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HOW STEVEN GERARD PUT CBIZ BACK ON TRACK
WITH A CONSERVATIVE GROWTH STRATEGY

BY TODD SHRYOCK

hen Steven Gerard took over the helm of CBIZ in
October 2000, the company was a mess.

The previous management team had gone on an acqui-
sition spree that brought 142 companies into the CBIZ
family from late 1996 to the end of 1999. The idea was to
combine the accounting and other business services of
many small providers into one larger organization that
could provide the smaller entities with the resources
they needed to compete, while eliminating redundan-
cies and increasing cross-selling opportunities.

In the beginning, everything went well. The company
posted net income from continuing operations of $11
million in 1999, but by the end of 2000, it posted an annu-
al net loss from continuing operations of $107 million.
The stock price steadily dropped, from a high of $16.13
in 1999 to less than $1 in late 2000.
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Many of the acquisitions were paid for, at
least in part, with CBIZ stock to the previ-
ous owners who were still on board with
CBIZ. The rapidly falling stock price led to
bad feelings from the entrepreneurs who
felt cheated out of the fair value of their
business, and morale dropped. And share-
holders were angry, as evidenced by the
seven class action suits they filed against
the company starting in late 1999.

CBIZ, a $500 million company then
known as Century Business Services,
needed a new direction, and Gerard
brought it to the company by starting with
realistic expectations and a carefully craft-
ed growth plan.

“The history of this company before the
current team got here was they had more
aggressive growth targets, and hindsight
will tell you that they probably were not
particularly realistic,” says Gerard, chair-
man and CEO. “It was important that we
set the right tone for the company and set
achievable goals.

“It's important when you have a company
that you are realistic about the markets
you are in. You can try and take share from
competitors, but I think it's a terrible mis-
take to think that over a long period of
time, you are going to double or triple the
markets you are in. That typically isn’t real-
istic except for maybe a technology com-
pany.”

Gerard stabilized CBIZ by focusing on
integrating the various business units into
a more cohesive team and dramatically
reduced the number of acquisitions being
made. He divested 20 companies that did-
n't fit the business model and worked on
building a common company culture that
took advantage of the synergies created by
combining the resources and services of
the acquired businesses.

Once the business was stabilized, he
started looking at how to achieve revenue
growth of about 10 percent per year. What
he came up with was a three-pronged
approach that focused more on maximiz-
ing what was already in hand rather than
on buying more companies.

The balanced plan would focus on organ-
ic growth from existing offices, cross-sell-
ing clients [internally referred to as cross
serving] by referring them from one type of
service provider to another within CBIZ
and through a more conservative acquisi-
tion program.

“Three years ago, we said that we are tar-
geting growth at somewhere between 3
[percent] to 5 [percent] or 3 [percent] to 6
percent for each of those groups per year,”

says Gerard. “What that was designed to
do is signal that we were not going to grow
primarily by acquisitions. With the three
drivers, we said that over time, they would
contribute about the same to give us at
least a 10 percent top-line revenue growth.
From our view, it was important to signal
that no one of the three was going to be
dominant.”

Acquiring minds

CBIZ had gotten into trouble by acquiring
too many companies too fast in cities or
regions that, in some cases, were isolated
from other CBIZ companies. There were
too many cities that had, say, an account-
ing practice, but nothing else. Because of
the local nature of the businesses CBIZ is
in, the isolated accounting firm had no one
to refer business to, eliminating one of the
drivers of CBIZ’s growth.

“One of the other mistakes made by this
company, and a lot of companies, I think,
was not ensuring you acquire a number of
businesses in the same location,” says
Gerard. “People were alone, in a sense.”

It was also important to consider how
well the products and services of an acqui-
sition complemented each other.

“If the business is in a location that only
does business with Fortune 200 clients but
the other business is doing business with
Fortune 1,500 to 2,000, then that doesn’t
make any sense, because then you essen-
tially have two separate businesses with no
ability to bring each other products and
services.”

Gerard changed the way the company
looks at acquisitions.

“We have a very focused acquisition strat-
egy,” says Gerard. “Acquisitions will be in
products and services we are already in
and in locations where we already have a
presence or base. The reason for that is we
want to get the incremental revenue we get
from cross serving.”

Gerard also won't consider acquisition
targets at which the leadership simply
wants to take the money and run.

“Our acquisition strategy is not a cash-out
for the seller,” says Gerard. “If we have
someone who wants to turn over the busi-
ness and cash out, that’s not the type of
company we acquire. We acquire, for the
most part, companies where the current
management team wants to grow their
business faster than they are able to do
with their existing resources or have
reached a point where, in order to get to
the next level in their locale, they need to
make a significant investment.




“We have a tight focus on the type of com-
pany we want, the location and kind of
management team we want — someone
who wants to be part of the CBIZ business
model and be part of a bigger, growing
company and wants to provide more prod-
ucts and services to their existing clients.
The service businesses we are in, if you
don’t keep providing more to your clients,
then you are going to let someone else in.”

The sellers get the resources they need to
take their business to the next level, and
CBIZ gets a strong manager to continue
running the practice.

Another challenge any acquisition creates
is the integration of the management and
staff into the acquiring company. CBIZ had
made so many acquisitions in such a short
time that there was a struggle for a corpo-
rate identity. Gerard has put into place an
integration plan that brings each new
acquisition into the fold as quickly as pos-
sible.

“When we acquire a company, you
become part of CBIZ on the first day,” he
says. “You are in the company, in our bene-
fits, in our computer system, our master
reporting system. You utilize immediately
all of our marketing and sales tools, and
you are bound by all the operating proce-
dures and ethics guidelines and everything
else we have so that you become part of us
in every possible way as soon as possible.”

Part of the integration is also the wel-
coming of the new office. Gerard or anoth-
er senior officer will go out to the new
office and explain what CBIZ is, what the
company’s goals are and how the new
office fits into the organization.

“We have an introductory letter that wel-
comes them to CBIZ. We give them a small
gift and make a big deal about the acquisi-
tion centrally,” says Gerard. “We post it on
the intranet site, then encourage all the
other businesses who are likely to interface
with that unit to contact them as quickly as
they can. The integration is not just into
CBIZ but also with our products and serv-
ices.”

Cross-selling trust

To unite what used to be independent
businesses into a coherent team that is
comfortable referring important clients to
each other, Gerard had to create an atmos-
phere of trust. Without it, one of the key
growth drivers — cross-selling — won'’t
happen.

“The other thing we do in every place that
we can is co-locate [the acquired company
with an existing CBIZ unit] as soon as we

can so that they are immediately in the
CBIZ environment,” says Gerard. “It's not
as critical for the integration of the busi-
ness unit as it is for the creation of an envi-
ronment where cross-serving can happen.
Cross-serving has nothing to do with the
way you deliver products or services.
Cross-serving is a matter of trust. Do you
trust your long-term, existing client rela-
tionships with somebody else who now
will have primary responsibility with that
client?

“One way you build that trust is we put
them together. Every day, they are talking
about their kids’ soccer games and they are
physically next to each other. That breeds
the beginning of a relationship, and trust
takes a long time to build, but they are far
more comfortable if they are not in a dif-
ferent office. You have to quickly build an
environment where they can talk to one
another so when the client comes to visit
and complains about eight different things,
you can say, ‘Well, my partner next door
can help. Let’s go talk to him.”

Cross-serving is vital to CBIZ's overall
success. Without it, there’s less to be gained
in assembling complementary businesses
in the same market, and acquisitions never
realize their full potential return. While
CBIZ does have some national practices
where having a local presence isn't impor-
tant to the customer, the bulk of its servic-
es are provided on the local level.

It's only when all the units in the same
market begin referring business back and
forth to each other that each unit, and thus
CBIZ as a whole, will reach its growth
goals.

“There are a lot of ways to get people
focused on cross-serving, both where there
is local capability and nonlocal,” says
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Gerard. “We have economic incentives for
business units that do that. There are indi-
vidual goals at the transaction level and
economic consequences to those goals.

“We have a tracking system where every
cross-serve is entered into it, tracked and
tabulated when closing. I get an e-mail on
every cross-serve that closes in this com-
pany. On the intranet site, there’s a chart
that goes up each day by dollar amount.
We make the dollar goal public. We make
cross-serving part of the company rhetoric.
It is very important.

“I don’t give any speech that doesn’t men-
tion cross-serving. The same goes for the
president and the group heads.”

Gerard also created the Model City pro-
gram. Four senior officers adopted four
cities where CBIZ had a concentration of
products and services that had a high like-
lihood of benefiting from increased cross-
serving.

Every four to six weeks, the people in
those cities got together and talked to cor-
porate about what their products and serv-
ices were and who their clients were, and
developed specific action plans to improve
cross-serving.

“I will tell you that the four largest cross-
serving cities were, in fact, the four adopt-
ed cities,” says Gerard of the program’s
effect.

The program added another four cities
with similar success. Gerard’s goal is to
ingrain the idea of cross-serving into the
hearts and minds of all his employees
because of its importance to the compa-
ny’s growth goals.

“Cross-serving is not natural behavior,”
says Gerard. “The good news is as those

relationships develop based on client suc-
cess, it gets its own traction.”

Sales generated by cross-serving have
increased five years in a row. In 2002, it
was $6.5 million. By 2004, it was up to $10.4
million.

“When we see the aggregate dollar
amounts going up every year and the per-
centage of revenue going up every year
and, most important to me, the number of
closed transactions going up every year,
then we are beginning to generate some
successes,” says Gerard. “No company has
ever made cross-selling purely successful.
Look at the model of banks and financial
services.”

Many banks added insurance and bro-
kerage services to their standard offering
in the hopes of becoming a one-stop shop
for everyone'’s financial needs, but for
most, the results have been disappointing.

“Our definition of success isn’t 15 percent
incremental revenue,” says Gerard, once
again making sure the company has realis-
tic goals. “Our definition is a much smaller
percentage because we are going to run
out of client opportunities with the client
base that we have at some point. I think
that we are very self-critical in this compa-
ny. I think 3 percent of our revenue is still
too small, and I think we can get above
that.”

Organic growth

Acquisitions will add complementary
services for CBIZ employees to cross-sell
into, but those acquisitions also have to
continue to grow the business that they
have for the company to meet its growth
goals. The company also has to build on

the services that it has by adding products
to existing units to maximize revenue in
any particular field.

“We continue to expand the product
offerings within our product groups,” says
Gerard. “We're continuing to do that in
accounting. We are building our audit busi-
ness and tax business, as well. In insur-
ance, we are very strong in our health and
benefits, but not as strong in property and
casualty as we would like. We have rolled
out our human capital, which is our HR
consulting business. It's a clear segment of
the service economy that is growing.”

But most of the organic growth is just a
matter of the employees asking the right
questions.

“When you take your client to lunch or
dinner, you have to ask them, ‘What are the
three things that keep you up at night?”
says Gerard. “Inevitably, one of those three
things is a product or service you are not
involved in. It could be their health care
plan or their benefits plan or them saying
their computer doesn’t work. That's where
the opportunities come.

“What you have to do to grow more busi-
ness with the client is to question and col-
lect that information. Most of our folks are
very good at that — of getting all the busi-
ness they can in their limited specialty —
and most of our clients are good at coming
to us in a limited sense. But the effort to get
more business has to be to expand those
comfort levels. It doesn’t even have to be
out of their product area.

“If you are providing services, say
accounting of some kind, and they say they
are opening up a warehouse, all of a sud-
den there is a tax issue, a financing issue




and all sorts of things that you are not
specifically involved in. You have to be pre-
pared to question within your practice.”

Gerard says the successful people run-
ning each of the company’s units are
already masters of getting business from
their particular specialty because most
built their business on their own before
being acquired. They just need to make
sure they are thinking about all the poten-
tial business others within the company
might be able to help them with. By pro-
viding continuing education and reinforce-
ment about all of the company’s services,
managers are given the tools they need to
SrOwW.

“If you are not talking about the things
that keep the client up at night, someone
else will,” says Gerard. “It doesn’t matter
what the culture requires you to do. The
business leaders want to morph from a sin-
gle problem solver to a multi-problem
solver or a solutions provider or a consult-
ant. Our best people want to get calls from
clients on different topics, and that’s not
going to happen overnight.”

Employees aren’t the only ones getting
an education on CBIZ. To make sure cus-
tomers in all its markets understand what

CBIZ is and what it can do for them, the
company has committed to a well-funded,
long-term branding plan.

“In most cities where we have made an
acquisition, the equity value of the old firm
is greater than the name CBIZ” says
Gerard. “Nobody knows who CBIZ is. We
are a major factor in most of the industries
we are in, but nobody knows who we are.”

The company wants to self-generate
more business to help with its organic
growth. The branding program, which uses
a campaign in print media, public radio
and national conventions to reinforce the
CBIZ name, is one way of doing that.

“I expect, as a company, we need that to
get the larger clients,” says Gerard. “Our
branding also helps define our corporate
culture. Every time you touch the compa-
ny, you are going to hear something about
us.”

Part of the original challenge Gerard
faced was uniting more than a hundred
businesses, getting them to work together
in a common culture within the growth
strategy.

“You gotta have a world-class team,” he
says. “No one person can do it alone. You
have to empower the team. And the other

thing is, you can’t run a business sitting
behind a desk. The information you get is
filtered and it takes time to get there. You
gotta be out talking to employees and visit-
ing the offices. You have to be working as
far down as you can to get a sense of their
satisfaction, frustrations or involvement of
the staff, and they have to be comfortable
communicating with you.

“One of the things I said when the team
took over was that open communication is
paramount. I get 20 e-mails a day from low-
level people about things I'm doing wrong
or someone else is doing wrong.”

The culture, combined with the growth
strategy, has produced results. In 2002, the
company posted net earnings from contin-
uing operations of $7.8 million. By 2004,
that number climbed to $16.9 million.
Same unit revenue increased from $467.6
million in 2001 to $495.2 million in 2004.
The stock price had increased to around $6
by late last year. People were working
together toward common goals and the
company rebounded as a result.

“If T would offer advice to anyone, it
would be to put a team in place, empower
them then get out and spend time where
the money is made,” says Gerard.
“Corporate functions are overhead. They
don’t generate revenues. Once you realize
revenue is generated by the people in the
field, you better be out there making sure
they are getting the support and making
sure you know what their issues are. You
are not going to satisfy them all, but they’ll
respond better.

“There’s a difference between running a
long-standing culture and one that has
been amassed or one where there is no
corporate culture to come into. The day
will come when we have a more estab-
lished culture and perhaps do not have to
do some of the things we do now, but while
you are building that culture, you have got
to get out there.”

HOW TO REACH: CBIZ, (216) 447-9000 or www.cbiz.com

®

© January 2006

SmartBusiness Cleveland

CBIz-127




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /RelativeColorimetric
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings true
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e5c4f5e55663e793a3001901a8fc775355b5090ae4ef653d190014ee553ca901a8fc756e072797f5153d15e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020d654ba740020d45cc2dc002c0020c804c7900020ba54c77c002c0020c778d130b137c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor weergave op een beeldscherm, e-mail en internet. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


