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80 Tips to Equity Growth for a Service Firm

Introduction

This document provides 80 Tips to help The 80 Tips provide suggestions for building

owners of SME Service Firms Grow and Sell sales, profitability, market position, and
overall success. However, it's important to

customize these recommendations to your
The 80 Tips are presented within the context specific industry context and business needs.
of our Value Driver Framework.

their Business.

We can assist you in reviewing these Tips,

The Framework comprises 8 Value Drivers you benchmarking your Firm’s performance
can leverage to de-risk your business and against our Value Driver Framework, so you
accelerate reliable, profitable growth. have an action plan on how to drive a

L . . . premium valuation for your business.
Each Value Driver is key to improving business

performance and can substantially impact
valuation multiples and the value of your
equity.
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These Value Drivers are also interconnected
and collectively contribute to a company's
overall value. A well-rounded and strategically
managed company will often excel in multiple
areas, enhancing its attractiveness to
investors, potential buyers, and stakeholders.

80 Tips to Equity Growth for a Service Firm © CFT 2023 2|Page



80 Tips to Equity Growth for a Service Firm

1. Sales & Profitability

Can you show reliable revenue and profit
growth?

Consistent sales growth and profitability is the
most fundamental driver of value. Higher
sales and strong profit margins indicate a
healthy and sustainable business, making the
company more attractive to investors and

Client Segmentation: Identify and target
your most profitable client segments.
Develop Account Management practices
that provide focus on Strategic Customers.

Service Need| Geographic

*R * Strategi <Al *C * Industi
Sta keh0|del’5. . Pfc‘:’feitnue . Ker; o8 * Service x4 . Stoaliztry . Dne:asrtrrt\ent
* Transaction * Major * Servicex 3 « City * Role
« Foundation *Service x 2 * Suburb * Level
Firms with erratic revenues and profits send " semvicex
concerning messages to buyers and investors,
so if you can show sustained revenue and .. .
v 3. Pricing Strategy: Evaluate and adjust your

profit growth, you have an attractive
proposition.

pricing strategy to maximize profitability.

4. Cross-Selling: Encourage cross-selling of
Before you take you firm to market, you want complementary products or services.
to be able to present consistent growth over Customers who buy multiple services are
the last three Years. . likely to be more loyal to your company’s
Sales and profit growth is an outcome of your )
. . . brand and more profitable to serve.
performance in connection with the other
seven Value Drivers. 5. Sales Pipeline Management: Implement a
o robust sales pipeline management system
For example, Sales performance is driven by to track and convert leads. This will make it
Busjmess Pevelopment Prgcess C.apablllty, easier to track client engagement with
which builds Market Position, Client . .
, i i marketing messages and to focus interest
Relationships, and are reflections on how your .
as well as to track sales and marketing
People perform and are Managed. .
analytics.
Tips to Grow Sales & Profitability 6. Customer Retention: Focus on retaining
1. Develop a Growth Strategy: Clarify existing customers to reduce acquisition
business mission and vision, set revenue costs.
and profit growth targets, by developing a 7. Cost Control: Regularly review and
strategic plan, that incorporates a great - .
) optimize operational costs to boost
Sales & Marketing strategy. o
profitability.
@© AIMER: Our Strategy Management Process 8. Sales Analytics: Utilize data analytics to
Assess 4y \ Identify Make  AZEH\ Execute identify trends and opportunities in your
the Plan & Realise y PP y
= sales process.
Current Performance Mission Opportunities Communicate
rmermmTs e e 9. Competitive Analysis: Continuously assess

Monitor Financial

Customer S tati Val
ustomer Segmentation ues Performance

Prepare Action Plans

& Objectives  Manage Risk Monitor KPIs

Competitive Advantage Identify Kpis Embrace Technology Adapt

swot Forecast EETEET (5 Recognise & Reward

Budget
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and adjust your competitive positioning.

10.Training & Incentives: Design effective

© CFT 2023

sales incentive programs to motivate your
team and invest in ongoing sales training
for your team to improve their skills.
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2. Market Position

Can you demonstrate a market leading
position?

Holding a strong market position as a market
leader or having a unique competitive
advantage, can significantly drive value. It
often leads to increased market share, pricing
power, and the ability to generate higher
revenue and profits.

Firms with a solid Unique Value Proposition
tend to have robust processes for things like
market research, competitor analysis and
win/loss reviews.

A clear value proposition helps you stand out
from the crowd. The more unique,
compelling, and targeted your value
proposition, the better you can show that
your firm commands market attention with
greater ease than competitors, whilst you
earn premium fees and margins.

Market Positioning might see you dominate
through size, commanding a market niche, a
geography, exclusive product or service
offerings, ownership of key clients or IP.

Tips to improve Market Positioning

1. Differentiation: Identify what sets your
business apart and highlight these unique
selling points. This should include how you
are better positioned to understand and
serve clients.

2. Market Research: Conduct thorough
market research to understand your
industry and competition, and the
opportunities to develop a standout
leading market position.

3. Brand Building: Invest in branding and
marketing efforts to enhance your market
presence.
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UK Marketer, Nettl, promotes Values
Based Marketing, to drive growth and
build brand value.
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For more information, visit
https://www.nettl.com/uk/incorporating-

brand-values/

. Customer Feedback: Survey your

customers. Act on customer feedback to
improve your offerings and reputation.

. Partnerships: Seek strategic partnerships

to expand your market reach and
influence.

. Thought Leadership: Establish your

company as a thought leader through
content marketing and industry
participation.

. Market Niche or Expansion: Explore

opportunities to enter new markets or
niches.

. Repositioning: Consider repositioning your

business if market dynamics change
significantly.

. Competitive Intelligence: Stay informed

about your competitors' strategies and
adapt accordingly.

10.Customer Experience: Continuously work

on improving the overall customer
experience to gain a competitive edge.
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3. Revenue Quality

Can you show predictably reliable revenue
income?

Revenue quality refers to the stability and
predictability of a company's revenue
streams. Reliable and recurring revenue from
long-term contracts or subscription models is
often much more valuable than sporadic or
one-time sales.

Expanding services to meet changing market
needs can enhance a company's
competitiveness and overall value. Diverse
and innovative service offerings can broaden
your customer base and grow new revenue
streams.

Investors like to see a diverse client portfolio
with fee income growth balanced across
existing clients and new business, and “not
too many eggs in one basket”.

Coupled with robust processes for billing and

debt collection, resulting in zero bad debt and
low working capital requirements, places you

in a strong position with investors.

Tips to improve Revenue Quality:

1. Segmentation: Segment and analyse your
customers. The Pareto rule 80% of revenue
from 20% of customers is typical but too
much reliance on one or a few customers
spells high risk for investors that needs to
be diversified.

2. Subscriptions: Consider offering service
under a subscription model to deliver
more predictable revenue. Help clients
smooth their expenses and convert their
capex into opex. Often this will make it
easier to authorise and purchase from you.

3. As-A-Service Business: Consider
translating the delivery of Lump Sum or
Fixed Price Services under an “As-A-

Service” business model. Translate One-Off

sales into monthly annuity income tied to
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service levels that can include both one-off
establishment work as well as monthly
recurring work smoothed over years.

4. Contract Management: Implement
effective project and contract
management practices to reduce disputes
and billing errors.

5. Client Service: Provide excellent customer
service to retain clients and secure repeat
business. Customer Journey Mapping can
help understand how clients research how
to solve their problems and assess
alternative providers.

| feel good about the decision

- . and the comparison was easy

It was difficult to How do my team I'recommend this
.Eumpdre options . and | use this? solution to my peers

Implement
Solution

g Support were slow
weatrse @) minene @ LT
some features my business
were extra and team

Invite
Proposals

I need a _ Research
solution  ~ Options .~

. I have & need

6. Diversify Income Streams: Explore
additional revenue streams, such as
licensing or partnerships.

7. Upselling and Cross-Selling: Identify

opportunities to upsell & cross-sell.
Improve loyalty and profitability by serving
clients on multiple service lines. Clients
who consume two service lines are
typically 3 times more profitable. Those
consuming five are often 8 times more
profitable.

8. Account Planning & forecasting: Develop
account plans and link to forecasting to
ensure consistent revenue and reduce cash
flow gaps.
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4. Client Relationships
Do you have great client relationships?

Companies with trusted client relationships
are perceived as more stable and valuable,
leveraging strong, enduring client
relationships to drive value in various ways.

Solid client relationship management
processes extend from account planning to
the way you nurture and key decision makers,
dormant clients, and old contacts.

Good firms employ methodologies to grow
and protect key accounts. Approaches could
include Segmentation, Strategic Account
Management, Voice of the Customer, Client
Scorecards, as well as Cross-Selling and Up-
Selling.

Clients consuming more than one service type
can build client loyalty. Repeat business,
referrals, and a loyal customer base can boost
revenue and profitability.

A CRM can sustain quality processes to
acquire, retain and build your client base,
increase the revenue per client and improve
the quality of your fee income.

Tips to improve Client Relationships

1. Focus on Strategic & Key Clients: 20% of
clients typically deliver 80% profit!
Recognise customers who can provide
strategic growth opportunities and key
customers who can be nurtured.
Implement Account Planning and
Management practices which drive growth
in these accounts. Build relationships for
the long term, and support key contacts.

OUNT PLNZI’_‘w !ACLUUN' MAP
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2. Develop Client Industry Focus: Recognise

which industries you have the most
valuable experience in and leverage that to
develop greater client relationships by
tailoring your services and solutions
through more relevant IP knowledge.

3. Cross Sell: Improve loyalty and profitability

by serving client on multiple service lines.
Clients that consume two service lines are
typically 3 times more profitable than one.
Those consuming five are often 8 times
more profitable than one.

4. CRM: Utilise marketing automation, a CRM

and Client Scorecards to manage and build
client business.

Tatw Accourss Receivatie. Totsl Accouns Puyable e e
$6,621,280 $1,630,270 75.38% 1.10%

g -

L.

|

5. Personalization: Customize your solutions

to each client's needs.

6. Client Feedback: Solicit and act upon client

feedback to enhance your services.

7. Transparency: Be transparent about your

capabilities, pricing, and progress. Address
issues promptly and professionally.

8. Surprise and Delight: Occasionally exceed

client expectations to build loyalty.

9. Client Education: Educate clients about the

value of your services to reduce churn.
Provide clients with information that helps
them make informed decisions.

10.Client Recognition: Acknowledge and
celebrate milestones and successes with
clients.
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5. Intellectual Property (IP)

Is your IP demonstrable or locked in your
people’s heads and laptops?

Intellectual property assets can add
substantial value to a company and create
barriers to entry, enhancing competitive
advantage, and business value.

A weakness for many services firms is IP
locked in the minds of staff and buried in their
laptops.

Investment in systemic approaches to
innovation, knowledge management and IP
building will make your firm more valuable
because it de-risks value loss through staff
attrition.

Service firms develop IP in various ways.
These can include various collateral that
clarify your unique approaches to winning and
delivering client advantage such as:

Service Methodologies
Case Studies
Brochures

Portfolios
Presentations

Effective IP development and management
improves your market position by raising the
bar for competitors and making your business
more scalable.

Tips to capitalise on Intellectual Property

1. IP Audit: Conduct an intellectual property
audit to identify and protect valuable
assets.

2. Patent and Trademark Registration:
Secure patents and trademarks where
applicable.

3. Confidentiality Agreements: Use
confidentiality agreements to protect
sensitive information.
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4. Documentation: Develop and maintain
comprehensive documentation of IP assets
and usage. For Service companies this is
most often documented as Methodology.
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Methodologies typically outline the
approaches used to plan and deliver
projects. They spell out key steps,
deliverables, and outcomes. They outline
client benefits delivered and the
competitive advantage of the engagement
model.

Robust Service Methodology
documentation is best supported by
Brochures, Case Studies, Portfolios,
Presentations, and other documents.

5. Use IP in your Marketing & Selling: Make
your Service Methodology central to how
you market and sell your services as key to
the unique advantage your firm brings to
every engagement.

6. Employee Training: Educate employees
about the importance of IP protection.

7. Innovation Culture: Foster a culture of
innovation to generate more IP.

8. Licensing Opportunities: Explore
opportunities to license your IP for
additional income.

9. Legal Counsel: Consult with a legal firm for
guidance on protection and strategy.

10.Enforcement: Be prepared to enforce your
IP rights if necessary.
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6. Process Capability
Can you rely on your business processes?

Effective and efficient business processes
lower operational costs, improve productivity,
and increase profitability. Firms with strong
process capabilities are more attractive to
investors due to their potential for scalability
and cost control.

Develop New Ngir:ﬁe Deliver

Busi . . i
usiness el il Service

Management and Support Processes

Core processes that underpin the success of
Service Firms are:

New Business Development - Includes market
research, lead generation, marketing
campaigns, sales prospecting, and client
onboarding.

Client Relationship Management - Includes
communication, account management,
feedback, and ensuring client satisfaction.

Service Delivery - Planning, design,
implementation, project management, quality
assurance, and meeting on-time to plan
and/or service-level agreements (SLAs).

Strong core business processes assure you can
reliably grow and forecast your sales and
profits.

If your sales and marketing activity is driven
by a small number of rainmakers, or large
sales opportunities, then you are hostage to a
group of very mobile assets and your sales
pipeline will be vulnerable & unpredictable.
Investors want lead generation to be
independent of any individual, with
automation embedded into the sales and
marketing processes. A marketing-led firm,
where prospects are attracted through a
balance of new business development and
client relationship management can build a
robust sales pipeline.

80 Tips to Equity Growth for a Service Firm
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Tips to improve Process Capability

1. Process Mapping: Map and document key
processes for tra nspa rency and eff|C|ency

R
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2. Automatlon Automate reetltlve tasks to \
reduce errors and save time. This can be
done using your core business systems or
tools like Nintex.

3. Training Programs: Invest in ongoing
training for employees in all process areas.

4. Client-Centric Approach: Align processes
with client needs and expectations.

5. Quality Control: Implement quality
assurance checks at critical process points.
Good Policies and Procedures, and
frameworks like 1ISO9001 and 1SO27001
enhance company value.

6. Performance Metrics: Define and measure
KPIs to assess process effectiveness.

7. Client Onboarding: Streamline and
improve the onboarding process for new
clients.

8. Feedback Loops: Create mechanisms for
gathering client and employee feedback on
processes.

9. Cross-Functional Collaboration: Encourage
collaboration across departments for
smoother operations.

10.Continuous Improvement: Foster a culture
of continuous process improvement.
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7. Human Capital 4.

How do you keep your equity from walking
out the door?

A skilled and motivated workforce can be a
significant driver of value, even more so when
we are looking at the talent of a Service Firm.

Talented employees can innovate, drive

growth, and adapt to changing market and

client needs. High employee morale and low 5.
turnover contribute to long-term value

creation and are pivotal in winning and

serving key client personnel.

Recognition and Rewards: Recognize
and reward employee contributions.
These can include financial (bonus)
and non-financial such as awards.
Bonuses can be linked to pool profit
share that reward performance
against employee relevant KPls. These
should be integrated back into related
Job Descriptions.

Work-Life Balance: Promote work-life
balance to maintain employee well-
being.

6. Diversity and Inclusion: Foster a
How you attract, retain, recognise, reward, diverse and inclusive workplace
and develop your key staff and high culture.
performers, and how you nurture a quality
culture, all help build your human capital. 7. Performance Reviews: Conduct
regular performance evaluations and
If you create such an environment, you’ll be feedback sessions.
more likely to hire the best people to keep L .
your business growing and reduce their desire 8. Communlcatlc?n C.hannels: Establish
to take the next head-hunter call. clear communication channels for
employee engagement. This should
Moreover, if you’ve locked your key staff into include direct employee feedback
the future of your firm through profit-sharing through 360-degree reviews. Listen
and share options, then you'll have a team to and act on employee feedback to
focused like you on the equity growth of your address concerns.
firm and its future acquisition. This is probably
one of the harder issues for an owner to 9. Succession Planning: Develop
grapple with...the thought of giving up equity succession plans for key roles to
in return for a bigger return at journey’s end. ensure continuity. Good succession
planning is ultimately an output of
Tip to improve Human Capital good talent and leadership
. . development programs that ensure
1. Recruitment Strategies: Develop progression of great staff,
effective recruitment strategies to
attract top talent. 10. Employee Share Ownership: Lock in
. o key personnel through employee
2. Onboarding and Training: Implement share ownership. Companies
comPrehen5|ve onboarding and implement employee share plans to:
training programs.
] a. Create competitive advantage.
3. Employee Development: Provide b. Reward & motivate staff.
opportunities for skill development c. Increase profitability.
and career advancement. d. Develop succession plans.
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8. Management Calibre

Do you have a solid leadership team and
structure?

Effective and capable leadership is critical for
a company's success. Competent
management teams can make strategic
decisions, navigate challenges, and execute
growth plans effectively. Investors assess the
quality of a company's management when
evaluating its value.

Investors are risk averse to firms they believe
have key person risk. They want to see a
balanced, experienced leadership team with a
track record of delivering results, working in
an environment where they spend more time
working “on the business” rather than in it,
with good management structure and depth.

It is also demonstrated in the development
and execution of quality business plans,
budgets and forecasts, reports, and
achievement of good KPIs and financial
control, both at the entity and service delivery
levels that assure on-time to plan
performance, utilisation and margin
management. Management reports and
meetings should provide a good record of
review and action, supported by well
documented policies and procedures that
identify and mitigate business risks.

Tips to improve Company Management

1. Leadership Development: Establish a
mentoring program to develop future
leaders. Invest in leadership development
in connection with tertiary or industry
institutions or participation in programs
like those run by the CEO Institute.

2. Strategic Planning: Develop and
communicate a clear strategic vision.

3. Performance Accountability: Hold
managers accountable for achieving
strategic objectives. This should be
integrated with Job Descriptions and KPls.
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. Decision-Making Processes: Implement

structured decision-making processes.
Policies and procedures, Job Descriptions
and Meeting Minutes all play a role in
outlining delegations, authorities and
documenting how and when decisions are
taken at Weekly and Monthly meetings.

. Sales & Marketing Management: Hold

weekly Sales & Marketing meetings to
assure focus on marketing and sales
activity and Pipeline management.

. Operations Management: Hold weekly

meetings to assure effective Service
Delivery.

. Planning: Implement robust annual

budgeting and monthly forecasting.

. Reporting: Improve financial reporting so

that you show Monthly and YTD Actuals v.
Budget v. Forecast. Improve S&M
Reporting to show Key Pipeline Results.
Improve Operations reporting to show On-
Time to Budget Service Delivery.

. KPIs & Analytics: Utilise KPIs and Analytics

to improve performance management.

% Utilization Return on Assets

Utilization . G.I F 3:?696 568% 189%

osure by Region and Industry - Coloured by Utilization Customers by PD Grc

Customers by RoE G

EMEA.

PD v || CreditManager ¥ Measures

Customer Nama

10.Effective Communication: Promote

transparent and effective communication
throughout the organization. Regular CEO
and Management emails can assure
matters are communicated on a timely
basis. Monthly “Town Hall” meetings can
also help ensure that all staff feel engaged.
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