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Outsource Low-End Tasks to Focus on High-End Skills
By Vanessa Richardson  

Ron Palastro wanted to tend to all his clients’ financial needs, but doing so was taking over his life and not improving business. The biggest backbreaker for Palastro, a CFP CLU, ChFC and founder of R.F. Palastro Financial Planning Services in Brooklyn, was asset management—he spent much of his time on the computer doing[image: image1.jpg]) g )4

ot



 allocation rebalancing for clients’ portfolios. “I enjoy sitting down with clients, but I wasn’t able to do much of it because I was spending all my time researching the market, strategies and positions to buy and sell.” 

Finally, Palastro decided he had had enough. When he asked colleagues how they balanced their work schedules, they told him about a newfangled thing they were trying called outsourcing. Palastro decided to follow in their footsteps. He did due diligence, visited firms that offered asset management services, and chose one to do business with. That was five years ago, and Palastro, who now outsources asset management duties to Genworth, says it was one of the best business decisions he ever made. “It was such a relief to give it to a firm that was capable, instead of putting in hours after work and on weekends to stay on top of everything.”

Palastro does admit to a rocky start. “It was scary for me to let go in the beginning. And clients weren’t happy after they first heard about it, but then they realized they had more access to me for counseling.” The results: Palastro says he has added $5 million in assets since he started outsourcing.


More Than Just a Buzzword 

Outsourcing should not be a dirty word to financial advisors. It simply means hiring a company or person to do some of your back-office work so you have more time to focus on more important—and financially lucrative—duties. More financial advisors are signing up with "outsourcing partners" to ease their workloads without adding more employees to the payroll. An outsourcing partner’s role can be as simple as maintaining your Web site and sending forms to clients, or as complex as administering your clients' pension plans and employees’ health benefits.

In fact, many of your clients may ask you about it, says Milan Yaeger, executive vice-president of the National Association of Professional Employer Organizations, a lobbying group for many U.S. outsourcing firms. “A client who uses a financial advisor for business advice may ask him for advice about how and who to outsource non-core services. More advisors are getting these types of questions, so they need to know about outsourcing and how it works.”

And what’s good for the goose can be good for the gander. Woody Young, a CFP and president of Quest Capital Management in Dallas, says he selected Odyssey, a professional employer organization, when it pitched his firm as an outsourcing choice for his clients. “We work with many small-business owners and we also have a lot of the same issues – we’re growing and the admin issues were becoming more time-consuming. When Odyssey presented itself as a solution to our clients, we thought, ‘Why don’t we use it for us, too?’” Quest uses Odyssey to manage human resources duties like compliance and payroll.

Outsourcing is different for every advisory firm, depending on their comfort level. Some are comfortable outsourcing large parts of their business like portfolio balancing and securities purchases, while others may want to keep everything in-house except grunt work like computer maintenance. But most financial advisors who outsource share the same view – send out what you don’t want to do, and keep what you do best. 

One major benefit of outsourcing is that the grunt work you send out can be done better than if you kept it in house. “An outsource partner is a specialist and is generally more expert at the specific task you hired it for than a brand-new employee you had to train,” says Yaeger. 

And money—saving more and spending less of it—is another plus. Advisors lose money when they’re not focused on clients, says Somnath Basu, professor of finance and director of the California Institute of Finance at California Lutheran University in Thousand Oaks. “They’re most productive when they are meeting new clients, servicing existing ones, talking with potential ones. Anything else that defeats that process is costly. If an advisor can be with five potential clients during the time he spends on back-office duties, and one converts, that financial gain more than makes up for the money spent on outsourcing.” He estimates that advisors who outsource can save 60 to 80 percent on their business costs. “The economic rationale is overpowering.” 


How to Outsource

The most common areas for outsourcing are computer support, payroll services, tax preparation, and website maintenance. Some of these areas can be outsourced to a local firm or independent contractor. However, for industry-specific services such as asset management and human resources, you may need a bigger company with expertise in those areas. Three types of outsourcing partners are listed below.

Virtual Assistants. Typically one-person shops or small businesses, these assistants work remotely on administrative services from transferring money to making travel reservations. Jessica Riner, founder and president of Consider It Done Virtual Assistant Services in Jacksonville, Texas, has 19 clients, primarily financial planners, and much of her work for them deals directly with their clients. She logs into their system from her home to see the daily tasks they’ve listed for her and does them from her home office. Although Rimer is not accepting any more clients, you can find virtual assistants through professional organizations like the International Virtual Assistants Association and Virtual Assistance U. Expect to pay around $40 per hour or more for more complex tasks. 

Professional Employer Organizations. As employment rules and regulations get more complex, many businesses are going to PEOs to handle responsibilities such as human resources, risk management, payroll and tax compliance, and employee benefits. “If a business gets 12 employees or more, it should seriously consider an outside source to handle these functions,” says Young of Quest Capital Management. “It gets daunting to stay ahead of these rules but it’s not often economical to have an HR person on staff.” Other benefits: Odyssey, the PEO that Quest uses, conducts professional development training sessions for his employees and evaluates compensation plans from rival firms to see if Quest is competitive in attracting and retaining workers. Odyssey bases its fees on a percentage of Quest’s payroll. To find a PEO in your area, go to the website for the National Association of Professional Employer Organizations or StaffMarket.com. 

Focused services. A 2004 survey of 450 financial advisors by the research firm Cerulli Associates in Boston found that more than half of them believe the value of financial planning trumps that of asset management. Only a third of them chose to outsource asset management then, but their numbers are growing now. Richard W. Higgins, CEO of WealthTouch in Denver, says his firm has seen at least 15 percent annual growth since 2001 but that figure has doubled since November. WealthTouch works with financial planners serving high-end clients and provides aggregation, account reconciliation, investment reporting, and expense and cash management, including financial statements. Its typical fee is between 10 and 20 basis points of assets under management. Other financial-focused outsource planners include SEI Investments and Orion Advisor Services.
.

Advice for Outsourcing

You’re thinking of outsourcing some tasks, but where do you begin? Financial advisors and their outsourcing partners offer some tips.

Determine your workload. First figure out what you do and how much time you spend on it. List the tasks each employee does, how much time is spent on them, and which ones take the most time. If it takes you five hours a week to reconcile data when it only took an hour last year, that may be a good task to outsource.

Consider your boundaries. Think about what you are willing to give up and what you want to keep under your control. Creating financial plans may take a lot of time, but if you don’t trust anyone else to do it besides yourself, it may not be worth outsourcing.

Pick a partner. Find one you can trust. References are key, but outsourcing firms may provide ones that only say positive things. Ask specially for references from firms similar to your own. Do due diligence among several firms and ask questions: What is their staff’s experience? What type of technology do they have, and how much do they invest in it? How much contact do they have with clients? 

Clarify your expectations. Get everything in writing—who will do what for whom, and by what date. Specify the tasks and how you want them done. A random mention of something you wish could be done typically will not be. Assign it, preferably in writing. 

Invest in technology yourself. A fax machine will not do it—have technology in place to support a virtual workplace. Many small firms can access your files through GoToMyPC.com, while larger partners may want to log on remotely through a Virtual Private Network

Monitor the relationship. Once you have selected a partner, you still need to do regular checkups on how things are working. Establish set times to do evaluations and performance reviews. And keep the lines of communication open—picking up the phone is important, especially if your partner is across the company.

Change firms if things aren’t working out. Don’t be hesistant to make a switch if you are not satisfied with the results. The original firm that Ron Palastro hired to do asset management was less hands-on and more traditional in its money management than he preferred. Tired of supplementing their services with his own methods, he did more due diligence and switched his business to Genworth because it was more tactical and hands-on. “They manage money the same way I would do it, so I needed to check up on them less and less.”

