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Preface

I remember it clearly:  It was a winter afternoon 
and I had just completed the last of my five-
advisor consulting calls for the day.  It had been 
an exhausting day, and I had zero motivation to 
continue working. So, I just sat there looking out 
my window thinking about my last call:  One of my 
clients had been complaining again about one of his 
chronic problem employees and seeking my advice 
on a solution for this particular employee’s continual 
lack of motivation.

As a business consultant, one of my specialties 
is helping companies, particularly independent 
advisory firms, manage their employees (human 
capital management, in consultant-speak).  So, as 
you can imagine, I had always been perplexed by a 
small number of employees at my client firms who 
had been chronically problematic over the years.  

This day was no exception. As I was thinking about 
this employee and the others, a startling notion hit 
me: All of the difficult employees worked for the 
same firms—about half of my clients’ businesses—
and some of those firms even had a history of 
problem employees. On the other hand, the other 
50 percent of my clients never had any problem 
employees at all. So, I began to wonder why, and I 
decided to search for the answer.  I figured it had to 
be something simple. 

As it turns out, I couldn’t have been more wrong. 
My consulting business is designed to build long-
term, high-touch relationships with my clients. All 
our clients talk to us at least every other week for 
an hour, and in between, we regularly talk to the 
employees at those firms, as well.  On that day, I 
had been working with most of my clients for about 
five years, so I already knew a great deal about 
these companies, their owners, and their employees 
through my personal consulting relationships with 

them. Plus, I had a lot of data about them in my 
files which I figured would lead me promptly to the 
“simple” answer as to why half of them had problem 
employees and the other half had none.

At first, like most traditional business management 
books would suggest, I thought the problem had 
to be the “manager.”  You know the saying:  “…hire 
or train a good manager and you will have great 
employees.” But I quickly concluded this couldn’t be 
the case: Based on my experience with my advisor 
clients and their employees, I knew that none of 
them are what you would call “good managers” in 
any business-school sense, and they all know it. In 
fact, that’s why they hired me to help them 
in the first place. 

“
The successful firms 

designed & implemented 
employee programs in 
the same way,  with 4  

key elements all working  
cohesively  together in 

one system. 
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So, if it wasn’t that some of the owner/advisors 
were better managers than others, what could 
it be? My next thought was that the difference 
between the firms had to be the employees 
themselves. I posited that some firms were simply 
better at hiring good employees than others. 
When I looked at the data, however, I found a very 
different picture. 

I have my clients quantify employee performance 
every year, I had some valuable information to 
ponder. They rate team members from 1 (lowest) 
to 5 (highest) on ten factors, including the 
employee’s ability to focus on client needs, to take 
responsibility for getting results, their leadership, 
communication skills, organization, intuition, 
decision-making ability, time management skills, 
teamwork, and interpersonal skills. Then, we 
average their scores to get one rating for each 
employee, with 5 indicating a “great” employee and 
1 pointing to a “problem” employee, like those I was 
concerned about.

To quantify each firm’s success at hiring employees, 
I looked at the average rating at the end  of the 
first year for all the employees at all my client 
firms. As seen in Figure 1, for the half of my 
firms with no problem employees, the average 
employee rating was 2.9; for the firms with chronic 
problem employees it was 3.54. That meant the 
“problem firms” where significantly better at hiring 
employees, not worse. Then, I averaged employee 
ratings of both groups of firms after the employees 
were on the job for four years. 

What I found shocked me, and it will probably shock 
you, too. In their fourth-year evaluations, those 
“good” hires at the problem firms had slipped down 
to a 2.63 employee rating, while the “mediocre” 
hires at firms without chronic employee issues were 
up to an astounding 4.33. (I consider anyone over 
4.0 an “excellent” employee.) I was dumbfounded. 
The “problem” firms were taking good employees 
and making them mediocre at best (and problems 
at worst), while the “no-problem” firms were taking 
mediocre employees and consistently making  
them great.

If it wasn’t hiring and it wasn’t the manager, what 
else could be causing this dramatic difference? As 
part of my consulting process, I make sure that all 
my client firms had job descriptions, organization 
charts, career ladders, process and procedure 
manuals and compensation programs, and that they 
undertook regular performance reviews.  None of 
them were good managers, and they all worked 
with me. Yet, despite all these similarities, there  
had to be a difference—a big one, even if it 
wasn’t obvious.  
 
My curiosity was thoroughly piqued: I needed to 
know what was causing this huge gap in employee 
performance. All I knew for sure was that the 
answers were hidden somewhere in my client 
database. So, I launched an intensive research 
project to figure out what made half my clients turn 
out top-notch employees while the other  
half suffered with mediocrity.

Employee Rating
after 1st Year

*Ratings range from 1 (a problem employee) to 5 (a perfect employee, 
with 4 or higher, indicating superior employee performance).

Employee Rating
after 4th Year

P4 Firms Non-P4 Firms

Figure 1

Great Hires Vs. Great Employees
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The successful firms all designed and implemented employee programs in the same way, 
with four key elements all working cohesively together in one system. I’ve come to call 
this the P4 Principles: Preparation, Pay, Perks and Productivity.

P1 - Preparation
A work environment that translated into a highly productive culture that prepared and 
trained owners and their employees for business success.

P2 - Pay 
Thoughtfully designed compensation packages and incentive structures that connected 
employees to something greater than themselves.

P3 - Perks
Lifestyle benefits that provided employees motivation and a balance between their 
working and personal lives, to help them balance the demands of living.

P4 - Productivity
Technology hardware and software designed to help employees work faster and build 
closer connections to clients and each other. 

The Answer

Five years after that day, I can now say without 
question what makes exceptional employees, who, 
in turn, contribute to great advisory businesses. 
What we discovered were striking differences in 
the way the two groups of clients approached 
employee programs. The successful firms all 
designed and implemented employee programs in 
the same way, with four key elements all working 
cohesively together in one system. 

I’ve come to call this the P4 Principles: Preparation, 
Pay, Perks, and Productivity. Each of these firms 
offered their employees all four key elements 
within their culture, designed in the same way, 
with the same mentality – a work environment 
that translated into a culture, setting themselves 
and their employees up for success (preparation); 

thoughtfully designed compensation packages and 
incentive structures (pay); benefits that provided 
motivation to their employees (perks); and tools 
and training designed to help them succeed 
(productivity).

The good news for small business owners and 
independent advisory firms is that these elements 
are not overly complicated, difficult to integrate 
into a business, or very expensive—especially 
when compared to the high costs of hiring star 
employees, chronic employee turnover, low 
employee productivity, unhappy employees, and 
usually hiring one consultant after another to “solve” 
these problems. In fact, the increased success 
of P4 firms far exceeds any additional costs of 
implementing these important principles in 
any company.
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Part I – Introduction
The Automatic Manager

What I’m about to tell you about creating a 
successful independent advisory firm is exactly the 
opposite of what is taught in business schools and 
preached by business gurus: Current conventional 
business management wisdom says that great 
businesses result from creating great managers. 
While that might be true in large, publicly owned 
corporations—though now, I seriously doubt it—is 
certainly not the case among independent 
advisory firms.

If you own an advisory business or have ever 
worked in one, you might think that because 
advisor/owners rarely have management  training, 
they would have the greatest need  for it. I have 
to admit, that’s what I thought, too. But in my 
work with hundreds of advisory firms over the past 
ten years, I’ve come to realize that most owner/
advisors will never become great—or even good—
managers, in the conventional sense. 

The good news is that to have great businesses, 
they don’t need to be good managers. But, they 
do have to build businesses that create great 
employees, and then stand back and let their 
employees help them grow the business they’ve 
always dreamed of having. To build a business 
that literally manages and grows itself, owners of 
small companies need to implement all four key 
elements, what I call the P4 Principles into their 
firms: Preparation, Pay, Perks, and Productivity. Each 
principle is essential to creating an environment 
that supports a firm’s employees and helps them 
maximize their contributions to the success of the 
business. As a result, creating a great business. I 
know this may sound simplistic, idealistic, or even a 
bit new age, but believe me, it’s the most practical 
business strategy that you’ll ever hear. What’s 

“
To build a business that 

literally manages and 
grows itself, owners of 
small companies need 

to implement all four 
key elements.

more, you don’t have to take my word for it: We’ve 
spent the past five years conducting research 
to determine what makes the most successful 
businesses function so well. I think you’ll agree that 
what we’ve found is nothing short of striking.

One reason that these principles are not 
conventional wisdom is that getting information 
from small business owners is exceedingly difficult. 
For the most part, small businesses are not public 
companies, so their financial data isn’t readily 
available on any database. What’s more, there’s 
little incentive for most successful owner/advisors 
to participate in “industry” surveys—and even if 
they do, judging by my own clients, they rarely 
take the time to look up actual figures. Instead, 
they wildly “ball-park” numbers, unintentionally 
inflating or deflating them.

Then there’s the problem of expenses and profits, 
which small business owners have a tax incentive 
to manipulate—maximizing costs and minimizing 
the bottom line—which often greatly skews their 
true financial picture. Since my firm has access to 
the true financials of a number of client advisory 
firms, and can draw accurate assessments of the 
success or failure of various business structures 
and strategies, we were able to get a clearer 
picture of what factors contribute to their success. 
These factors aren’t complicated, but the results of 
employing them are dramatic and not hard  
to implement.



8Herbers & Company © 2003-2019

Part II  
The P4 Data

We should point out that I arrived at the P4 
Principles and their resulting success by working 
with my clients quarter after quarter, year after 
year; addressing problems as they came up and 
finding workable solutions, rather than from 
back testing a body of data or from applying a 
preconceived management strategy. 

Until I actually conducted a study of solutions 
vs. results, even I hadn’t realized that the more 
successful firms all took the same advice—nor that 
those firms were dramatically more successful. 
It was only after the fact, that I boiled down the 
strategies that were consistent among the most 
successful firms into the P4 Principles. 

By pure coincidence, it turned out that roughly half 
my client firms employ all of these P4 principles, 
while the other half employ virtually none of them, 
with almost no overlap. I have noted that while 
today, both the P4 and the Non-P4 firms average 
just over $1 million in annual revenues, with an 
average of five employees (not including the 
owner(s)), the P4 firms started out  
somewhat smaller.

It is therefore likely that smaller, less established 
firms are more receptive to major changes in the 
way they do business, which is unfortunate.  As 
you’ll see, the firms that adopted the P4 Principles 
early in their development are far more successful, 
by virtually every measure. (After discovering the 
P4 Principles, we have implemented them in larger 
firms—ranging from $3M-$10M in gross annual 
revenue—with the same, if not better results.) 

The Margin of Success

The data comparing the success of P4 firms with 
Non-P4 firms is nothing short of amazing.  As you 
can see in Figure 2, during the turbulent three years 
ending Dec. 31, 2009, the P4 firms had much more 
success by every measure than the Non-P4 firms.  

The P4 firms had 14% annual revenue growth (vs. 
3% at the Non-P4 firms), and 15% annual increases 
in owner’s income (vs. -10%).  Then, in 2010, the 
P4 firms averaged nearly three times the revenue 
growth and more than double the growth in owner’s 
income than their Non-P4 counterparts.

P4 Firms Non-P4 Firms

Figure 2

Success Comparison

*The 3 year average includes years 2007, 2008 & 2009

3yr*

100%

80%

60%

40%

20%

0%

-20%

Growth in 
Owner’s Income

Growth in 
Gross Revenue

2010 3yr* 2010

Learn how to build effective P4 Cultures  
at www.HerbersCo.com
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9 4

31 Hours

54 Hours

Owner’s average hours worked per week

Owner’s average weeks of vacation per year

P4 Firms Non-P4 Firms

Figure 4

A Comparison of Owner’s
Time Off

Figure 3 shows that the differences between P4 
and Non-P4 firms extends both to the goals of 
their respective owner/advisors and to the level of 
success at reaching those goals. Notice that the 
owners of P4 firms were interested in growing their 
firms (revenues) or improving their lifestyles (or both) 
by working less, while the Non-P4 firm owners were 
exclusively interested in increasing their  
own income. 

This myopic view of “success” translated into “an 
owner’s mentality” (shown in Figure 3) that not only 
hurt firm performance, but reduced their chances of 
attaining their stated objective. None of the Non-P4 
firms hit their owners’ goals, while all the P4 owners 
attained their goals during every period measured. 
Plus, ironically, they significantly increased their 
owner’s income as a result, which is exactly what the 
Non-P4 firms wanted to do, but didn’t.

Then there is the issue of the time owners spend 
working in their firms.  Some would predict that 
the more time a small business owner or managing 
partner spends working in the company and 
managing its people would be a determinate of 
their financial success and ability to achieve their 
goals.  As shown in Figure 4, the P4 owners spent 
60% fewer hours working in their businesses during 
the weeks when they worked, and when they took 
vacations, took twice the number of weeks off than 
their Non-P4 counterparts.

“
P4 firms had lower 

employee turnover and 
much higher annual 

growth in revenue

100% 0%

Owners Who Achieved Goals

P4 Firms Non-P4 Firms

More Revenue

More Revenue 
& Time off

More Time Off

More Income

Owner’s 
Primary Goal

P4
Firms

50%

33%

17%

0%

Non-P4
Firms

0%

0%

0%

100%

Figure 3

Primary Goals of Owners
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Keys to P4 Success 

The striking differences in growth, owner’s income 
and time in office between P4 and Non-P4 firms 
further beg the question why some firms are 
successful, while others are not. As we have 
seen, P4 success cannot be attributed to either 
better hiring practices, better management, or HR 
processes and procedures. But other data does hold 
the answers. Figure 5 provides some insight into 
why the P4 firms are so successful: Employees at P4 
firms were more than four times (83% vs. 19%) more 
likely to receive a “great” employee rating (4.0 or 
higher), which means that more than 4 out of every 
5 employees at P4 firms are “great” employees; 
while not quite 1 out of 5 employees at Non-P4 firms 
are “great.” Figure 5 also shows one of the primary 
reasons why there is such a large discrepancy in 
employee greatness: On average only 3.4% of all the 
employees at P4 firms find something to complain 
about each year, while more than one out of three 
Non-P4 employees (38%) file a complaint each year. 

Among other things, this increased happiness at P4 
firms translates directly into employee tenure: P4 
firms have no employee turnover, while their Non-P4 
counterparts exhibit annual turnover of, once again, 
more than one in three employees (34.6%), with 
more than two-thirds of those “star hires” being 
terminated by the owner for poor performance. 

Losing one-third of the employees at a small 
business every year has a devastating effect on 
virtually every aspect of these firms; from the 
quality of client service, to the workload of the 
principles (who are constantly hiring and training 
new employees, in addition to their regular jobs), to 
lower profitability (higher hiring and training costs 
and decreased productivity), to a damping of overall 
employee morale. Just the dramatic difference in 
turnover goes a long way toward explaining the 
vastly better performance of P4 firms. 

Taken together, the P4 firms had lower employee 
turnover, much higher annual growth in revenue and 

owner’s income, a much higher rate of achieving 
their owner’s goals, and during all this success, their 
owners worked far less during the weeks when 
they work, and took a lot more vacation when they 
didn’t—and they were all doing the same things 
to get these results.  When it comes to statistical 
confirmation in business management, it rarely gets 
any better than this.

83% 19%

38%3.4%

0% 34.6%

Employees 
Rated 
“Great”

4.0 rating or 
higher on 
annual 
performance 
evaluation

Employee 
Complaints 
per Year

Employee 
Turnover

P4 Firms Non-P4 Firms

Figure 5

Measure of Employee Happiness

Learn how to build effective P4 Cultures  
at www.HerbersCo.com
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Part III  
The P4 Principles

While the basic tenets of the P4 Principles are 
simple, they require owner/advisors who want to 
implement them to “unlearn” many of the employee 
and business management practices they have 
relied on in the past. As we explore the details 
of implementing the four keys to creating great 
employees and successful firms (Preparation, 
Pay, Perks, and Productivity), we will also share 
some surprising findings about human motivation, 
employee incentives and the power of focusing on 
employee happiness. 

Perhaps the most striking of the unexpected 
consequences of our research has been the concept 
of developing an atmosphere that promotes 
“Automatic Management” of employees. Instead of 
trying to hire great employees, P4 companies create 
and implement a consistent, enduring, cohesive 
program that allows employees to self-manage 
and feel prepared, equipped, empowered, and 
motivated to help their firms grow and succeed.

P1 — Preparation:

There are two parts to the first P4 Principle, 
Preparation: Preparing business owners to support 
the success of their employees, and preparing 
employees to be great. In order to have successful, 
self-managed businesses, owners must first create 
an atmosphere that supports employee greatness, 
and then develop a training program to create great 
employees. Preparation is by far the hardest of the 
four P’s to implement, but it is also the  
most important. 

Preparation was the last of the four elements 
we discovered in our research because it’s the 
least tangible and hardest to quantify. But once I 
realized that all my P4 clients were also those who 

focused on supporting their employees to succeed, 
it became the glue that brought all the pieces 
together.  Let’s start with the first step, preparing 
owners to create a business that supports  
their employees.

An Owners Mentality
The hardest—and most commonly skipped—step 
in successful business management is the work 
that owners have to do on themselves. Most 
people will say owners need to work on becoming 
better managers; our research actually shows that 
owners need to focus instead on building a viable 
business that supports their workforce, as a leader. 
It’s the hardest step because building a company 
that supports its workforce to be great (instead of 
just supporting its owner(s)) is first about owners 
looking in the mirror and asking themselves some 
very hard questions—and then taking the time to 
really think about and find the right answers  
to them. 

The biggest and most important question is: “Do 
you really want to build a business?” This may seem 
like a stupid question, but believe me, it’s not. The 
importance of the answer to this question became 
abundantly clear throughout our research.  All of 
the firm owners we studied in our research said, 
“Yes, we want to build a business;” but when it 
came time to take the necessary steps to build that 
business, half of them weren’t so willing. It’s very 
easy for all of us to say we want to build a business, 
but my experience has shown that wanting to do it 
and actually doing it are two very different things. 

When working through the research, the glaring 
difference between P4 companies and Non-P4 
companies was the mentality of the owners. As  
Figure 3 showed, 100% of the Non-P4 owners 
wanted to increase their income, rather than grow 
their firms’ revenue. In contrast, my P4 owners took 
the time, faced the hard decisions head on, and 
changed themselves to build their companies, even 
if it meant taking a giant step backward, before 
they could move forward.  As we’ve seen, for them 
it wasn’t about the money, the owner’s income, the 



12Herbers & Company © 2003-2019

prestige of saying you are an owner, the fancy car 
or home, or the lifestyle that owning a successful 
business can and does bring them.  It also wasn’t 
about being a better manager. It was all about 
personal growth, and about the growth of their 
businesses. Their mentality and how they treated 
employees reflected their goal of truly wanting to 
build a strong, viable, enduring business.

When I delved into the data and started realizing 
we had two very different approaches to building 
businesses, I assessed the owner’s thinking to 
uncover the differences in their mentality.  The 
results of that assessment concluded that 100% 
of the P4 company owners had all of the following 
beliefs about themselves, their business and how 
they supported employees. (I should point out that 
most of the P4 owners didn’t have all of these beliefs 
on their own: but they were open minded enough 
to listen to—and to try—these ideas until their own 
success convinced them.)

• Employees should be allowed to do their jobs 
their own way (not the way the owner thinks 
they “should” do it).

• It is very essential for a business owner to 
communicate the ‘why’ to their employee’s: Why 
they are passionate about their business, and 
why what the firm does is important.

• Employees should be encouraged to take risks, 
and to make mistakes so they can learn from 
them, without fear of negative consequences, 
abuse, neglect and/or criticism.

• Employees should be encouraged to constantly 
come up with new and better ways to do their 
jobs without prior management approval.

• Employees should be allowed to manage 
themselves without oversight.

• Every employee’s unique strengths should be 
treated as individual.

• Employees are considered just as important as 
the firm’s clients.

• All employees need to know “why” their role is 
important to the success of the company.

• No position in the company is considered more 
or less important than any other.

To reach their success, P4 company owners took 
the time to prepare themselves to support great 
employees before they did anything else. They 
worked on themselves first, learning to coach and 
mentor their employees rather than critique them, 
giving their employees permission to ask questions 
and try new approaches, overcoming the urge to 
micro-manage, and learning to trust that when 
properly supported and provided with incentives, 
their employees will want to do a good job and 
contribute to the success of their business. 

Then, the P4 owners took what they learned, 
coupled with the sole goal of building a business, 
and created programs in their firms to train their 
employees to be great.

Employee Training
We all know that training is the key to top 
performing employees. Why, then, do so few 

“
The biggest and most 
important question is: 
Do you really want to 
build a business?

Learn how to build effective P4 Cultures  
at www.HerbersCo.com
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owners take the time to actually implement a 
formal training program? Or, if they do, why is it 
the last thing, not the first thing, they do?  Most 
business owners will implement hiring processes, 
compensation programs, job descriptions, career 
tracks, and performance reviews before they ever 
develop a training program. I have come to believe 
this is a by product of business owners not properly 
planning and preparing themselves to support  
great employees. 

Typically, business owners will get busy with the 
work they are doing, decide they need to hire 
someone, hire someone, and then throw their new 
employee into the business, to sink or swim on their 
own. Then, when the employee becomes unhappy—
and under productive—the owner creates a 
compensation program, career tracks, and gives 
performance reviews. Often, the employee will still 
be unhappy, and eventually leave or get fired.  Then, 
the owners are left asking themselves why?
  
The answer is that the employees are set up to fail. 
Without the proper training—specifically intensive 
training in their first three months on the job and 
then a continual training program throughout their 
tenure—employees are left to figure out how their 
firm works and how to make a positive contribution. 

Some actually succeed, but many more of them 
fail. This model may work in larger brokerage firms, 
where the sink-or-swim method is often used to 
identify people who can sell product, and 80% 
turnover rates in the first 5 years are built into the 
firm’s economics. But in an independent advisory 
business, even an annual 20% turnover rate is the 
path to mediocrity, at best.

The solution is effective training. The critical first 
three months in a job are when new employees 
learn how to work within the firm, how to do their 
new jobs, and most importantly, how to become 
self-managed employees: that is, how to make a 
maximum contribution to the firm with a minimum 
amount of managing from the owner/advisor. The 
only way to deliver that is through a well-thought-

out training program, which 100% of the studied P4 
companies provide. 

Good & Bad Training Programs
The key to getting results like those in P4 firms is 
to understand that there are also effective and 
ineffective training programs. While no two firms 
have exactly the same training programs, there 
are elements that are essential to make a training 
program effective. 

The first step toward creating great employees 
is to teach them to teach themselves. Everybody 
loves a resourceful employee, but the truth is “being 
resourceful” is often taught.  The key to doing that 
is to give employees permission to trust themselves. 

“
The solution is 

effective training. 
Everybody loves 

a resourceful 
employee, but 

the truth is “being 
resourceful” is often 

taught.  The key 
to doing that is to 

give employees 
permission to trust 

themselves.
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That is, to get the most out of employees, it’s 
essential to communicate the core values of your 
firm, including permission for your employees: 1) to 
make mistakes (it’s how they’ll learn); 2) to speak up 
(if you don’t know what they are thinking, you can’t 
help them); and, 3) to ask for more responsibility 
(they’ll know when they are ready to grow). In 
return, owners need to ask for only one thing:  
that employees honor their word by keeping the 
promises they make. 

Taken together, each of these “permissions” will 
enable new employees (and existing employees, 
too) to gain confidence in themselves. They’ll come 
to realize that they don’t have to be perfect—that 
it’s okay to make mistakes, as long as they own up 
to them, do what they can to fix them, and most 
importantly, learn from them. 

They’ll also learn that it’s okay not to know, and 
far better to learn to be resourceful and find the 
right answers than to pretend that they do know 
something they don’t. In this type of business 
environment, employees will learn to trust their own 
instincts about what they can and can’t do, and 
they’ll  also learn that to earn the trust of others, 
they have to act honorably and with respect.

Learning to really trust themselves empowers 
employees to learn on their own (with minimal effort 
from owners, principals, or supervisors), to virtually 
manage themselves, and to find ways to contribute 
to the success of the firm that the firm owners 
never even considered.  This is the key to having an 
ultra-successful—and enjoyable—training process.  
And it can be achieved in a relatively short period  
of time. 

Once you’ve shown new employees how to learn, 
you need to teach them about their new firm. They 
need to learn the technology you use, and how you 
deliver advice to clients. Often this step requires 
a little more from the owner/advisor than a list of 
what employees need to learn. They need access 
to other employees, leaders in the organization 
and time to read the firm’s operations manual, 

which details all of your processes and procedures 
(something you could consider having done before 
you even hire).

Then, employees need to learn about their own 
job. I’ve found that giving new employees general 
information about what their job entails is of 
little value, since they have no concrete frame of 

“
If owners of 

advisory firms 
want to see results 
similar to those of 

P4 companies, they 
will start with the 
most  critical and 
the most difficult 

of all the steps, 
Preparation.
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reference to understand what you are telling them. 
Instead, a “from the ground up” practical approach 
works far better, with much faster results. Start 
by giving them one task that their job requires. 
Encourage them to ask any questions they have, 
and to trust themselves by doing it the best they 
can. Then evaluate how they did, and give them 
feedback. This is key: Be sure to use their mistakes 
as learning opportunities (not as an opportunity  
or criticism). 

Their mistakes are how you’ll know the limits of their 
knowledge and skills—and are their opportunity 
for growth. Next, have them attempt a similar task 
and check to be sure the mistakes are corrected, 
but don’t correct the mistakes for them. Have 
them repeat similar tasks until they get them right 
consistently. All along, while encouraging them to 
ask about things they don’t understand. (It’s far 
more efficient to answer specific questions than it 
is to lecture in generalities.) 

Creating self-managed employees means enabling 
them to learn everything they need to do their jobs 
well, and not hurting their confidence by putting 
them down and not giving them the opportunity to 
correct their mistakes. Sometimes, it’s creating the 
right motivation. 

More often, it’s giving them permission to trust 
themselves and to learn their own way. And it 
always includes providing constructive feedback 
about what they need to do better. No matter how 
you do it, once you’ve created motivated employees 
who believe in themselves and know how to 
learn, the job of an owner/advisor becomes much, 
much easier. And their firms become much more 
successful.  Doing this requires a plan and that plan 
can and should be created far before you even think 
about hiring someone in your business.

Learn how to effectively  
build P4 Cultures at: 

www.HerbersCo.com
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P2 — Pay

We’ve seen from the data that P4 firms consistently 
pay salaries that are lower than Non-P4 firms, and 
are usually even below market ranges. There are two 
reasons for this: first, because P4 firms create their 
own great employees, they don’t need to hire high-
priced “stars;” and, second, when job applicants are 
too focused on their initial income, that’s often an 
indication of a short-term, self-centered mentality. 
Successful businesses want employees who are 
interested in making a contribution to the success 
of the firm, and who are willing to tie part of their 
compensation to that success. 

That brings us to incentive programs. P4 research 
and my professional experience have shown 
that perhaps the single most powerful employee 
motivator is to tie a portion of employee 
compensation to the success of the business. 
The best way to do this is through revenue-
based bonuses (which are easy to calculate and 
eliminate issues surrounding “legitimate expenses 
and suppressed profits”). Employee incentives 
that increase as a firm grows create a sense of 
ownership (in lieu of actual ownership) that is 
essential to maximizing employee contributions 
to a business’s success. I came to this conclusion 
when I conducted a sub-study that isolated just 
three factors: employee motivation, how their pay 
and bonuses were structured, and growth in firm 
revenues. The results were striking.

I’ve always been a fan of revenue-based bonuses, 
where each quarter, you simply pay each employee 
a percentage of the firm’s revenues. This formula 
gives them a direct stake in the success of the 
firm and shares some of the business risk with 
the employees (when revenues are down, so are 
bonuses). To have the desired impact, it’s important 
that owners regularly reveal the firm’s total revenue 
figures upon which employees’ bonuses are based. 
This enables employees to understand the firm’s 
current financial situation and how it impacts 
them. During the down markets of 2008-2009, for 

instance, employees with revenue-based bonuses 
took home less money, and knew why: We had 
zero complaints.

I knew that revenue-based bonuses are popular 
with my more entrepreneurial advisors, while my 
more technical, analytical advisors who don’t like 
the uncertainty, variability, and the disclosure 
involved, preferred instead to pay more predictable 
and controllable bonuses based on profits or simply 
on vaguely defined “merit.” But, as seen in Figure 
6, until I started to quantify the results of different 
bonus structures, I didn’t realize that all of the P4 
firms offer revenue-based bonuses and all of the 
Non-P4 firms pay bonuses based on one 
of the other structures. 

To get to the bottom of the effects of different 
incentive structures, I listed the employees at my 
client firms (including professional employees, 

P4 Firms Non-P4 Firms

Figure 6
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those in operations and client service, lower-level 
employees such as receptionists and administrative 
assistants) along with their employee score. Next 
to each employee’s name and performance score I 
wrote down their firm’s bonus structure: Revenue-
based, profit-sharing, and/or merit-based. Then I set 
the sort function on high to low performance and 
hit enter.

There it was, staring me in the face: Virtually all 
of my “great” (level 4 and 5) employees were paid 
revenue-based bonuses. In fact, motivation and 
performance correlated very neatly into groupings 
based on bonus structure: with revenue-based at 
the top, profit sharing in the middle (levels 2 and 
3), and merit-bonuses and arbitrary bonuses at the 
bottom (levels 1 and 2). 

The evidence was very clear: revenue-based 
bonuses are a much better motivator of employees 
than the other structures. Next, I looked at the 
effect those high-performing employees had on the 
success of their firms. I compared the revenues of 
each firm at their lowest point following the 2008 
Meltdown with their revenues at year-end 2010. As 
a group, the merit bonus firms averaged an 11.8% 
revenue recovery from the Meltdown to 2010, the 
profit sharing firms recovered to the tune of 19.1% 
on average, and the revenue-based bonus firms 
came back an average of 34%. 

The increased motivation and performance of the 
workforce created by revenue-based bonuses 
(including the quarterly disclosure of firm revenues) 
has an extremely high correlation with the revenue 

growth of the firm—at least when it comes to 
recovering from a major catastrophe. And I don’t see 
any reason this revenue growth advantage wouldn’t 
hold true during other times as well.

The data is clear: Frequent, regular incentive 
payments (at least quarterly) based on a firm’s 
success are highly motivational. To increase 
employees’ drive to find ways to help boost 
revenues, we typically use a tiered payout system: 
the higher the revenues, the larger each employee’s 
percentage share of revenue. Additionally, these 
types of compensation arrangements eliminate the 
need to pay high salaries, which only motivates 
people for a short time, if at all. 

On the flip side, paying too low a salary or low 
wages undermines employee motivation. How do 
you pay a fair wage, without breaking the bank of a 
small business but motivate employees to be great?  
You connect total compensation to the overall 
success of the business. 

Great employees are created by connecting them 
to something greater than their own abilities. The 
combination of fair, but not over-the-top, salaries 
and revenue-based bonuses are an essential 
element to the success and the growth rates 
our research uncovered in companies who had 
implemented all of the P4 principles.

P3 — Perks

As the name implies, perks are the things that 
businesses are not required to give their employees 
but that enhance their lives and create a strong 
bond with the company. 

In our work, we’ve found an even more compelling 
reason for offering perks: Our research shows 
that offering the right perks increases employee 
happiness, motivation and commitment. 

On the other hand, failure to provide the right perks 
creates a negative image of the firm in the minds of 

Learn how to build effective P4 Cultures  
at www.HerbersCo.com
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employees that can never be overcome, leading to 
poor morale and high turnover rates.

The two most important and basic perks are 
medical insurance and retirement. In short, 
companies just need to offer them, period. Contrary 
to popular belief, and possibly common sense, 
simply offering these benefits is far more important 
than whether the firm pays for all or part of them. 
As far as I can tell, this is a function of the industry 
we’re in: Associate Advisors are trained that health 
insurance and saving for retirement at an early age 
are essential elements of a sound financial plan, 
while other advisory firm employees get the same 
message early in their tenure. Employees in this 
industry just cannot live with themselves if you 
don’t provide what you’re telling your clients they 
need to have. It’s like working for an overweight 
doctor who smokes and provides beer and pizza to 
his employees for lunch every day. 

Think about the message you’re sending to your 
employees if you don’t offer retirement or medical 
plans: Either you don’t really believe in the advice 
you’re giving your clients, or the financial future 
of your employees just isn’t important to you. The 
lack of company sponsored medical insurance and 
retirement benefits is among the most common 
complaints I hear from employees of my few client 
firms that do not provide them. 

Now, before you start giving me a lot of push back 
about how a small business like yours can’t afford 
expensive health or retirement plans, the good 
news is that our research shows that employees are 
far less concerned about who pays for what than 
they are with just having access to these plans. 
And, if you think about it, that makes sense: They 
understand that they’re not working for JP Morgan, 
so they’re not looking for comparable benefits, but 
they also understand that having access to a group 
health plan can substantially reduce their costs of 
insurance, particularly if they have a family. 

As for retirement, they like the pay-yourself-first 
aspect of payroll deductions. Plus, when you’re on a 

tight budget, the difference between pre-tax and  
after-tax contributions can have an impact on  
one’s lifestyle.

Some advisors will argue that employees would 
do better contributing to a Roth IRA, and I’m not 
saying that a Roth wouldn’t be better under some 
circumstances. But, since we usually don’t know the 
spouse’s income or retirement plan (so they may not 
even qualify for a Roth), and pre-tax contributions 
can matter, the psychological impact of a company-
sponsored plan is well worth the cost. Plus, the firm 
can save on payroll taxes on those contributions 
and the firm owners can use the plan as part of their 
own retirement and savings plan.

The other benefit of offering health insurance and 
retirement for a business surfaces when it’s time to 
recruit. As I said, young advisors are very interested 
in both of these “perks.” In fact, it’s very hard to 
hire anyone these days without them. This means 
if you don’t have a good answer to the question 
“do you offer health and retirement benefits?” your 
job candidates will be limited to folks who can’t be 
choosy. While we’ve seen that it’s not essential for a 
great firm to hire great employees, picking from the 
other end of the barrel certainly doesn’t help. To be 
competitive, you must offer these two benefits.

One final note on health insurance: I am a firm 
believer that employers should not pay 100% of 
the cost of medical insurance. Employees need to 
have skin in the game; trips to the doctor seem to 
escalate when there isn’t an economic incentive 
to be sure they are necessary. What’s more, when 
employees are sharing the monthly cost, they see 
when the premiums go up, and they appreciate 
that their firms are paying more, too. There’s a 
reason why most carriers include those $20 or $30 
co-pays; even a little skin in the game is often all it 
takes to eliminate those frivolous visits, and 
time away from the office.

Lifestyle Perks
While a retirement plan and health insurance are 
just bases that owners have to touch, the second 



19Herbers & Company © 2003-2019

group of perks, which I call “lifestyle” perks, are 
one of the great discoveries of the P4 program. 
They form a collection of benefits, or perhaps 
freedoms, that allow employees to merge their 
working lives into their personal lives in a way that 
makes both parts of their lives better, producing 
happier more motivated employees. As I said in the 
Preparation section, happy employees are simply 
better employees. Yet, no matter how great you 
make their working environment, if an employee 
isn’t happy in their personal life, it’s hard for them to 
be truly happy at work. And while owners can’t fix 
employee’s personal problems (and shouldn’t even 
try), by offering the right “perks,” they can create a 
working environment that minimizes conflicts with 
home life, which often can be a major source of 
personal problems.

they get their jobs done: job performance goes 
up, and time away from the office goes down. In 
fact, owners suddenly find themselves in the role 
of forcing employees to take enough vacation to 
prevent burn-out, and telling employees to go home 
and spend time with their families.

As it turns out, even the biggest slackers usually 
start to take their jobs more seriously. Those who 
don’t are quickly set straight by their co-workers 
who thrive on their responsibility to the firm and 
don’t want to see the owner’s trust abused. One of 
the surprising consequences of the lifestyle perks 
(and other P4 programs) is that employees actually 
begin to manage themselves and each other, 
freeing owner advisors to focus on serving clients 
and growing the business.

We’ve identified eleven of the most effective and 
common lifestyle benefits that work that employers 
can offer, and I’m sure there are many more out 
there. But before owners freak out, our research has 
shown that the magic number of perks a company 
can offer to make their employees happy is six. I 
call this program that we implement in firms the 
“Lifestyle Six” program. It doesn’t seem to matter 
which six perks employers offer, rather than by 
providing that critical mass of perks, the owner 
has shown a willingness to let employees tailor 
their own lifestyle and trust that they will do so 
responsibly. Here’s a brief description of the eleven 
lifestyle perks that owners should choose from: 

Flex Time
These days, it’s a pretty commonly accepted 
practice to let employees set their own work 
schedule. For small business owners, this is one of 
the key elements in shifting their mentality from 
micro-manager, to employee mentor and coach. 
One of the greatest sources of employee stress 
(and one of the most easily eliminated) is conflicts 
between work schedules and other important 
activities such as: children’s schooling, daycare, 
a spouse’s demanding schedule, commuting, 
carpooling, continuing education, volunteer work, 
etc. If shifting an employee’s working schedule an 

“
Happy employees 
are simply better 
employees.

The key to these lifestyle perks is an owner’s 
mentality that trusts employees to make 
responsible decisions about what’s right for them, 
and right for the firm. It’s a mentality that shifts 
the owner’s role from parent-like rules setting and 
monitoring, to one of mentoring and trust. It sends 
a message to employees that says: “You figure out 
what you need to do to balance doing your job with  
having a happy personal life.” 

For many business owners offering lifestyle perks 
is a leap of faith that many business owners are 
uncomfortable with, at least at first. But, in my 
experience, owners who try it quickly realize they’ve 
been underestimating their employees. A funny 
thing happens when owners give employees the 
responsibility for making themselves happy while 
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hour—or even two hours—either way (or even both 
ways, with a longer lunch hour) can make their life 
less complicated, they will be able to focus better, 
work harder, be happier, love their job more, and 
will never forget how your flexibility improved their 
life. Yes, flex times need to be coordinated to be 
sure all the firm’s needs are met, but the effort that 
it takes will pale compared to the happiness you  
create in your employees. 

Unrestricted Vacation
This is the one that requires the biggest leap of 
trust, and consequently, the one that owners 
have the most trouble with. To be clear, I’m talking 
about allowing each employee to decide how much 
paid vacation time they take and when they take 
it (coordinated with other employees). I know, it 
sounds crazy. But let me ask you this: Who decides 
how much vacation you, the firm owner(s) take? 
Do you spend so much time out of the office that it 
hurts the firm? Of course not. So, why would your 
employees? In fact, a funny thing happens when 
you give employees the freedom to take vacations: 
they take less vacation time. Why? For one thing, 
when you offer use-it-or-lose-it annual vacation 
time, it’s human nature to use it, just so you don’t 
lose it. Give employees as much time off as they 
want, and they tend to want less. In fact, as I talk 
about in the “Part IV -Unintended Consequences” 
section, as a P4 employer, one of your biggest 
problems will be getting employees to take enough 
vacation so they don’t burn out.

Provided Lunch (or other meals)
Many large corporations provide meals for 
employees to eat in the office. You should, too. 
Often, employees will eat while they are working, 
but even if they don’t, their time away from work 
will be much less than if they go out. What’s more, 
when employees eat together, they usually talk 
about work and/or connect in a different way. It 
doesn’t have to be fancy or expensive, but offering 
a small reward for not going out for lunch (or 
staying over dinner or breakfast if they come in 
early or stay late), can result in a major increase  
in productivity.

Bereavement Time Off
This is time off when employees suffer an emotional 
loss, no questions asked. It’s not just for a death, 
but for any grief in their life: a divorce, marital 
strife, the illness of a spouse, family member or 
close friend, etc. It’s an expanded version of a 
mental health day for employees who need some 
time away to deal with their emotions. The truth is 
that during or after emotional trauma, employees 
usually aren’t much use in the office, anyway. And 
time away can help them recover more quickly. 
Again, this is a call that only the employee can 
make at the time. Most employees will never use it, 
but by offering it, an employer sends an important 
message about their value to the firm.

Female and Male Family Leave
As I’m sure you know, this perk is legally required 
of large businesses, and just a good idea for small 
businesses to offer, too. Having a baby is a life-
changing event for a whole family, and taking 
time off to sort it all out is good for an employee’s 
personal life and their productivity, and for the 
business. This is one of the times when work and 
personal life usually come into conflict, and forcing 
an employee to choose their work can result in 
long-term issues that can affect their personal lives, 
too. It’s far better for businesses to let employees 
decide how to best balance their work with a  
new member of the family. 

Time Off For Volunteer Work
Many of these perks become moot for firms that 
offer unlimited vacation time. But even for those 
firms, offering paid time off, no questions asked, 
for charitable work sends the right message. 
Owners need to resist the temptation to create 
a list of prescribed charities; volunteer work is a 
matter of conscience for employees, and attempts 
to meddle will only create resentment from folks 
with strongly held inclinations that don’t parallel 
yours. Employees who want to give back to their 
communities (however they define them) tell you 
something about them; when firms encourage 
giving back, it also sends a message about 
them, not only to their employees, but to their 
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communities, too. This is a low cost/high reward 
benefit that many employees probably won’t use, 
but they like to have, and it definitely sends the 
right message.

Paying For and Paid Time Off For 
Continuing Education
This ‘perk’ is really a must for professional firms. 
When professional employees make the effort to 
obtain and maintain professional designations, 
it increases the firm’s expertise and credibility. It 
can also broaden the firm’s referral network. Once 
again, this benefit works best when owners resist 
the temptation to control employee’s inclinations: 
any professional designation is better than none, 
supporting employee choices sends a good 
message at very little cost, and increases firm’s 
credibility. 

Paying for Further Education and 
Professional Resources 
This perk is related to the one for continuing 
education, and the same comments apply. I 
understand that if an owner is going to foot the 
bill, they’re going to want more say in the nature 
of the education or resource. Still, the broader the 
latitude, the better. Most owner/advisors would 
probably draw the line at sending an employee to, 
say, law school (although I have a client who did), 

but usually advisor education isn’t very expensive, 
and to not pay for it sends a very bad message that 
education is not important to the firm. This perk 
should apply to non-professional employees as well, 
but with careful management of expectations. If 
employees are planning to advance their careers 
through further education, they need to know how 
their education plans fit in with the growth plans  
for their firm. 

Time Off For Continuing or Further 
Education That is Not Work Related
Employers often have a hard time with this perk, 
too, but the reality is that few employees will ever 
use it. Also, when combined with flex time, it rarely 
results in much real time off. The real benefit of 
offering this perk is sending the message that as 
part of a firm’s commitment to the happiness of its 
employees, the firm supports employee’s efforts to 
improve themselves. Again, it’s a low-cost perk with 
a powerful message. 

Group Discounts
It’s a growing practice among firms to negotiate 
employee discounts with local vendors; health clubs, 
country clubs, nutritionists, counselors, technology 
stores, etc. Sometimes these arrangements are 
directly in the best interest of the business, such 
as health clubs and tech stores, but more often, 
they’re just a nice, no-cost perk for employees. It 
sends the message that the employer is thinking 
about the welfare of his or her employees, and you’d 
be surprised how many employees rate these perks 
highly. What’s more, it gives advisors a reason to 
chat up local business owners who may be future 
prospective clients.

Sabbatical Time Off
What I’m talking about here is a substantial amount 
of paid time off every few years. Typically, firms 
will offer around five weeks sabbatical after five 
years of employment. This perk is important for 
P4 firms, in which employee burnout is a constant 
danger. Encouraging employees to take the time 
to truly get away from their jobs from time to time 
improves relationships, increases judgment and 

“
It’s far better for 
businesses to let 
employees decide how 
to best balance their 
work with a new 
member of the family.
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Overview of Lifestyle Perks and
Their Effect on Employee Time Off

productivity, and restores a sense of perspective to 
their lives. This perk should really be a requirement 
at advisory businesses, and like other forms of time 
off, P4 owners often find that they have to virtually 
force their employees to take sabbaticals. These 
benefits also apply to firm owners, who also need 
to set an example by taking periodic sabbaticals to 
recharge, or to just take an extended break to gain 
perspective.

Firms send a powerful message by offering at least 
six of these lifestyle perks: Doing so says that the 
company trusts its employees to balance their 
lives and to do a good job. It is results-oriented 
management that leads employees to literally 
manage themselves. One hundred percent of the 
P4 firms studied offer six or more of these perks, 
with flex time, open vacation, and provided lunch 
being the most common perks. Conversely, only 
20% of the Non-P4 firms offer six. 

On the results side, as seen in Figure 7, none of 
the P4 employees abused these policies (and when 
a few people started to push the limits, the other 
employees quickly stepped in and told them to 
fly right.) In a P4 firm, everyone is accountable to 
everyone else. Our data shows that P4 employees 
average 14.5 days a year out of the office, while 
Non-P4 employees average 19 days, or 24% more. 
And, nearly all of the Non-P4 employees ask for 
additional vacation or days off every year. Offering 
lifestyle perks that allow employees to take 
responsibility for their own happiness, make P4 
firms better, more  
successful businesses.

P4 — Productivity 

The fourth P is Productivity, and it’s the simplest of 
the four P’s to understand. Here’s the point: There is 
probably no stronger message that a business can 
send to its employees than the quality of the tools 
it provides them to get their jobs done. Today, that 
means cutting-edge technology and training to use 
more of that technology’s functionality. Obsolete 
or barely functional technology says their job is 

not important and their time is not valued. That’s 
the wrong message. Today’s employees view their 
technology the way young Baby Boomers felt about 
their company cars: a clunker meant they were 
losers working for an unsuccessful company. 

The impact of providing technology and training 
is clearly seen in the data in Figure 8: All P4 
firms provided laptops for their employees, hired 
technology consultants, and maintained cutting 
edge hardware (iPads, smart phones, dual screens, 
etc.)  to support their businesses. What’s more, 
all P4 firms have a “technology strategy” that 
anticipates both the addition of new technologies 
and the replacement of old hardware and software 
as they become obsolete. In fact, 80% of our P4 
firms actually set aside a “technology escrow fund” 
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to cover the cost of keeping their tech current. 
P4 firms also provide continuing training on their 
firms’ software systems and platforms, resulting in 
P4 employees utilizing 90% of the firm’s software 
functionality vs. only 20% utilization for employees 
of Non-P4 firms. 

The bottom line is that the cost of cutting edge 
technology and training is minimal compared to the 
way it will make employees feel about themselves—
and their firms. Our data shows that employees of 
P4 firms rate their firms’ commitment to technology 
4.6 out of 5, while employees gave Non-P4 firms 

a 2.9 rating. That meant the P4 employees feel 
their firms provide them with essentially all the 
quality technology they need to excel at their jobs, 
while employees at Non-P4 firms did not feel they 
were getting technology tools to make them more 
successful at being productive in their jobs. Simply 
put, employees felt that their firms where providing 
them with clunkers. 

We know for sure that the P4 firms embraced 
technology to make their workforce productive, but 
having worked with these firms for quite some time, 
I also know that how the technology was viewed 
in these firms was important, too. The P4 firms had 
two primary goals with regard to their technology. 
First, they invested in the best hardware, ensuring 
that computers, phones and printers were new, 
cutting-edge and up-to-date. Hardware is replaced 
every two to three years. Slow functioning and old 
hardware was unacceptable to P4 firms, and while it 
was still operational, faster hardware was embraced 
and updated often. 

Software on the other hand was a little different.  
P4 firms took the time to research new software 
programs and implement solutions that fit the 
culture of the firm, their procedures and the 
employees. They took the time to pick software 
that worked for the firm, fully trained employees 
to use it, and then ensured it was used to its full 
functionality. The Non-P4 firms tended to do 
just the opposite. They would invest very little 
in hardware, make quick decisions on software, 
changed software programs frequently, and then 
spent very little time training employees on how 
to use it. Then, by the time employees had learned 
the new software on their own, they would change 
software again, some of which just would not run 
smoothly on their dated hardware. 

The bottom line: P4 firms that were strategic about 
technology hardware and software purchases 
created highly productive, great employees who 
were connected to their clients. In turn, this 
strategy ultimately determined the firm’s overall 
success and their ability to retain top talent.
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Part VI – The Conclusion  
Unexpected Results

The law of unintended consequences doesn’t only 
apply to negative results: As you’ll see below, the 
application of P4 Principles to advisory firms was 
also beneficial in ways we hadn’t anticipated.  As 
is often the case with ideas and research that are 
more far reaching than the creators realized, the 
benefits of applying the P4 Principles went far 
beyond our original expectations. 

As it turns out, the success of the P4 firms resulted 
as much or more from results that we hadn’t 
considered as they did from those we’d hoped for 
and discovered. The primary additional benefits 
of P4 include a reduced need for traditional 
“management” by the owner or managing partners, 
a vast reduction in the importance of the “hiring 
process,” shortened time required for new employee 
“training,” elimination of the annual reviews, 
solving chronic NextGen/Millennial communication 
problems, and creating a strong sense of teamwork 
among all company employees. 

Eliminate Employment Reviews
After evaluating the P4 data, I thought about 
whether I (in my role of consultant), and the 
business owners themselves actually treated 
employees now at P4 firms differently than we do 
employees at the other firms. I’ve concluded that 
we do: not out of any predetermined plan, but 
simply because they are much easier to manage. 

As we’ve seen, P4 firms have far fewer employee 
problems—the employees know their jobs, 
understand how they contribute to the success of 
the firm, look for other ways to make the firm better, 
and tend to do the best job they can because they 
have the P4 human capital management structure in 
place to guide, to motivate, and to manage them.

Consequently, we have now stopped doing 
employee reviews at P4 firms—with the exception 
of a 90-day performance review for all new 
employees. For one thing, we don’t have merit raises 
(a bonus based on individual goals) to calculate, 
because that’s built into their revenue based 
bonuses. Every year, we simply ensure their base 
salary is fair based on their position in the company, 
the size of the firm, and their region, and let the 
bonuses do the rest. 

What’s more, because the employees are highly 
motivated to do a good job, they almost always do 
a good job. They don’t need or ask for feedback, 
direction, or guidance. If anything, the information 
tends to flow the other way at these firms, with the 
employees constantly making suggestions about 
how things could be done better. 

At first, we stopped doing annual reviews on the 
“good” employees, since they obviously didn’t 
need them. Then I realized that at my P4 firms, all 
the employees were good, and we stopped doing 
reviews altogether. I had one employee ask to have 
an annual review, but she got tired of hearing how 
great she was doing and dropped it. 

Occasionally, I’ll get a new client who insists on 
doing annual performance reviews, but after a year 
or two of having nothing to talk about in those 
meetings, they have dropped them, too. Also, I 
realize now there is a certain degree of psychology 
behind performance reviews.  I have found, in the 
Non-P4 firms that employees want performance 
reviews for two reasons.  

First, they want to build a file for themselves 
because they know they are going to look for 
another job someday and would like to share 
the results (if good) with their future employers.  
Second, at some level they know they are not 
doing the best job they could, but don’t know 
whether their owner/boss perceives it. Point is, 
when employees know they are doing a good job, 
they don’t need validation from their boss to prove 
to themselves that what they are doing is good.  
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Their praise is coming from within. It’s those who 
know they are not performing to the best of their 
ability who need praise from the outside. And 
when communication channels are wide open, P4 
employees know exactly where they stand with the 
boss, and other employees. 

Hiring Myth
When it comes to hiring employees, virtually every 
owner I’ve ever known wants to hire a star: some 
youngster with a resume’ that will knock your—and 
their—socks off. That strategy almost always turns 
out to be a big mistake. 

Here’s why: When small business owners hire 
“stars,” they expect them to “hit the ground 
running,” to come in and start making significant 
contributions to the firm almost from day one. But 
all companies are different; their culture is different 
and so are the ways they deliver advice to their 
clients. 

Expecting a new employee—even a star—to figure 
out how to work within a new firm in a short period 
is almost always unrealistic. Consequently, the 
“star” is set up for failure right from the start. When 
they don’t live up to those unrealistic expectations, 
they’re usually met with disappointment, and often, 
considerable criticism. It can take even the most 
resilient employee to overcome that, and even if 
they do, it can take years.

When less than stellar employees are hired, the 
owners typically allow them more time to become 
acclimated to the firm.  Simply, their tolerance for 
mistakes with the new employee is higher, and 
more importantly, the owner spends a lot more time 
training them to do the job they were hired to do. 

As we’ve seen, how firm owners train—or don’t 
train—newly hired talent within their first 
three months will determine not only their job 
performance throughout their tenure, but their 
ability to contribute to the success of the firm, and 
often, will determine the success of the firm itself.

Eliminate Next Generation Employee 

“Communication” Problems 
In my experience, many of the problems that arise 
between younger employees and older owners 
come from a lack of open communication between 
the two. By truly preparing an employee through 
effective training programs, next generation 
employees are encouraged to ask questions, 
share observations, and make suggestions from 
the outset of their employment, so many of the 
traditional frictions simply don’t arise. 

What’s more, a relationship that is based on 
support rather than criticism smooths the way for 
open communication, which was evident in the 
vastly lower number of complaints P4 firms had 
from their employees. Finally, the focus that P4 
firms have on a flexible work environment, and 
providing cutting edge technology goes a long way 
to winning the hearts and minds of young people 
everywhere. 

“
When it comes to 
hiring employees, 

virtually every owner 
I’ve ever known wants 

to hire a star: some 
youngster with a 
resume’ that will 
knock your–and 
their– socks off.
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Creating a Team Atmosphere
By allowing employees to take responsibility to 
learn their jobs and to do their jobs, we’ve found 
that they tend to reach out to each other to a far 
greater degree than in a typical office environment. 
What’s more, the revenue-based bonus gives all 
employees a stake in the success of the firm, which 
translates into an increased interest in the success 
of the other employees. 

The result is a cooperative environment in which 
employees are highly motivated to work together: 
helping, training, and even supervising each other. 
Not only does this greatly reduce the management 
burden of owner/advisors, but as it turns out, vastly 
reduces the amount of time owners need to spend 
in the office, while vastly increasing overall 
employee productivity. 

Employee Burnout
For all the great things P4 principles do for 
companies that implement them, they do have a 
few negative results for employees and owners 
alike.  As I mentioned, often the biggest problem 
that P4 firms have with employees is burnout: P4 
employees love their jobs and the people they work 
with so much they tend to work too long and too 
hard—even with all the lifestyle perks and flexible 
working hours available to them.  It’s a “good” 
problem to have, but managers and owners still 
need to address it. Encouraging—and forcing, if 
necessary—time off not only helps the employee 
but it prevents one other serious problem  
we uncovered. 

The second “problem” can be employees getting 
“too” close. Since employees at P4 firms often 
manage themselves, they also frequently spend a 
great deal of time managing and connecting with 
each other.  This type of connectivity creates a 
strong bond and team atmosphere, which is a great 
thing.  But, if you take this bond and combine it 
with employee burnout the result can lead to an 
emotional affair. 

 An emotional affair is an affair of the heart, when 
two employees create a bond so strong that they 
start imaging a life together outside of work.  This 
is often an illusion that two employees create in 
their heads, believing their personal lives with each 
other will be just as great and supportive as their 
connection within the work environment.  Emotional 
affairs can lead to full blown affairs, which are very 
dangerous to a business and destructive to a highly 
productive team, because they create secrets and 
favoritism, and they can adversely affect employee’s 
home lives, which very often has an effect on  
their work.  

P4 firms were twice as likely to have employee 
burnout, and we also uncovered a number of 
emotional affairs within these firms.  To help avoid 
these problems, a firm owner needs to be sure that 
employees take enough time off to spend with their 
families. By offering—and enforcing—the Lifestyle 

“
By allowing 
employees to take 
responsibility to 
learn their jobs and 
do their jobs, we’ve 
found that they 
tend to reach out to 
each other to a far 
greater degree.
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Six, a balanced home and work life can reduce the 
need for employees to seek additional emotional 
support at work.

Owner Guilt
Finally, one of the most interesting and unexpected 
outcomes of our P4 research is the guilt trip that 
some owners and partners put themselves through 
on an almost daily basis. Think about it:  Owners are 
trained (or at least led) to believe that the harder 
you work, the greater your results; The more you 
lead or manage, the better your team; The more 
you are out rainmaking, the more your business will 
grow; The more you reinvest in your company, the 
more you will get out of it (which translates into; 
the more owners income you defer, the faster your 
firm will grow), and finally, the more effort you put 
into the hiring process, the better your employees 
will be. Owners have been hearing this traditional 
management jargon for decades. It’s ingrained in 
their heads, so in many ways, the P4 strategies, 
and their results violate the work ethic that many 
owner/advisors believe to be true about managing.

As a result, when my P4 firm owners watched their 
owner’s income double, their growth rates and 
profit margins soar, while their workload and time in 
the office decrease by half, simply by implementing 
an inexpensive and uncomplicated four-point 
structure, they started to feel guilty.  They reached 
every goal they wanted to achieve and to that 
end, they experienced the emotional equivalent of 
disbelief. Frankly, it wasn’t until I started sharing 
with them the results of this research that they 
began to let the guilt go, and started believing in 
something different than they were taught—that 
traditional management theories in today’s business 
world are certainly flawed, and in some cases, they 
are just wrong, at least for advisory firms. 

The message of our P4 research is abundantly 
clear: Businesses that prepare their employees 
to succeed, tie employee compensation to the 
success of the firm, create a flexible and supportive 
work environment, and supply the tools necessary 
for employees to excel at their jobs, create great 

employees, who in turn, create great businesses.  
Building a P4 company is all about owner/advisors 
forgetting what they’ve been taught about how to 
manage in the past. 

The P4 Principles are simple: All they require is that 
firm owners come to terms with the fact that what 
and how they implement employee programs—
not how they manage or recruit employees—
determines whether their employees will be great 
employees and whether their firm will be a  
great firm.

Learn how to effectively  
build P4 Cultures at:

 

www.HerbersCo.com




