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Scaling a Boutique Professional Services Firm: 
The Player-Coach Years 

Four transitions every founder must navigate between a three-person practice and an 

eight-person firm, written from inside the phase itself. 
 

Luke A. Palmer, CFP®, AAMS®, CRPS®, AWMA®, Owner and CEO September 16, 2026 

 

Some Fridays end with the same quiet recognition. I did two jobs badly instead of one job well. The 

morning was client work no one else could yet handle. The afternoon was a hiring conversation, a systems 

decision, and a promise to a colleague that had quietly slipped a week. Nothing broke. But I could feel the 

seam. 

 

That seam has a name in the professional services literature. It is called the player-coach phase, and it sits 

between a founder-and-a-few-people practice and a real firm. I write about it because I am inside it. 

Palmer Wealth Group™ is itself a professional services practice in the player-coach phase, and building it 

as an ensemble practice has meant working through exactly the transitions this article names. 

 

The SBA Office of Advocacy reports that small firms account for roughly 96 percent of professional, 

scientific, and technical services employer businesses, with an average of about 11 people per firm. The 

Bureau of Labor Statistics projects the sector will grow 10.5 percent between 2023 and 2033. That is a 

projection, not a promise. But it names the tailwind behind a question every founder in the player-coach 

years must answer: what does it actually take to build the firm the market is asking for? 

 

The Hire That Changes What Your Day Looks Like 

 

Why Founders Default to Hiring Another Prodcer 

When founders decide to grow, most of us reach for another producer. It feels obvious. Revenue comes 

from delivered work, and more people delivering the work should mean more revenue. 

 

The industry data supports the direction and complicates the reflex. Cerulli’s U.S. Advisor Metrics 2025 

reports that team-based advisory practices manage about $330 million in assets on average, compared 

with about $95 million for solo shops. Those team practices show roughly $20.3 million in annual organic 

growth, versus about $8 million for solos. 

 

https://www.bls.gov/careeroutlook/2025/article/fastest-growing-industry-sector.htm
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But the industry’s shape tells a different story about founder behavior. The Investment Adviser 

Association told the SEC in 2023 that more than half of federally registered investment advisers employ 

fewer than ten people, and more than 88 percent employ fewer than fifty non-clerical staff. The reflex to 

hire another producer does not, by itself, move most firms out of the very-small category. Something else 

has to change. 

 

What the First Non-Producing Hire Actually Unlocks 

The hire that actually changes a founder’s day is usually not another producer. It is the first non-producing 

hire: the person whose job is to protect the founder’s time and the firm’s operational spine. 

 

“The hire that actually changes a founder’s day is 
usually not another producer” 

 

Charles Schwab’s 2025 RIA Benchmarking Study found that for every $403,000 in revenue, a firm 

typically hires another full-time employee. That is an industry ratio, not a target for any firm. A 2024 

Ensemble Practice study of 230 advisory firms placed average revenue per staff member at roughly 

$459,655. The 2026 IAA/COMPLY Investment Adviser Industry Snapshot reported that advisers focused 

on individual clients averaged 8 employees and $424 million in assets under management. 

 

The federal employment thresholds land later than most founders expect. COBRA applies at 20 

employees. FMLA and the ACA employer mandate apply at 50. A firm moving from 3 to 8 people crosses 

none of the major federal thresholds. State laws vary and should be verified with a qualified employment 

attorney. That window can be used to build the firm before the compliance weight of a larger one arrives, 

and to attend to personal finances, as I have addressed in The Entrepreneur’s Blind Spot. 

 

Becoming the Standard-Setter, Not Just the Doer 

 

The Producer-to-Standard-Setter Shift 

Larry Greiner’s 1972 model of organizational growth, republished in Harvard Business Review in 1998, 

names the first predictable crisis a firm encounters. He calls it the crisis of leadership. It arrives when the 

informal methods that built the firm no longer scale. 

 

In professional services, that crisis is quieter than the term suggests. It shows up as an accumulation of 

small inconsistencies. One client gets one version of the process. A junior colleague does the work the way 

the founder taught last quarter, not the way the founder does it this quarter. None of it is a crisis on any 

given Tuesday. 

 

SEC Rule 206(4)-7 requires every SEC-registered investment adviser (an advisory firm supervised by the 

Securities and Exchange Commission) to adopt written compliance policies, review them annually, and 

designate a Chief Compliance Officer. That obligation applies regardless of headcount. When the founder 

https://palmerwealthgroup.com/entrepreneur-blind-spot-personal-wealth-planning/
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is the only producer, the role is largely paperwork. When four or five people do client work, the standard-

setter role becomes real. Someone must define how the work gets done, and the founder is either that 

person or is failing to be. 

 

“Someone must define how the work gets done, and the 
founder is either that person or is failing to be.” 

 

The Founder Identity Cost — And the Honest Alternative of Staying Small 

Noam Wasserman’s 2012 book Founder’s Dilemmas frames the identity tension as “rich versus king.” 

Founders who prioritize control tend to cap growth. Founders who prioritize growth tend to give up 

control. Wasserman’s data suggests that people problems, not products or markets, drive about 65 

percent of the failures he studied. 

 

SEI’s research on the purposeful advisory firm, led by John Anderson, found that many advisors default to 

enterprise scale from a sense of obligation, when a well-run lifestyle practice would fit better. Seventy-

four percent of lifestyle firms in that research expected to outlast the founder’s career. Bo Burlingham’s 

Small Giants documents companies that deliberately chose greatness over size. 

 

The choice to scale should be affirmative, not defaulted. DeVoe & Company reported in 2023 that 

average RIA organic growth had fallen to 3 to 4 percent, roughly a third of its earlier pace, with business-

development spending down by about half. Scaling in a low-growth environment demands intention. The 

alternative, a deliberate high-quality small practice, is not a lesser answer. For what comes after the 

standard-setter shift, I have written elsewhere in When to Hire a CEO as Founder. 

 

Transferring Client Trust From Founder to Firm 

 

Why Client Trust Doesn’t Transfer on Its Own 

Client trust in a small professional services firm is founder-shaped by default. In the early years, that is a 

feature. Clients came because of the founder and stayed because of the founder. The firm’s growth was 

the founder’s reputation compounding. 

 

That same shape becomes the ceiling. David DeVoe has argued for years that sustainable RIA growth is 

driven by institutionalized processes the firm can execute without the founder in the room, not by the 

founder’s personal charisma. Buyers of advisory firms discount owner-dependence: a firm whose value 

lives inside one head is worth less than a firm whose value lives inside a functioning institution. 

 

Cerulli Associates reported in 2025 that roughly 300 RIAs holding $5 billion or more in assets accounted 

for more than half of the channel’s assets at year-end 2024, while the remaining 98 percent of firms 

managed about 46 percent between them. The industry is barbelled. The deliberate work of transferring 

client trust from person to institution is what moves a firm out of the second group. 

https://palmerwealthgroup.com/when-to-hire-a-ceo-as-founder-or-become-one-instead/
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The Deliberate Architecture of Institutional Trust 

Institutional trust does not accrete by wishful thinking. It is designed. DeVoe & Company has observed a 

rough correlation in RIA valuations: every one percent of incremental organic growth corresponds with 

about a seven percent increase in valuation, and every one percent of incremental profit margin 

corresponds with about a 2.3 percent increase. Those are industry correlations, not guarantees. 

 

“Institutional trust does not accrete by wishful thinking.” 

 

Philip Palaveev, who coined the term “ensemble practice,” argues that the durable model in professional 

services is team-based. The interests of the business sit ahead of any single advisor. Next-generation 

leaders, whom Palaveev calls G2, are developed deliberately, over years. When the founder can point to 

two or three colleagues capable of running a client relationship without founder oversight, the trust has 

transferred. The historical parallel is one I have written about in Building Institutions That Outlast Their 

Founders. 

 

Scaling a Small Professional Services Firm Beyond Its Founder 

 

What to Codify — And What to Leave to Instinct 

Not every part of a small professional services firm should be codified. The Startup Genome Report, based 

on 3,200 technology startups, found that 74 percent of high-growth internet startups in the sample failed 

as a result of premature scaling. The analogy is imperfect: professional services firms are not tech 

startups, and the 2011 data is dated. But the observation still travels. Systematizing a business before the 

business has proven itself destroys the very thing that made it worth systematizing. 

 

What should be codified are the decisions that already recur and the client experiences that already carry 

a distinctive quality. Schwab’s 2025 benchmarking reported that median revenue per professional at 

advisory firms crossed $1 million in 2024, with median operating margin at about 27.8 percent. Those are 

industry medians, not targets. But they reflect the productivity that follows when a firm builds systems 

around a validated way of working. 

 

Delegating Authority, Not Just Tasks 

The final transition is the difference between delegating tasks and delegating authority. 

 

Greg Alexander, writing in Harvard Business Review in December 2023, called the founder who never 

quite completes this transition a “bottleneck boss”: founders in growing firms often block the very people 

they hired. McKinsey’s scaling research reaches the same place from a different angle. The founder-as-

bottleneck is an organizational-design problem, not a time-management problem. Aligned leadership, 

clear roles, and explicit decision rights are the remedy. 

https://palmerwealthgroup.com/building-institutions-that-outlast-their-founders/
https://palmerwealthgroup.com/building-institutions-that-outlast-their-founders/
https://hbr.org/2023/12/are-you-a-bottleneck-boss
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In practice, this is harder than the diagnosis suggests. Delegating a task is a Tuesday-morning 

conversation. Delegating authority means specifying which decisions a colleague can make without 

checking, and then honoring the decisions they make even when the founder would have made them 

differently. It means writing down where the founder’s judgment is genuinely non-transferable and where 

the founder is just being possessive. It means accepting that the firm’s work product will look slightly less 

like the founder’s own work and slightly more like the firm’s, which is exactly the point. 

 

Greiner called this the crisis of autonomy. Growth stalls when the founder, having built the firm on 

judgment, cannot let go of it. The founder who does the work of scaling a boutique professional services 

firm from the player-coach years into a real firm is the one who eventually stops making every important 

decision alone. That transition ends the player-coach phase. It begins the firm. 

 

Frequently Asked Questions 

 

Q: Should I Hire Another Advisor or an Operations Person First When 
Scaling a Boutique Professional Services Firm? 

The evidence favors an operations or administrative hire first, not another producer. Schwab’s 2025 RIA 

Benchmarking Study reports that firms typically hire another full-time employee for every $403,000 in 

revenue, and Cerulli’s 2025 data shows team-based practices manage about $330 million in assets on 

average, versus about $95 million for solos. Those are industry averages, not guarantees. Freeing the 

founder from operations tends to precede, not follow, the growth that eventually supports another 

producer’s arrival. 

 

Q: How Do You Transfer Client Trust From the Founder to the Firm? 

Deliberately, and over years. DeVoe & Company’s research argues that sustainable growth in advisory 

firms is driven by institutionalized processes rather than founder charisma. Philip Palaveev, who coined 

the term “ensemble practice,” advocates a team-based firm in which the interests of the business sit 

ahead of any single advisor. In practice, the transfer happens as colleagues run client meetings, as 

decision-making gets written down, and as the founder steps out of the room. 

 

Q: When Should I Start Building Systems in a Growing Professional Services 
Firm? 

After the model works, not before. Startup Genome’s technology-startup research found that 74 percent 

of high-growth internet startups in its sample failed from premature scaling. Professional services firms 

are not tech startups, and the data is dated, but the underlying observation transfers. Systems built 

around an unproven business model lock the firm into the wrong process for years. The right sequence is 

to validate what works, then codify what works, then delegate the codified work. 

 



 Scaling a Boutique Professional Services Firm: The Player-Coach Years 

Page 6 of 8 

Q: How Does a Founder Stop Being the Bottleneck in a Professional Services 
Firm? 

By delegating authority, not just tasks. Greg Alexander’s 2023 Harvard Business Review article on 

“bottleneck bosses” identifies the pattern: founders in growing firms hire capable people and then quietly 

block their decisions. The remedy that both McKinsey’s scaling research and Larry Greiner’s growth-crisis 

model converge on is organizational design. Decision rights must be explicit. Roles must be clear. The 

founder must accept that a decision made differently by someone else is not, for that reason, a mistake. 

 

Q: Should I Keep My Professional Services Firm Small or Scale It? 

Either can be right; both require intention. SEI’s research on the purposeful advisory firm, led by John 

Anderson, found that many advisors default toward enterprise scale when a well-run lifestyle practice 

would serve them better. Seventy-four percent of lifestyle firms in that research expected to outlast the 

founder’s career. Bo Burlingham’s Small Giants documents companies that deliberately chose greatness 

over size. The wrong choice is drift; either affirmative direction outperforms the default of doing neither. 

 

Continue the Conversation 

If you are a founder in the player-coach years thinking through the next chapter of the firm, a 

conversation is often the least expensive way to test your thinking. No cost, no obligation. 

 

This article is part of Luke Palmer’s Leadership Perspectives series at palmerwealthgroup.com/insights. 

 

About the Author 

Luke A. Palmer, CFP®, AAMS®, CRPS®, AWMA®, founded Palmer Wealth Group™ around a single 

conviction: what a family has built should serve every generation that follows. He is Owner and Chief 

Executive Officer of the Fort Worth, Texas boutique practice, which serves business owners, corporate 

executives, professional practice owners, and multi-generational families. He also serves as the practice’s 

Chief Investment Officer, having designed its five proprietary portfolio allocation strategies and the 

robust methodology on which they are built. Learn more at palmerwealthgroup.com. 

 

Important Disclosures 
Not Legal, Tax, or Investment Advice. This article is provided for informational and educational purposes only and does not constitute 

legal, tax, accounting, or personalized investment advice. Readers should consult qualified professionals regarding their specific 

circumstances before acting on any information presented. 

 

Author Perspective. This article reflects the author’s first-person observations and views drawn from building and operating Palmer 

Wealth Group™ as a professional services practice. Statements presented as observations of practice patterns are perspectives, not 

empirical claims about any particular reader’s firm. 

 

Third-Party Sources. Data, frameworks, and interpretations attributed to third parties, including Cerulli Associates, Charles Schwab, 

DeVoe & Company, The Ensemble Practice, Investment Adviser Association, McKinsey & Company, SEI, Startup Genome, and named 

authors and publications, are drawn from the sources listed in the References section. Palmer Wealth Group™ is not affiliated with these 

sources and has not independently verified all underlying data. 

https://palmerwealthgroup.com/insights
https://palmerwealthgroup.com/
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Industry Data and Benchmarks. Industry averages, ratios, and benchmarks referenced in this article, including revenue-per-employee 

ratios, valuation correlations, and organic growth rates, are drawn from industry studies. They describe aggregate patterns and are not 

representative of, or targets for, any specific firm. Past performance and past industry conditions do not guarantee future results. 

 

Forward-Looking Statements. Bureau of Labor Statistics employment projections and other forward-looking statements referenced in this 

article are estimates based on historical data and defined assumptions. Actual outcomes may differ materially. No forward-looking 

statement should be construed as a prediction or guarantee. 

 

Regulatory References. Regulatory thresholds referenced in this article, including SEC Rule 206(4)-7, COBRA, FMLA, and the Affordable 

Care Act employer mandate, are stated as general federal information. State laws may impose additional or different requirements, and 

specific applicability turns on facts including full-time-equivalent counts, controlled-group aggregation rules, and state law. Readers should 

consult a qualified employment attorney regarding their specific circumstances. 

 

Not Personalized Guidance. Nothing in this article constitutes a recommendation to hire, restructure, sell, or scale any specific firm. Any 

strategic decisions regarding a professional services firm should be made in consultation with qualified legal, tax, financial, and 

management advisors familiar with the reader’s specific circumstances. 

 

Securities Disclosure. Securities and advisory services offered through Commonwealth Financial Network®, Member FINRA/SIPC, a 

Registered Investment Adviser. Fixed insurance products and services are separate from and not offered through Commonwealth Financial 

Network. Commonwealth Financial Network® and Palmer Wealth Group™ do not provide legal or tax advice. 
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