
Multidisciplinary Practices: Emerging Slowly.. .Very Slowly 
by Jim Grote 

The multidisciplinary practice (MDP), a firm with several types of professionals working in- 
house (CFP, CPA, CLU, CFA, J.D. and so on), is a slowly emerging trend in the financial 
advisory business. The Journal of Financial Planning interviewed several of these firms and 
discovered a developmental process still in its early stages. Prophesied as the wave of the 
future in innumerable studies, ranging from Mark Hurley's seminal The Future of the 
Financial Advisory Business (1999) to Schwa b's recent Strategies for Building a Successful 
Wealth Management Firm (2001), we found expectations to be several steps ahead of 
implementation. According to John L. Grace, co-founder of Integrated Wealth in Westlake 
Village, California, "A lot of financial professionals agree that this idea makes sense, but they 
can't get by their own inertia or ego to move in this direction. Many of us give it lip-service, 
but we're really dancing in a gray area." 

Gray is the color du jour when it comes to sketching the parameters of the MDP. Black-and- 
white distinctions are scarce. How does an MDP differ from a money management firm? A 
financial advisory firm? A family office? A multi-family office? We narrowed the field by 
applying a few simple criteria-that is, firms ... 

1. ... with distinct professionals in-house (as opposed to general practitioners referring 
clients to outside specialists) 

2. ... that were not a branch of a gigantic institution (such as insurance companies and 
wirehouses) 

3. ... that were willing to serve a wide range of clients (middle-class and semi-affluent as 
well as affluent) 

We looked for firms with multiple experts, not just multiple services. As Charlie Haines, CFP, 
president of Charles D. Haines LLC (www.charlesdhaines.com) in Birmingham, Alabama, 
states, "I'd say you need at least three separate professions in-house to call yourself a 
multidisciplinary firm." For example, Haines' firm includes specialists in philanthropy, 
financial planning, investment management, family dynamics and family business consulting 
all under one roof. 

Philip Palaveev, who works with the Financial Advisory Consultant Practice at Moss Adams in 
Seattle, Washington, describes an MDP as one housing multiple specialists who work with the 
same clients. The issue for Palaveev is client sharing. How much are specialists in the firm 
talking to each other about common clients? 

The Academy of Multidisciplinary Practice Inc., less than a year old, is the world's first estate 
and wealth strategies multidisciplinary enterprise created by a collaboration of disciplines 
that include financial planning, business, academia and philanthropy. The Academy 
( . ~ ~ ~ . m ~ d p a c a d e m ~ _ . ~ ~ . . o . m )  uses the broadest definition for the MDP, which involves "two or 
more independent professionals who coordinate their efforts to create effective estate and 
wealth planning for clients." According to Tom Wilson, chief operating officer for the 
Academy, the MDP has been popular in parts of Europe for many years and is in its early 
stages of development in the United States. Says Wilson: "Since information changes so fast 
today, it is becoming virtually impossible for any one financial professional to stay up-to-date 
on current best practices. One solution to this dilemma is the multidisciplinary practice." 

Clients as  Catalysts 



The Journal asked a number of planners what drew them to the MDP as a business model. 
While the structure of each firm varied, the prime motivating factor for each was the same: 
client demand. Clients are providing the proactive element in this new financial equation. The 
planners we interviewed were more than willing to admit that they were reacting to client 
initiative. With clients acting as catalysts, financial specialists and their respective firms of 
CLUs, CPAs, CFAs and CFP certificants are being nudged out of their isolated niches. Toss 
client demand for comprehensive services into this alphabet soup of professionals, and you 
have specialists reacting to each other and to their clients in new ways. The result, according 
to these planners, is a whole that's greater than the sum of its parts. 

All our planners had a similar story to tell. I n  2000, John Grace, David Cheresh and Robert 
Fenton founded Integrated Wealth Resources (www.IWResources.com). Grace has been in 
the investment business since 1979. Over the years, his clients started asking him for help 
with their tax returns and their estate plans. They came to him with the same question: "Can 
you help simplify all the pieces of my financial puzzle so that I can focus on my life (my 
work, my family, my hobbies, my philanthropic interests)?" He was frustrated that he could 
not provide these services in-house. He firmly believes that, while clients push for 
multidisciplinary firms, financial professionals hold back. 

Mike Busch, CFP, CPA, CEBS, president of Vogel Financial Advisors in Dallas, Texas 
(www.vfaonline.com), started working with the public accounting firm of Philip Vogel and 
Company in 1988. "Our clients kept asking us to do a lot of financial services work that we 
could not do because we were not a registered investment advisery firm at the time. They 
wanted a one-stop shop. Naturally, they approached us because, as their CPAs, we knew 
their financial situation better than anyone else." Vogel Financial Services was created in 
2000 to provide comprehensive financial services under the same roof with Philip Vogel and 
Company. 

President of the Financial Planning Association's Kentuckiana chapter, Lew Newton is a 
registered investment adviser and one of the founders and principals of the Highland 
Professional Group (wyw.. . hpqonline,com) in Louisville, Kentucky. He and an insurance 
colleague, Jerry Kays, began discussing the idea of a one-stop shop back in the mid-'80s. 
They were both insurance agents a t  the time and saw too many accountants shooting down 
their plans while their clients stood by wondering, "Why can't you guys work this out 
together?" Newton's dreams grew wings when he started dating his wife, Charlotte, who 
owned a successful accounting and tax office. As he admits, collaboration was slow at first. 
"We were dating but she wouldn't refer any clients to me for quite a while!" They officially 
combined their operations in 1992 and Kays joined them in 1994. 

Charlie Haines is pushing the cutting edge of client-driven financial planning. To describe his 
MDP as client driven may be something of an understatement. Not only does Haines' firm 
bring different professionals and disciplines into the mix (a collaboration he describes as 
"exhilarating"), it also includes clients in the strategic process. "Our clients help us develop 
our services. Some clients agree to be guinea pigs for new services we're introducing. Others 
help create those new services. One of our clients even wrote the letter that we sent 
explaining why we were raising client fees." Now, there's a client catalyst! 

Diverse Structures 

What does a typical multidisciplinary practice look like? Other than being under one roof, 
each has a different look according to its various origins, legal entities, billing practices, and 
number of specialties. Perhaps closest to the structure of many traditional financial planning 
practices is that of Haines' firm, which serves over 150 families including a few Forbes 400 
families. Their structure includes a number of disciplines unique to the firms we interviewed. 
Twenty-one employees provide services in the following areas: 
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Financial planning (including four CFP certificants, one of whom is a CPA) 
Traditional investments (including two chartered financial analysts, one of whom is a 
CPA) 
Alternative investments 
Family business succession planning 
Family philanthropy services (headed by a CFA) 
Family dynamics (headed by a licensed clinical social worker, or LCSW) 
Concierge services 

The Haines practice is the first financial planning firm in the country (as far as we know) to 
employ a licensed clinical social worker on staff. Marty Carter, LCSW, and a Fellow of the 
Family Firm Institute in Boston, Massachusetts, brings a psychological perspective to family 
financial planning that includes running retreats for extended families to help them manage 
conflict and to help their children deal with affluence. A typical question Carter encounters: 
"How do I keep our family wealth from killing the ambition of our children?" Her chief 
challenge is helping families recognize that feuds over money are usually not about money. 

Haines emphasizes this meta-financial point of view: "Our clients are not balance sheets 
walking in the door. They possess human capital, social capital and psychological capital as 
well as financial capital. We like to address all forms of their capital." This attitude carries 
over into all of the firm's disciplines. The firm's philanthropy center goes well beyond 
portfolio management to include taking clients on site visits to the nonprofit organizations 
they support. Similarly, the business succession-planning unit does not stop with buy-sell 
agreements and the funding of insurance policies. "In our opinion, the buy-sell and funding 
aspects account for about three percent of succession planning," says Haines. "We focus on 
assessment of family talent, governance, board development, communications systems and 
other strategic issues." 

A different structure is used by Tanager Financial Services Inc. (www.tanagerfinancial.com) 
in Boston, which serves 148 family clients with 30 professionals and 10 support staff. Their 
rapidly expanding staff in the last couple of years has been due in no small part to  an 
increased multidisciplinary approach. Richard Dinsmore, manager of the firm's Specialist 
Team, describes their approach: "A couple of years ago, each of our professionals provided 
everything for our client families. They had to know everything. Now we have broken up into 
a structure with more specialists." 

The firm's structure divides along two main lines: a Client Service Team and a Specialist 
Team. The Client Services Team is composed of 14 "hands on" relationship managers. These 
are not marketing professionals, but investment advisors (CPAs, CFP professionals and 
J.D.'s) who provide comprehensive financial planning to their clients. These client service 
professionals are supported by the Specialist Team, composed of several smaller teams: 

Concierge Team 
Investment Team (headed by a CFA, who acts as a compliance specialist) 
Tax Specialty Team (composed of two CPAs) 
An attorney (who reviews legal documents) 

These teams may be invisible to the clients, but provide crucial support to  the relationship 
managers. The Concierge Team handles bill paying and cash management for the families. 
The Investment Team develops asset allocation models, monitors money managers and 
handles alternative investments. The Tax Specialty Team answers tax questions and provides 
tax preparation for some families (some of the tax work is outsourced). Tanager Financial 
Services is moving toward a separate philanthropic specialty. 

According to Dinsmore, the new structure will permit the firm to service a broader range of 



clients in the future. While current clients are high net worth, "the new model allows us to 
consider moving toward a lower minimum asset client." The flexibility of the structure is a 
benefit to the clients and the professionals. The Client Service Team provides consistency 
and a seamless look to clients. The Specialist Team provides crucial backup and helps 
relationship managers feel that they are not working in a vacuum. Says Dinsmore, "We avoid 
an assembly-line approach because our front line guarantees customized client service. And 
our specialty teams guarantee high quality service. I n  effect, the specialty teams have the 
client service professionals as their clients." 

Coming out of a public accounting firm, Mike Busch's Texas firm didn't have the financial 
struggle that smaller MDPs face in their early years. With almost 40 employees, 1,200 clients 
and a history going back to 1951, "we developed our different financial disciplines over a 
long period of time. When we add a new service, we have a base and an overhead that's 
already covered. Our infrastructure is already in place." Several CPAs offer typical accounting 
services. A certified valuation analyst does business valuations in-house. Another 
professional focuses on employee benefits and retirement plans. Another is a consultant for 
information technology services. And an attorney does estate planning, but does not practice 
as an attorney. Like many states, Texas law restricts attorneys from practicing within other 
professional firms. Vogel Financial Advisors outsources the preparation of legal documents 
(as did almost all the firms we interviewed). Busch handles insurance, financial planning and 
investment management for the firm. 

The next two firms take more of a division approach. Steven Kaye, president and founder of 
the American Economic Planning Group Inc. (wwww,a.epgwcom) in Watchung, New Jersey, 
juggles a slew of personal designations (CFP, CLU, ChFC, RHU, CEBS, AAMS) as well as a 
number of specialized disciplines. He started selling life insurance 20 years ago out of a one- 
bedroom apartment and now manages 30 employees in five different divisions. 

Investment Management Division (includes two CFAs) 
Financial and Estate Planning Division (includes three CPAs, two of whom are also CFP 
certificants) 
Group Benefits Division (includes three CLUs) 
Pension Administration Division (headed by an enrolled actuary) 
Individual Life and Health Insurance Division (headed by an attorney who is also a 
CLU) 

His firm manages a couple hundred pension plans and a similar number of group benefit 
plans as well as investments for over 350 family groups (some of these groups overlap). 

The biggest challenge, according to Kaye, is delegation. "It's like running five different 
businesses. Sometimes I feel like I'm keeping five different plates spinning in the air and 
there's always one plate that's a little wobbly." With each division so specialized, employee 
turnover can present a problem because there are such a limited number of employees in 
each department. Kaye is very humble about his learning curve. "I've finally gotten over the 
delegation hump. I find that my staff in each division is much better at hiring people than I 
am." His second biggest challenge is growing the company financially. " I t  requires so much 
capital to grow your business today. You need to budget for reinvestment in the company. 
Part of my success is due to reinvesting heavily into the business." 

Lew Newton describes the Highland Professional Group as "the food court in the Mall of 
Financial Services." This group contains five separate businesses: 

Highland Financial Management (with two registered investment advisers) 
AAA Highland Mortgage Company (headed by a mortgage broker) 
Highland Law Office (with one attorney) 
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Highland Tax Office (headed by a tax accountant) 
Jerry Kays Insurance (headed by a licensed property and casualty agent) 

While their structure makes it difficult to count total clients, the tax office alone services over 
2,500 families. Their professional group includes 15 employees and each business bills its 
clients individually for its services. However, there is a great deal of teamwork among these 
businesses. "We don't have any turf to defend because we're not in competition with each 
other. I don't do mortgages, while Reggie [AAA Highland Mortgage Company] breathes 
mortgages. He loves them and I hate them. We're secure that no one is going to steal each 
other's clients. Any one of us without the others would be less successful." One unique 
quality of Highland Professional Group is the absence of any asset minimum for investors. 

Secrets to Success and Limits to Growth 

What causes multidisciplinary firms to succeed and what retards their growth? One limit to 
growth is the legal profession. I n  1999, the American Bar Association's house of delegates 
turned down a recommendation to allow multidisciplinary practices, due to concern over the 
potential loss of attorney-client privileges like confidentiality and conflict-free representation. 
The decision to allow practicing attorneys to join MDPs fell to each state. An analysis of this 
issue and a tabulation of state-by-state decisions can be found in Allen Plummer's cover 
story for the February 2002 issue of Bloomberg Wealth Manager. 

Other answers to the success question we asked ranged from the macro-economic to the 
psychological to the technological. Charlie Haines was interviewed for Mark Hurley's original 
report, The Future of the Financial Advisory Business. I n  that report, Hurley argues that 
financial advisory firms will only survive the future by succumbing to a massive consolidation 
process or by finding a specialized niche market. When asked why more firms have not 
become multidisciplinary (as predicted), Haines points to the recession. The economic 
slowdown has left too many firms struggling to maintain the status quo and therefore 
retarded strategic thinking. Furthermore, the rising tide of the '90s market boom has still not 
receded enough to expose who (in Warren Buffett's terms) is "swimming naked." 

Mike Busch thinks Hurley's conclusions are overstated. Giant conglomerates and niche firms 
are not the only alternatives. "Not all consumers are drawn to these polarities. Many people 
are drawn to the one-stop-shop concept but like the feel of a firm that's not too big and not 
too specialized. Consumers don't want to deal with five or six niche firms to meet their 
needs. There's a sweet spot in the middle for good-sized, local firms." 

Steven Kaye, on the other hand, agrees with Hurley's predictions about consolidation in the 
industry. Pressure on commissions and fees has continued to accelerate in recent years and 
more and more people are getting into the business. According to Kaye, economics is 
pushing planners in the multidisciplinary direction. The resistance to the multidisciplinary 
practice is not financial, but psychological. "The psychological profile of most planners and 
small shops is somewhat of a limiting factor. The type of personality that typically becomes a 
CFP professional is a controlling type. Most CFP certificants are in smaller shops and find 
excuses for not growing and delegating-it's too difficult to find people, it's too hard to train 
people, you can't find enough good people. It's very hard to give up the reins, but through 
everything we do, we're going to find that our staff is our most important asset." 

John Grace sees similar obstacles to the growth of the multidisciplinary firm. "Most financial 
professionals, in my opinion, have huge egos and don't want to share their clients. We want 
to be perceived as all things to all people. Or we're afraid that an in-house colleague is going 
to make the big mistake or that we're going to make a mistake and be embarrassed in some 
way. There's also the concern that if we form a multidisciplinary office, we'll aggravate the 
CPA down the street who sees his or her steady referral source drying up. Why risk creating 
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that kind of adversity?" 

However, the advantages of the team approach far outweigh any disadvantages, says Lew 
Newton. He sees the MDP as the ultimate referral mechanism. "Most of our business is 
internal personal referral. We'll walk our clients over to someone else's office, introduce them 
and say they need help with such and such." For Newton, the benefits of this warm- 
introduction approach are incalculable. According to Philip Palaveev, the multidisciplinary 
approach is most beneficial because i t  lowers the cost of business development by leveraging 
existing client relationships. 

Grace echoes the advantages of this internal referral process, what might be termed the 
"step into my office" collaborative approach. Kaye agrees that having several disciplines in- 
house is advantageous for the professional as well as the client. "When I'm having a 2-hour 
meeting with a client, it's nice to have one of our other professionals stop in for 15 or 30 
minutes." Charlie Haines agrees but warns that a truly collaborative business model cannot 
be a modular approach where the client stops in each room down the hall and comes out 
with an integrated package. The right hand must always know what the left hand is doing. 

Grace agrees about the importance of a coordinated effort. Planners may be nervous about a 
peer looking smarter, but clients want to see a harmony among their experts. Grace 
describes client demand from a client's perspective. "'When you [professionals] come 
together before me, I want to  hear a chorus. Show me the pros and cons and give me a 
unified recommendation. "' 

Another limit to  growth that Richard Dinsmore emphasizes is the technological challenges of 
the MDP. For example, Tanager Financial Services downloads all the financial information i t  
can, using packaged account aggregation software, but there's still that ten percent of the 
information that cannot be easily downloaded. This means lots of work involved to generate 
monthly and quarterly aggregate reports for clients. The right software is still to be 
developed. 

Conclusion 

Creating a harmony of specialties (both human and technical) is challenging. According to 
Kaye, past studies have shown that financial professionals should not try to be all things to 
all people (find a niche and stick with it). I t  could be argued that the MDP runs the risk of 
falling into one of Aesop's famous moral traps: "Please all and you please none." On the 
other hand, planners need to provide a greater stable of resources to clients in order to 
remain competitive, argue many in the profession. Even if viewed as a necessary evil, 
merging with other resources is essential to  the future of financial advisory firms. 

Two of our planners summarized the successes and challenges of the multidisciplinary 
practice in bullet brevity. When asked about the three major challenges facing the MDP, Mike 
Busch responded: 

1. Be careful that your people don't get so buried and busy in their specialty that they 
miss the clients' needs in other areas. Don't run a practice like a group of solo 
specialties. 

2. Never assume that a client's expressed needs represent their financial picture. Probe 
for the needs that they don't realize yet. 

3. Make sure that each professional in the firm avoids the "my client" mentality at all 
costs. 

On a positive note, Lew Newton responded to an inquiry about the three secrets of his 
success : 
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1 Customer satisfaction with the one-stop shop ultimately creates employee satisfaction 
with the process. We love coming to work and have virtually no staff turnover. 

2. The multidisciplinary approach lessens the pressure of acquiring new clients. We're 
constantly sending clients to each other. 

3. The multidisciplinary shop functions like a diversified portfolio. For example, when our 
investment business is down due to low stock prices, the mortgage business may be 
booming due to low interest rates. 

The bottom line among our planners seems to be that the financial services industry has 
done a disservice to its clients. Clients don't want to be the general contractor for their 
financial services; they want someone else to fill those shoes. Clients want life planners, not 
segmented planners (in areas such as tax, insurance and investments). As John Grace, the 
master of the financial metaphor, says: "They want a customized solution. They want us to 
be their human browser." 

Jim Grote, CFP, is a financial writer based in Louisville, Kentucky. He can be reached a t  
nvrnqrnt@aol. corn. 


