Is the One-Person Firm Still Viable?
By David L. Lawrence, RFC®, AIF®
Given the pressures of the economy, declining revenues from investments and increased demands of clients, the question is whether a one-person firm can survive in today’s competitive business environment, much less thrive. The larger firms, with multiple producers and presumably larger budgets can take full advantage of the economies of scale. Yet, what about the small firm? Are they doomed to accept lower profits and less success? Past studies, by such groups as Moss-Adams who point to the ideal growth of a firm into what they term a ‘Market Dominator’, might suggest that the fate of the one-person shop is accept defeat, or, at best, lesser profitability. 
Yet, there are one-person firms that have found ways to compete with the big boys by taking innovative approaches, creating unique market deliverables, scaling back or outsourcing operational elements and/or specializing in narrow, highly defined areas of the financial profession. 

One of the great leveling areas of financial practices is the website. The website of a one-person shop can be made to look as polished and sophisticated as that of a much larger financial firm. For this reason, the one-person shop can appear to be so much more than what it is. 

Another area of a practice that can make a smaller firm appear larger is the creative use of outsource partners. There are multiple areas of a financial practice that can be outsourced to provide a higher level of service, wider selection of products or simply more efficient operations, freeing the financial advisor to do what they do best. Let’s take a look at some of these:

Virtual office: In this outsource arrangement, you might decide to work out of your home for in-office work, but meet with clients elsewhere. If not in the their home or place of business, there is an outsource solution called the virtual office, offered by executive office suite locations that permit the use of meeting room facilities (for instance) on a ‘use-as-you-go-basis’. Such facilities frequently offer additional services such as secretarial, mail handling,  and receptionist duties as well. 

In another twist on the virtual office theme, some advisors use online resources for meeting with clients. Use of video conferencing services has grown in popularity in recent years and is a cost-effective alternative to face-to-face meetings. Some might argue that this is not practical for every meeting with a client, but for those clients who live in outlying areas or who might prefer such meetings, it cuts down on the advisor’s travel time and can be performed almost anywhere there is an internet connection. Services such as Go To Meeting (www.GoToMeeting.com), Adobe Connect (www.Adobe.com/connect) and Skype (www.skpe.com) offer varying levels of services (skpe.com is a free service, but with less features than the others). 

Examples of the use of video conferencing might be found with those advisors who have pockets of clients in geographically diverse areas. An advisor, for instance, who has a group of clients in his/her hometown but also developed a ‘nest’ of clients in another community might find the video conferencing service advantageous. 
Back Office Operations: This outsourcing opportunity comes in many sizes and shapes. One of the key questions in considering outsource solutions is to determine what it is you want to outsource. This could be elements of your practice that you do not know how to do, do not like to do or simply do not want to do. Outsourcing back office operations could fall into one of those categories. Backofficeadvisor.com offers a host of services to fit this need. Additionally, companies such as Focus Point Solutions (www.focuspointsolutions.com), Financial Services Outsourcing solutions (www.myfsos.com), Consider It Done (www.consideritdonecompany.com), Back Office Solutions (www.backofficesolutions.net)  and many others offer an array of different services designed to free the smaller practices from the burden of back office duties.
Technology: Certainly one of the most recognizable outsource solutions is technology. It tends to be the most visible, given the amount of advertising, attention by the media and focus by financial advisors. Outsourcing technology solutions is often difficult, not because it is hard to find, but because there is so much from which to choose. One relatively new area is web-based data storage and not just for back-up purposes, but utilizing a web service in place of an on-site computer server. Many of the most popular software programs for financial advisors already are hosted on the web with web-based storage. Everything from client relationship management to portfolio management to financial planning can be hosted on the web with files stored virtually ‘in the cloud’. However, there is a relatively new breed of services that offer actual hard drive styles of storage solutions without the need of a local server or even desktop computer. Services such as  Box.net (www.box.net), Sugar Sync (www.sugarsync.com) or DropBox (www.dropbox.com) offer online storage at reasonable prices. The advantage of such services is the accessibility. You can access those files anywhere there is an internet connection. For the one-person office, having access to your entire files through a laptop or even a Smartphone is huge. In the case of DropBox and Sugar Sync, they have the unique feature of dually storing the files on the web and on your local computer and auto-syncing those files each time the computer is linked to the web. Sugar Sync recently added the ability to use its services with the new Apple IPad. 

Most of these services offer file sharing features that permit a user to share a file or set of files with a collaboration partner (for example) or a client. And, most of these services offer high levels of encryption and password technology to protect those files. 
Differentiation: The one-person office, in order to compete with larger practices, may need to explore their unique offering; that is, to what extent does what they do provide a compelling service or product that is sufficiently different from all the rest. To this end, specializing in unique areas of financial services can make a big difference, not only in how the firm is perceived but in how successful they may be. The end result could be that the one-person firm becomes its own outsourcing service, offering its unique services to other financial advisory firms. 
An example of this might be where a one-person firm develops a specialty in working with something like complex college funding issues or health-care issues. It could offer those kinds of analyses or services through other advisors on a fee-sharing arrangement (assuming this is permissible). Further, writing on the subject could establish the firm as an expert to be sought out by other advisors or the public. Using the media (in interviews or advertising) to talk about those services could further enhance success.
Ultimately, in order for the one-person firm to not only survive but thrive, it may need to explore all of the above areas to minimize operational costs and to maximize efficiency and profitability.
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