to direct more time toward strategic and revenue generating activities. When 
looking to drive business performance through efficiency, apply an efficiency lens 
to your strategic vision, operations management and personal productivity. 

Source: The 2015 FA Insight Study of Advisory Firms: People and Pay.

Figure 3: Standouts generate higher profits per client  
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4 RIA Marketplace 2014, Growth Drivers in an Accelerating Industry Segment, The Cerulli Report, Cerulli Associates, 2014.
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The road to efficiency starts with a clear strategic vision for the firm. 
It is further enhanced through effective operational practices and 
focusing team members where they can add the most value. The 
challenge is that most firms create a strategic plan focused solely on 
financial objectives like revenue growth, asset growth and profitability. 
These financial objectives are categorized as “lagging indicators.” 

Meeting or surpassing predefined financial objectives, however, depends on  
other activities or improvements taking place within the firm. The nonfinancial- 
related objectives in Figure 4 are all tied to efficiency and productivity as well  
as achievements related to clients or staff and can be characterized as  
leading indicators. Leading indicators reveal the firm’s potential to achieve growth 
and profitability.

Implementing an efficient  
firm strategy

 ■ Refine your strategic plan

 ■ Assess organizational structure

 ■ Achieve scale through technology

 ■ Decide when to outsource or insource

Driving business 
performance through 
efficiency

Source: The 2014 FA Insight Study of Advisory Firms: Growth by Design.

Figure 4: Lagging indicators lead plan objectives
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The comparatively greater focus on lagging indicators rather than leading 
indicators suggests a shortfall—the tendency of firms to overlook the foundational 
and critical interim steps required for growth and financial success in the strategic 
planning process. Given the prominent credit many firms give to operational 
efficiency and superior client service for fostering growth, it is particularly surprising 
that strategic objectives do not relate to these areas more frequently. 

As you review your firm strategy from an efficiency lens, there are a number of 
steps that you can take: 

 ■ Refine your plan. Thinking about leading and lagging indicators, ask yourself: 

 – Does your current strategic plan have objectives that address both types  
of goals? 

 – Have these strategic goals been communicated to all employees,  
and do their individual performance goals and metrics tie back to these  
firm objectives? 

 ■ Assess organizational structure. Take a look at your current organizational 
chart, the individuals within and their specific roles:

 – Are you leveraging individuals to their fullest capacity and talents?

 – Is there overlap between roles or lack of clarity?

 – How might your organizational structure need to change to meet  
future objectives?
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 ■ Achieve scale through technology. Technology is an investment in your 
business. You should regularly review your technology and ask yourself:

 – Are you using the right technology?

 – How do you determine which technology solution is best for your firm?

 – Are you leveraging your existing technology to the fullest?

 – Are you taking advantage of integrations to further support  
productivity gains?

 ■ Decide when to outsource or insource. When building a scalable business, 
consider the following:

 – Are there tasks being done by your firm that don’t support your firm goals 
and can be processed more effectively outside your organization from a 
people and cost perspective?

 – Are there tasks being outsourced today that are core to your value 
proposition that may be better managed internally? 

By answering these questions and determining the necessary steps to successfully 
implement your goals around these questions, you can begin to build a strong 
foundation upon which to drive your firm’s performance.



11800-934-6124  |  tdainstitutional.com Running an Efficient Business

Foster a culture that 
drives efficiency

Once you have your strategic plan defined with specific goals that 
help drive business performance, it is critical that you communicate 
these firm-level goals to your team. The next step is to work with 
your team members to help them to understand how their actions 
are tied to these larger firm goals.

Characteristics that support an 
efficient culture

 ■ Key performance metrics

 ■ Documented processes

 ■ Problem solving

 ■ Employee coverage54% of strategic plans do not  
influence staff members’ individual  
performance objectives.  

Source: The 2014 FA Insight Study of Advisory Firms: Growth by Design.

Unfortunately, there seems to be a disconnect between management setting 
strategic goals and objectives and the individual performing the work that will 
ultimately determine if those goals are achieved. Firm management needs to help 
their team manage the required change by ensuring they understand the what, 
why and how. Successful firms frequently communicate and reinforce messages 
around the benefits of change as well as gain the buy-in of those impacted by it.  

Without the buy-in of those performing the work, the change will not take hold, 
the cultural shift required will not happen and the firm will significantly decrease its 
chances of success. When firm goals have been properly set to address process-
related efficiency, and all team members understand how they contribute to these 
goals, you begin to build a culture that drives efficient behavior. 

One area where advisory firms can focus on that could support improved 
operational efficiency is documenting all major processes and monitoring how 
consistent employees are with following these documented procedures. 

54%
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Source: The 2014 FA Insight Study of Advisory Firms: Growth by Design.

Figure 5: Opportunity to improve operational efficiency 
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Many firms go through the exercise of documenting workflows and training team 
members on how to execute them. However, post-training support is often lacking 
or nonexistent. Successful firms frequently monitor performance targets around 
workflows to determine if they are being executed as designed. This enables them 
to realize the benefits of consistent execution over time.

You can see in Figure 5 that fewer than half of the firms surveyed have all major 
processes documented, and just over 25% of employees are consistent with 
these processes. 
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Establishing metrics and documenting procedures sets a solid foundation from 
which to build, but does that make for an efficient firm? It could, but will the initial 
efficiencies achieved be sustainable in the long term? The most successful firms 
create a culture that fosters continuous improvement while ensuring process 
consistency. Below is a summary of key characteristics that support and 
encourage a culture focused on efficiency: 

 ■ Key performance metrics. By establishing and regularly reviewing metrics for 
each team member that connect to your firm’s strategic goals, you create a level 
of accountability and ownership for each individual.  
 
In addition, you can:

 – More easily identify when something isn’t going right

 – Resolve issues faster

 – Share best practices across your team to ensure that the best ideas are 
adopted throughout, driving efficiency on a larger scale

 ■ Documented processes. When documenting a process, you will need  
to understand each step required to complete the tasks associated with  
the process.  
 
During this exercise the goal is to:

 – Collect best practices

 – Identify ways to simplify the work required

 – Improve the quality and speed of work by standardizing the process steps 
completed by employees

 – Have regular conversations with your team to ensure the standard process is 
still the best practice 
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 ■ Problem solving. You want to establish an environment where the employees 
who are performing the daily processes feel comfortable raising problems that 
are preventing them from achieving their goals, and potentially negatively impact 
the client experience.  
 
To increase your ability to solve the problem on the first try:

 – Tap into those doing the work; they are most often the best source for  
viable solutions

 – Leverage a standardized process on how your firm will address problems 
raised to ensure you don’t end up with a long list of unresolved problems

 ■ Employee coverage. Employing a simple visual tool (like an Excel spreadsheet) 
that contains a list of your team members, the tasks assigned, and the skills 
and competencies they must have to be successful can be helpful in identifying 
where you may have gaps from a capacity and skills perspective. It is also a 
great roadmap for cross-training employees and providing an opportunity for 
personal development.

Fostering a culture where everyone feels empowered to improve their daily 
processes is a great foundation to improving a firm’s operational efficiency. 
Connecting the “why” employees are asked to complete certain tasks and how 
these tasks impact the client relationship is important to creating this consistency. 
Scheduling regular meetings with your team to review the four areas discussed 
will help support the ongoing improvement required to drive efficient operational 
practices. 
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Individual contributions 
to support efficiency

If goals are set at both the firm and the individual contributor level, 
one last area to focus on when improving firm efficiencies is how well 
you as an individual can maximize the time you have to contribute 
the most value. 

We all wish we could accomplish more every day both personally and 
professionally. How do you identify the most important areas you can focus on so 
you can better achieve and exceed your goals? 

First, you want to start with the metrics that correspond to your function. Next, 
you want to understand how your performance and ability to meet those metrics 
support the firm’s overall goals and client experience. This can be challenging 
on a day-to-day basis when faced with what seems like an endless number of 
conflicting priorities on any given day. Emails, voice mails and meetings are just 
some examples of what can take us away from the more important tasks we 
should be completing.

Best practices to increase  
personal productivity

 ■ Time tracking

 ■ Plan for distractions

 ■ Know thyself

 ■ Effective communication

“Time management is an oxymoron. Time is beyond our 
control, and the clock keeps ticking regardless of how 
we lead our lives. Priority management is the answer to 
maximizing the time we have.”

John C. Maxwell
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Where to begin? As you consider how you can better support the firm’s goals with 
your individual contributions, consider:

 ■ Time tracking. Complete an exercise in time tracking for at least two weeks. 
You can do this in an Excel spreadsheet, an app on your phone, or your 
electronic calendar. This allows you to understand where you are spending your 
time and allows you to evaluate your results against your list of priorities and 
goals. Compare your results with the list of common time wasters provided in 
the table on Page 15.

 ■ Plan for distractions. Once you have tracked your time and identified your 
common “time wasters,” you can create a plan to make better choices with your 
time. For example, if drop-in visitors are frequently coming into your office and 
you have a hard time turning them away, you may consider posting hours when 
your team knows it is a good time to speak with you. 

 ■ Know thyself. It is important to be aware of when you have the most energy 
to focus on certain types of tasks. Some people may need to process more 
detailed tasks in the morning when they are most alert, while others may work 
better on these types of tasks later in the day. When you are scheduling tasks, 
be aware of when you are most efficient given the task at hand.

 ■ Effective communication. In order for communication to be effective, we 
need to understand both the medium we are using for the communication and 
who is receiving it. Leveraging a personality assessment tool is a great way to 
understand how you like to communicate and how the other people at your firm 
like to be communicated with. This understanding can increase the effectiveness 
of your communications as well as improve your overall productivity.
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Firm efficiency starts with a clear strategic vision and streamlined operational 
processes, but it is the individual who has the most impact in influencing the results. 
You cannot eliminate distractions that arise in your daily life, but becoming more 
aware of what impacts your ability to accomplish your daily list is the first step in 
changing your behavior and increasing your overall productivity. While forming new 
habits can be difficult, having a plan and making a commitment to change can be 
instrumental in bringing about the personal success you desire. 

Attempting too much Poor communication

Ineffective delegation skills Drop-in visitors

Incomplete information Leaving tasks unfinished

Meetings Paperwork

Inadequate planning Procrastination

Confused responsibility or authority Lack of self-discipline

Inability to say “no” Too much socializing

Management by crisis Inadequate staffing

Personal disorganization Telephone and email interruptions

Not leveraging tools effectively Travel

Common list of time wasters5

5 List adapted from Alec Mackenzie’s work The Time Trap.
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TD Ameritrade Institutional has developed the next installment in our 
Breakout Growth™ series, Driving Business Performance Through 
Efficiency. The program provides an expanded approach to  
strategy development, focused on the overall role of efficiency as a 
key long-term driver of performance in an advisory business. 

The program offers three strategies:

 ■ Firm Strategy: Enhance your plan and optimize resources. Develop a 
comprehensive, strategic business plan that focuses on the right people, 
technology and productivity—in addition to your firm’s growth goals.

 ■ Operations Management: Foster a culture of continuous improvement. Take a 
disciplined view of your people, processes and technology to identify gaps and 
needs and build systematic corrections, establish metrics, create repeatable 
processes and help eliminate unnecessary work that doesn’t add value for your 
clients or team.

 ■ Personal Productivity: Contribute more. Identify high-value activities, implement 
priorities, delegate effectively and work with staff at all levels to identify skills and 
strengths to help them contribute more as individuals and teams.

Driving Business Performance Through Efficiency is an integrated thought 
leadership program designed to provide you with resources, tools and guided 
support to build an efficient firm. The program components are:

TD Ameritrade’s 
Resources

Connect now

For clients of TD Ameritrade Institutional, 
connect with your sales representative 
to learn more about this integrated 
program, and access resources on the 
Education Center.

tdainstitutional.com/educationcenter

Not yet a client of TD Ameritrade 
Institutional? Please call us or visit  
our website:

800-444-6100

tdainstitutional.com

 ■ Guidebook series

 ■ Webcasts

 ■ Case studies

 ■ Modular tools

 ■ Regional workshops

 ■ Access to Solutions Consultants

We encourage you to explore the program resources. Implementing a firm 
strategy that looks beyond traditional growth-related objectives and examining 
how maximizing your firm’s individuals, process and technology efficiencies 
can significantly help improve performance and can contribute to a long-term, 
sustainable growth plan.

http://tdainstitutional.com/educationcenter
http://tdainstitutional.com
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This material is designed for a financial professional audience, Primarily 
Registered Investment Advisors.

This material was written with FA Insight on behalf of TD Ameritrade Institutional. 
TD Ameritrade and FA Insight are separate and unaffiliated companies and are 
not responsible for each other’s policies or services.

This brochure is published by TD Ameritrade Institutional for informational 
purposes only and is intended to provide a general overview about the topics 
covered and to help you identify opportunities in your practice and important 
issues you may wish to consider in developing a strategy. This should not  
be construed as legal, tax, compliance or professional advice. While  
TD Ameritrade Institutional hopes that you find this information educational 
and thought-provoking, you need to determine whether the information is 
appropriate and applicable to you and your firm. TD Ameritrade Institutional 
disclaims any loss or liability that is incurred as a consequence, directly or 

indirectly, from the use or application of this publication. Third-party articles 
and information are obtained from sources deemed reliable: however,  
TD Ameritrade does not guarantee their accuracy or completeness and 
makes no warranties with respect to results to be obtained in reliance thereon. 
You should consult with attorneys or compliance experts that understand your 
particular circumstances before utilizing any of the ideas presented here in 
your practice.

TD Ameritrade and the third-party companies mentioned throughout this report 
are separate and unaffiliated, and are not responsible for each other’s services 
or policies.

TD Ameritrade Institutional, Division of TD Ameritrade, Inc., member FINRA/
SIPC. TD Ameritrade is a trademark jointly owned by TD Ameritrade IP 
Company, Inc. and The Toronto-Dominion Bank. © 2015 TD Ameritrade IP 
Company, Inc. All rights reserved. Used with permission.
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