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Introduction

Over	
  the	
  past	
  few	
  years,	
  there	
  have	
  been	
  some	
  excellent	
  articles	
  on	
  the	
  genesis	
  and	
  structure	
  of	
  portfolio	
  
operations	
  groups	
  housed	
  within	
  private	
  equity	
  funds.	
  As	
  an	
  executive	
  search	
  firm,	
  we	
  have	
  set	
  out	
  to	
  study	
  and	
  
document	
  the	
  realities	
  of	
  building	
  and	
  retaining	
  an	
  effective	
  portfolio	
  operations	
  team.	
  We	
  believe	
  there	
  are	
  
some	
  worthwhile	
  lessons	
  to	
  be	
  shared	
  with	
  regard	
  to	
  the	
  right	
  and	
  wrong	
  way	
  to	
  implement	
  this	
  type	
  of	
  group.

During	
  the	
  upswing	
  of	
  the	
  last	
  economic	
  cycle,	
  which	
  saw	
  global	
  funds	
  under	
  management	
  soar	
  to	
  $2.5	
  trillion,	
  
“best	
  practice”	
  in	
  private	
  equity	
  embraced	
  the	
  concept	
  of	
  bolstering	
  investment	
  teams	
  by	
  hiring	
  senior	
  execu-­‐
tives	
  from	
  the	
  business	
  world	
  into	
  portfolio	
  operations	
  groups.	
  What	
  began	
  as	
  a	
  novel,	
  sporadically	
  deployed	
  
idea	
  a	
  decade	
  ago	
  has	
  evolved	
  to	
  be	
  an	
  accepted	
  feature	
  of	
  a	
  contemporary	
  firm’s	
  toolkit.	
  The	
  thesis	
  is	
  that	
  
financial	
  engineering	
  alone	
  does	
  not	
  maximize	
  return,	
  and	
  that	
  operational	
  transformation	
  across	
  a	
  fund’s	
  
portfolio	
  companies	
  is	
  essential	
  to	
  success.	
  Further,	
  with	
  an	
  influx	
  of	
  professional	
  business	
  managers	
  to	
  oversee	
  
existing	
  portfolio	
  companies,	
  the	
  deal	
  teams	
  could	
  therefore	
  be	
  freed	
  up	
  to	
  focus	
  on	
  what	
  they	
  do	
  best:	
  buying	
  
and	
  selling.	
  Moreover,	
  limited	
  partners	
  (LPs)	
  are	
  now	
  very	
  aware	
  of	
  which	
  LBO	
  funds	
  have	
  constructed	
  substan-­‐
tial	
  portfolio	
  operations	
  teams.	
  One	
  managing	
  director	
  at	
  a	
  well-­‐known	
  pension	
  fund	
  told	
  us,	
  “We	
  don’t	
  have	
  
religion	
  about	
  what	
  type	
  of	
  PortOps	
  philosophy	
  works	
  best,	
  but	
  we	
  do	
  expect	
  funds	
  to	
  have	
  a	
  story.”

The	
  operating	
  partner	
  role	
  is	
  relatively	
  new,	
  and	
  as	
  such,	
  there	
  is	
  no	
  one	
  best	
  practice	
  as	
  it	
  relates	
  to	
  the	
  man-­‐
agement,	
  continuity,	
  and	
  scalability	
  of	
  this	
  function.	
  Unfortunately,	
  just	
  as	
  the	
  operating	
  partner	
  started	
  to	
  
become	
  a	
  recognized	
  career	
  path,	
  the	
  recent	
  global	
  economic	
  events	
  caused	
  many	
  funds	
  to	
  downsize	
  costs	
  and	
  
thin	
  their	
  ranks.	
  Now,	
  with	
  some	
  stability	
  (hopefully)	
  returning	
  to	
  the	
  markets,	
  debating	
  how	
  to	
  properly	
  staff	
  
and	
  maintain	
  portfolio	
  operations	
  is	
  topical.	
  

This	
  tiny	
  population	
  of	
  professionals—our	
  sources	
  estimate	
  that	
  the	
  total	
  number	
  of	
  full-­‐time	
  operating	
  partners	
  
tally	
  500	
  or	
  less—generates	
  ongoing	
  discussion.	
  In	
  our	
  opinion	
  the	
  role	
  is	
  broadly	
  understood	
  in	
  concept,	
  but	
  
only	
  a	
  few	
  funds	
  have	
  executed	
  on	
  the	
  true	
  potential	
  of	
  portfolio	
  operations.	
  This	
  overview	
  looks	
  at	
  the	
  practical	
  
human-­‐capital	
  considerations	
  and	
  includes	
  some	
  facts	
  and	
  analysis,	
  as	
  well	
  as	
  a	
  number	
  of	
  hypotheses	
  and	
  
anecdotes.	
  We	
  hope	
  to	
  demystify	
  what	
  the	
  term	
  “operating	
  partner”	
  actually	
  means.
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Methodology 

As	
  an	
  executive	
  search	
  firm	
  focused	
  on	
  this	
  sector	
  of	
  the	
  market,	
  

we	
  have	
  examined	
  the	
  data	
  collected	
  from	
  several	
  portfolio	
  

operations	
  searches	
  we	
  have	
  conducted	
  over	
  time.	
  To	
  that,	
  we	
  

have	
  added	
  analysis	
  from	
  numerous	
  recent	
  interviews	
  where	
  we	
  

surveyed	
  senior-­‐deal	
  professionals,	
  past	
  and	
  current	
  operating	
  

research	
  was	
  based	
  on	
  the	
  largest	
  250	
  private	
  equity	
  funds	
  in	
  

North	
  America,	
  and	
  focused	
  on	
  full-­‐time	
  operating	
  partners.	
  Our	
  

target	
  audience	
  for	
  this	
  piece	
  is	
  senior	
  investment	
  professionals	
  at	
  

funds	
  (the	
  clients	
  who	
  retain	
  us)	
  and	
  executives	
  considering	
  

in-­‐house	
  portfolio	
  operations	
  as	
  a	
  career	
  move	
  (our	
  prospective	
  

candidates).	
  	
  

For	
  sake	
  of	
  ease,	
  we	
  have	
  used	
  “portfolio	
  operations”	
  as	
  a	
  generic	
  

title	
  for	
  a	
  broad	
  range	
  of	
  naming	
  schemes,	
  including:	
  asset	
  

management	
  group,	
  portfolio	
  support	
  group,	
  resources	
  group,	
  

portfolio	
  strategic	
  services,	
  as	
  well	
  as	
  simply,	
  operations.	
  Likewise,	
  

we	
  refer	
  to	
  the	
  vernacular	
  “operating	
  partners”	
  for	
  job	
  titles	
  that	
  

range	
  from	
  the	
  specific	
  and	
  descriptive,	
  such	
  as	
  global	
  head	
  of	
  

portfolio	
  transformation,	
  to	
  the	
  typical	
  paygrades	
  used	
  by	
  banks	
  

and	
  corporations.	
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THE PERSON

Operating Partners—Defining the Role 

Most	
  job	
  titles	
  are	
  clear	
  and	
  straightforward.	
  What	
  is	
  expected	
  of	
  

from	
  one	
  industry	
  sector	
  to	
  another.	
  Of	
  course	
  there	
  are	
  differ-­‐

ences	
  in	
  scale	
  and	
  experience	
  between	
  a	
  Fortune	
  50	
  executive	
  and	
  

his	
  or	
  her	
  counterpart	
  by	
  title	
  at	
  a	
  venture-­‐backed	
  start-­‐up,	
  but	
  

their	
  general	
  mandates	
  are	
  essentially	
  the	
  same.	
  By	
  contrast,	
  oper-­‐

ating	
  partner	
  is	
  a	
  role	
  that	
  can	
  mean	
  different	
  things	
  to	
  different	
  

people.	
  

The	
  first	
  task	
  of	
  any	
  fund	
  creating	
  or	
  rebuilding	
  its	
  portfolio	
  

operations	
  team	
  is	
  to	
  corral	
  the	
  thinking,	
  biases,	
  and	
  strong	
  

opinions	
  on	
  this	
  topic	
  into	
  one	
  place.	
  Nominate	
  a	
  “PortOps”	
  

taskforce	
  and	
  identify	
  a	
  senior	
  investment	
  professional	
  at	
  the	
  fund	
  

to	
  chair	
  it.	
  The	
  ideal	
  chairperson	
  should	
  be	
  a	
  partner	
  or	
  managing	
  

director	
  with	
  a	
  propensity	
  for	
  decision-­‐making.	
  We	
  recommend	
  a	
  

set	
  period	
  (100	
  days	
  or	
  less)	
  of	
  introspection	
  and	
  market-­‐based	
  

discovery.	
  The	
  product	
  should	
  be	
  a	
  succinct	
  “acid	
  test”	
  defining	
  

the	
  role,	
  the	
  preferred	
  candidate	
  profile,	
  and	
  the	
  acceptable	
  

compensation	
  range.

As	
  a	
  firm	
  goes	
  through	
  the	
  discovery	
  process,	
  it	
  can	
  take	
  meetings	
  

with	
  third-­‐party	
  consulting	
  firms	
  who	
  have	
  exposure	
  to	
  the	
  

function	
  as	
  well	
  as	
  speaking	
  directly	
  with	
  operating	
  partners	
  at	
  

actuality,	
  it	
  is	
  the	
  head	
  of	
  the	
  fund/investment	
  committee	
  that	
  will	
  

define	
  the	
  role	
  and	
  the	
  metrics	
  for	
  success.	
  So	
  we	
  say,	
  “Focus	
  on	
  

the	
  corner	
  office.”	
  Experience	
  dictates	
  that	
  unless	
  the	
  head	
  of	
  the	
  

fund	
  is	
  enthused	
  about	
  the	
  value	
  of	
  portfolio	
  operations	
  then	
  it	
  

will	
  probably	
  fail.	
  Funds	
  that	
  take	
  eons	
  debating	
  whether	
  to	
  move	
  

forward	
  with	
  the	
  creation	
  of	
  a	
  group	
  probably	
  have	
  some	
  internal	
  

cultural	
  issues	
  that	
  are	
  insurmountable.	
  In	
  the	
  long	
  run	
  it	
  is	
  better	
  

to	
  be	
  firmly	
  against	
  the	
  concept,	
  and	
  to	
  save	
  the	
  money	
  and	
  

hassle,	
  than	
  to	
  toy	
  with	
  the	
  idea	
  just	
  to	
  appease	
  LPs.	
  

Most	
  discussions	
  on	
  defining	
  the	
  role	
  will	
  start	
  out	
  listing	
  the	
  

obvious,	
  explicit	
  responsibilities	
  expected	
  from	
  the	
  ops	
  team.	
  

Asking	
  how	
  a	
  given	
  operating	
  partner	
  should	
  be	
  spending	
  his	
  or	
  

her	
  time	
  is	
  a	
  good	
  way	
  to	
  get	
  the	
  conversation	
  moving	
  in	
  the	
  right	
  

direction.	
  Of	
  course,	
  no	
  two	
  funds	
  are	
  the	
  same.	
  However,	
  based	
  

on	
  our	
  survey,	
  and	
  as	
  a	
  point	
  of	
  calibration,	
  the	
  bullets	
  below	
  and	
  

graphic	
  above	
  illustrate	
  how	
  respondents	
  told	
  us	
  they	
  spend	
  their	
  

time	
  day-­‐to-­‐day.	
  [See	
  Figure	
  1]

This	
  will	
  include	
  turnaround	
  or	
  

mentoring,	
  and	
  deciding	
  when	
  to	
  engage	
  third-­‐party	
  professional	
  

exit—whether	
  IPO	
  or	
  sale	
  to	
  a	
  “strategic.”

teams	
  as	
  they	
  evaluate	
  new	
  investments	
  and	
  roll	
  ups.	
  They	
  assist	
  

company,	
  assess	
  the	
  leadership	
  team,	
  and	
  start	
  to	
  determine	
  who	
  

is	
  a	
  “keeper”	
  and	
  where	
  and	
  when	
  upgrades	
  will	
  need	
  to	
  occur.	
  As	
  

appropriate,	
  they	
  will	
  select	
  and	
  manage	
  service	
  providers	
  (i.e.,	
  

“front	
  and	
  center”	
  and	
  in	
  direct	
  contact	
  with	
  LPs,	
  while	
  others	
  

do	
  not.	
  Independent	
  PE	
  funds	
  (versus	
  merchant	
  banks/internal	
  

sponsor	
  groups)	
  will	
  expend	
  time	
  and	
  effort	
  raising	
  capital	
  and	
  

sometimes	
  the	
  quality	
  and	
  impact	
  of	
  the	
  portfolio	
  operations	
  

team	
  has	
  a	
  bearing	
  on	
  the	
  outcome.	
  Marquee	
  operating	
  

partners	
  will	
  be	
  expected	
  to	
  be	
  a	
  sounding	
  board	
  for	
  investment	
  

hypotheses	
  and	
  give	
  a	
  real-­‐world	
  perspective	
  on	
  market	
  trends	
  

and	
  competitive	
  analysis.
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Subtle Ways Operating Partners Can Contribute

As	
  noted	
  in	
  Figure	
  1,	
  investors	
  can	
  expect	
  operating	
  partners	
  to	
  

spend	
  the	
  majority	
  of	
  their	
  time	
  on	
  existing	
  portfolio	
  companies	
  

and	
  on	
  new	
  deals.	
  That	
  said,	
  there	
  are	
  many	
  other	
  ways	
  a	
  senior	
  

operating	
  partner	
  can	
  bring	
  real	
  value	
  to	
  his	
  or	
  her	
  firm.

handful	
  of	
  senior	
  partners	
  in	
  their	
  ranks—by	
  that	
  we	
  mean	
  the	
  

to	
  the	
  broader	
  team	
  that	
  can	
  shore	
  up	
  junior	
  investment	
  profes-­‐

should	
  have	
  the	
  credibility	
  to	
  act	
  as	
  a	
  trusted	
  conduit	
  between	
  the	
  

deal)	
  between	
  the	
  investors	
  themselves.	
  Over	
  the	
  past	
  couple	
  of	
  

years,	
  due	
  to	
  the	
  distressed	
  economic	
  climate,	
  PE	
  investors	
  and	
  

In	
  other	
  cases,	
  the	
  chemistry	
  among	
  board	
  members	
  from	
  

funds	
  all	
  stopped	
  speaking	
  with	
  each	
  other.	
  Having	
  a	
  professional	
  

investor	
  discord.

Just	
  about	
  every	
  fund	
  places	
  a	
  premium	
  on	
  

to	
  probe	
  at	
  interviews.	
  Beyond	
  bringing	
  an	
  informed	
  assessment	
  

short-­‐term	
  impact.	
  Again,	
  the	
  deal	
  team	
  alone	
  may	
  not	
  have	
  the	
  

and	
  management	
  of	
  funds	
  varies	
  enormously	
  in	
  our	
  experience.	
  

are	
  hands-­‐on	
  and	
  involved	
  in	
  the	
  details.	
  Others	
  rely	
  heavily	
  on	
  

partners.	
  Some	
  managing	
  partners	
  even	
  go	
  so	
  far	
  as	
  having	
  their	
  

-­‐

“internal”	
  tasks	
  as	
  a	
  negligible	
  amount	
  of	
  how	
  they	
  spend	
  their	
  

managing	
  partner	
  is	
  helping	
  the	
  fund	
  maintain	
  stability	
  and	
  

The models for operations groups are 

varied, ranging from structured and 

intensely managed to loosely affiliated.

49%

30%

14%

7%
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Where Do They Fit On the Org Chart?

Once	
  the	
  expectations	
  are	
  set	
  and	
  the	
  operating	
  partner	
  role	
  is	
  

defined,	
  the	
  next	
  consideration	
  is	
  where	
  to	
  position	
  portfolio	
  

operations	
  on	
  the	
  organization	
  chart.	
  Our	
  findings	
  indicate	
  there	
  is	
  

no	
  set	
  rule.	
  We	
  have	
  seen	
  it	
  reporting	
  into	
  the	
  managing	
  partner/

head	
  of	
  fund,	
  to	
  the	
  investment	
  committee	
  (matrixes),	
  to	
  a	
  

dedicated	
  partner/managing	
  director,	
  or	
  alternatively	
  to	
  a	
  rotating	
  

partner/managing	
  director	
  who	
  will	
  take	
  on	
  its	
  management	
  for	
  a	
  

couple	
  of	
  years.	
  Larger	
  funds	
  have	
  more	
  infrastructure,	
  such	
  as	
  a	
  

chief	
  administrative	
  officer	
  who	
  may	
  take	
  ownership.

the	
  number	
  of	
  asset	
  management	
  professionals	
  and	
  the	
  size	
  of	
  the	
  

funds	
  themselves.	
  [See	
  Figure	
  2]	
  Even	
  so,	
  the	
  models	
  for	
  opera-­‐

example,	
  Silver	
  Lake	
  Partners	
  (SLP)	
  is	
  a	
  top-­‐20	
  fund	
  by	
  size,	
  yet	
  it	
  

(Warburg)	
  may	
  be	
  similar	
  in	
  size,	
  but	
  has	
  110+	
  current	
  invest-­‐

ments.	
  Every	
  investor	
  in	
  the	
  private	
  equity	
  community	
  knows	
  that	
  

untrained	
  eye,	
  especially	
  those	
  from	
  the	
  corporate	
  world	
  who	
  are	
  

new	
  to	
  private	
  equity,	
  both	
  funds	
  look	
  like	
  they	
  have	
  a	
  general	
  

focus	
  on	
  high-­‐tech	
  and	
  business	
  services	
  with	
  about	
  the	
  same	
  

between	
  how	
  publicly	
  listed	
  funds	
  operate	
  (like	
  Blackstone	
  and	
  

Fortress	
  and	
  sponsor	
  groups	
  within	
  banks)	
  versus	
  the	
  majority	
  of	
  

PE	
  funds,	
  which	
  are	
  privately	
  held.

A	
  fund’s	
  resources	
  for	
  managing	
  and	
  transforming	
  its	
  portfolio	
  are	
  

not	
  neatly	
  housed	
  within	
  a	
  standalone	
  PortOps	
  division.	
  Overall	
  

financial	
  performance	
  of	
  a	
  fund’s	
  portfolio	
  will	
  always	
  be	
  tracked	
  

and	
  analyzed	
  by	
  the	
  investment	
  teams.	
  	
  

THE MODELS

Three Models for Operations Groups: A Synopsis

In	
  the	
  following	
  pages,	
  we	
  have	
  identified	
  three	
  prominent	
  models	
  

that	
  exist	
  today.

	
   This	
  is	
  the	
  most	
  highly	
  evolved	
  model,	
  where	
  the	
  PE	
  firm	
  

believes	
  passionately	
  in	
  driving	
  portfolio	
  transformation.	
  They	
  

believe	
  the	
  benefits	
  of	
  a	
  sophisticated	
  operations	
  team	
  out-­‐

weigh	
  the	
  fixed	
  cost.	
  [See	
  Figure	
  3]

	
   This	
  philosophy	
  is	
  more	
  typically	
  seen	
  inside	
  larger	
  LBO	
  firms	
  

($10+	
  billion	
  in	
  assets—with	
  substantial	
  management	
  fees	
  to	
  

deploy),	
  but	
  is	
  also	
  present	
  in	
  smaller	
  platforms	
  epitomized	
  by	
  

thematic	
  is	
  that	
  these	
  funds	
  take	
  majority	
  or	
  complete	
  owner-­‐

ship	
  (“control”	
  positions),	
  and	
  believe	
  that	
  they	
  can	
  find	
  new	
  

ways	
  to	
  cut	
  costs	
  and	
  drive	
  EBITDA.	
  One	
  of	
  the	
  drivers	
  for	
  

investing	
  in	
  these	
  new	
  multi-­‐disciplined	
  teams	
  is	
  the	
  sheer	
  scale	
  

and	
  complexity	
  of	
  overseeing	
  and	
  coordinating	
  a	
  large	
  portfolio.	
  

The	
  six	
  biggest	
  PE	
  funds	
  each	
  have	
  500,000	
  people	
  or	
  more	
  on	
  

their	
  payrolls	
  worldwide,	
  for	
  example.	
  In	
  Figure	
  4	
  (see	
  page	
  6),	
  

for	
  context	
  and	
  to	
  benchmark	
  against	
  the	
  corporate	
  world,	
  five	
  

and	
  Apple	
  combined.

	
   Every	
  portfolio	
  company	
  is	
  assigned	
  one	
  or	
  several	
  operations	
  

experts.	
  Their	
  philosophy	
  is	
  that	
  there	
  is	
  always	
  more	
  to	
  do.	
  

system,	
  culture,	
  or	
  process	
  is	
  left	
  unmonitored.	
  Very	
  rarely	
  does	
  

a	
  private	
  equity	
  firm	
  own	
  the	
  overall	
  market-­‐leading	
  company	
  in	
  

to	
  steal	
  slivers	
  of	
  market	
  share	
  from	
  the	
  dominant	
  blue	
  chips.	
  

They	
  are	
  always	
  playing	
  catch	
  up,	
  and	
  believe	
  active,	
  hands-­‐on	
  

management	
  is	
  necessary.	
  Most	
  centralized	
  models	
  have	
  a	
  

strong	
  and	
  homogenous	
  culture,	
  and	
  there	
  is	
  a	
  house-­‐style	
  with	
  

an	
  agreed-­‐upon	
  methodology.	
  The	
  best-­‐run	
  operations	
  teams	
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are	
  aligned	
  and	
  tasks	
  that	
  would	
  normally	
  take	
  a	
  corporation	
  a	
  

year	
  (due	
  to	
  bureaucracy,	
  politics,	
  and	
  less	
  motivated/talented	
  

executives)	
  can	
  get	
  accomplished	
  in	
  weeks	
  by	
  a	
  world-­‐class	
  

PortOps	
  SWAT	
  team.	
  

	
   Large	
  funds	
  will	
  hire	
  a	
  head	
  of	
  portfolio	
  operations	
  and	
  formal-­‐

ize	
  the	
  management	
  structure	
  of	
  its	
  operations	
  group.	
  Examples	
  

1.

	
   Big	
  LBO	
  funds	
  can	
  afford	
  to	
  align	
  their	
  industry-­‐specific	
  deal	
  

teams	
  with	
  former	
  top	
  executives	
  from	
  the	
  dominant	
  companies	
  

within	
  that	
  sector.	
  The	
  collective	
  expertise	
  can	
  be	
  impressive.	
  If	
  

a	
  firm’s	
  portfolio	
  is	
  big	
  enough,	
  it	
  may	
  employ	
  a	
  two-­‐tiered	
  

system	
  which	
  will	
  include	
  a	
  centralized	
  operating	
  partner	
  group	
  

(described	
  above)	
  as	
  well	
  as	
  a	
  group	
  of	
  alternate	
  ops	
  profession-­‐

als	
  not	
  as	
  formally	
  tied	
  to	
  the	
  fund.	
  These	
  “field-­‐based”	
  consul-­‐

tants	
  are	
  generally	
  executives	
  located	
  across	
  the	
  world	
  who	
  have	
  

a	
  specific	
  expertise	
  in	
  one	
  functional	
  area	
  and	
  can	
  be	
  deployed	
  

in	
  several	
  industries.	
  This	
  structure	
  can	
  be	
  advantageous	
  

because	
  these	
  field-­‐based	
  professionals	
  are	
  cheaper	
  for	
  the	
  PE	
  

firm	
  in	
  that	
  their	
  time	
  is	
  billed	
  back	
  to	
  the	
  portfolio	
  company	
  

(versus	
  the	
  tax	
  inefficiency	
  of	
  paying	
  directly	
  out	
  of	
  the	
  fund’s	
  

2%	
  management	
  fees).	
  They	
  also	
  do	
  not	
  have	
  any	
  carry	
  compo-­‐

nent	
  to	
  their	
  compensation.	
  

	
   One	
  trend	
  that	
  seems	
  to	
  be	
  gaining	
  momentum	
  is	
  to	
  organize	
  

operations	
  into	
  sub-­‐teams	
  of	
  functional	
  experts.	
  Blackstone	
  and	
  

Reviewing	
  the	
  large	
  buy-­‐out	
  funds	
  we	
  found	
  domain	
  experts	
  

spanning:

	
  
	
  

	
  
	
   is	
  getting	
  a	
  lot	
  of	
  attention)	
  

	
  
	
  

	
  
	
  

	
   Often	
  firms	
  bifurcate	
  between	
  “growth”	
  experts	
  and	
  cost-­‐	
  

cutting/efficiency	
  gurus.

	
   In	
  this	
  context,	
  a	
  firm	
  will	
  hire	
  one,	
  perhaps	
  two,	
  senior	
  operat-­‐

ing	
  executives	
  who	
  serve	
  as	
  the	
  “quarterbacks”	
  to	
  a	
  team	
  of	
  

more	
  junior	
  ops	
  team	
  members.	
  They	
  manage	
  through	
  influence	
  

(using	
  the	
  company’s	
  resources)	
  or	
  by	
  engaging	
  strategy	
  

consulting	
  firms.	
  This	
  model	
  resembles	
  the	
  centralized	
  model	
  

(discussed	
  above),	
  but	
  instead	
  of	
  staffing	
  across	
  all	
  disciplines	
  

and	
  functions,	
  the	
  talent	
  to	
  support	
  the	
  portfolio	
  is	
  “rented”	
  via	
  

external	
  consultants.	
  This	
  role	
  is	
  lightly	
  staffed	
  in	
  contrast	
  with	
  

the	
  centralized	
  model,	
  whereas	
  there	
  are	
  no	
  “armies	
  of	
  analysts	
  

and	
  associates”	
  in	
  this	
  model.	
  	
  

	
   Many	
  middle-­‐market	
  funds	
  appoint	
  a	
  head	
  of	
  portfolio	
  opera-­‐

tions.	
  This	
  individual’s	
  role	
  is	
  primarily	
  to	
  ensure	
  that	
  portfolio	
  

If	
  a	
  portfolio	
  company	
  is	
  underperforming	
  then	
  they	
  will	
  be	
  

expected	
  to	
  provide	
  an	
  informed	
  opinion	
  on	
  whether	
  the	
  cause	
  

for	
  the	
  role	
  and	
  needs	
  to	
  be	
  replaced.	
  The	
  role	
  is	
  more	
  hands-­‐off	
  

performance	
  metrics.	
  	
  

1

for	
  the	
  portfolio	
  companies	
  versus	
  a	
  traditional	
  strategy	
  consultant.
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   This	
  model	
  is	
  the	
  most	
  common	
  as	
  it	
  is	
  easy	
  to	
  institute	
  and	
  does	
  

not	
  necessitate	
  much	
  monetary	
  investment	
  by	
  the	
  deal	
  partners.	
  

history	
  to	
  affiliate	
  and	
  enter	
  into	
  a	
  quid-­‐pro-­‐quo	
  set	
  up.

	
   In	
  this	
  model,	
  the	
  advisors	
  are	
  traditionally	
  seasoned	
  and	
  at	
  a	
  

later	
  stage	
  in	
  their	
  career—and	
  are	
  often	
  the	
  biggest	
  marquee	
  

the	
  boards	
  of	
  the	
  companies	
  in	
  the	
  PE	
  firm’s	
  portfolio,	
  with	
  

traditional	
  board	
  director	
  responsibilities:	
  They	
  will	
  work	
  to	
  

rolodex	
  for	
  the	
  benefit	
  of	
  the	
  company.	
  They	
  typically	
  do	
  not	
  

take	
  an	
  active	
  role	
  in	
  operating	
  the	
  business.	
  It	
  would	
  be	
  unusual	
  

for	
  them	
  to	
  spend	
  significant	
  time	
  in-­‐person	
  at	
  the	
  company.	
  

	
   Like	
  the	
  models	
  listed	
  above,	
  the	
  advisors	
  assist	
  the	
  investment	
  

partners	
  on	
  deal	
  due	
  diligence,	
  and	
  they	
  will	
  lend	
  their	
  industry	
  

and	
  functional	
  expertise	
  to	
  help	
  the	
  deal	
  teams	
  make	
  smarter	
  

decisions.	
  They	
  will	
  also	
  leverage	
  their	
  domain	
  knowledge	
  for	
  

purposes	
  of	
  reference	
  checking	
  and	
  talent	
  scouting.

	
   In	
  return,	
  in	
  addition	
  to	
  receiving	
  traditional	
  board	
  director	
  

compensation	
  and	
  benefits,	
  the	
  advisors	
  will	
  have	
  the	
  opportu-­‐

nity	
  to	
  invest	
  as	
  an	
  LP	
  in	
  the	
  PE	
  firm’s	
  funds,	
  and	
  can	
  also	
  invest	
  

personally	
  in	
  the	
  individual	
  portfolio	
  companies	
  (alongside	
  the	
  

PE	
  firm).

	
   These	
  seasoned	
  executives	
  bring	
  a	
  career	
  of	
  operating	
  experi-­‐

ence	
  to	
  “income	
  statement”	
  issues	
  (revenue	
  and	
  cost).	
  They	
  are	
  

often	
  silent	
  on	
  capital	
  markets,	
  capital	
  structure,	
  or	
  credit-­‐	
  

agreement	
  issues,	
  and	
  are	
  generally	
  not	
  expected	
  to	
  be	
  the	
  exclusive	
  

	
   While	
  easy	
  to	
  institute	
  and	
  cheap	
  to	
  maintain,	
  these	
  types	
  of	
  

relationships	
  can	
  feel	
  detached	
  to	
  the	
  senior	
  advisor	
  unless	
  

there	
  is	
  a	
  specific	
  program	
  for	
  keeping	
  that	
  person	
  engaged	
  and	
  

We	
  have	
  seen	
  a	
  few	
  predominant	
  philosophies	
  in	
  terms	
  of	
  what	
  

makes	
  for	
  a	
  credible	
  operating	
  partner.	
  By	
  definition,	
  operating	
  

partners	
  need	
  to	
  be	
  financially	
  and	
  operationally	
  astute,	
  and	
  bring	
  

immediate	
  credibility	
  and	
  value-­‐add	
  to	
  a	
  given	
  situation.	
  Rightly	
  or	
  

wrongly,	
  most	
  funds	
  have	
  their	
  own	
  lens	
  when	
  it	
  comes	
  to	
  defining	
  

excellence.	
  Following	
  are	
  four	
  of	
  the	
  most	
  prevalent	
  hiring	
  

templates:

Invariably,	
  private	
  equity	
  

process	
  and	
  line	
  management.	
  The	
  best	
  of	
  this	
  talent,	
  for	
  example,	
  

Honeywell,	
  Pepsi,	
  and	
  Danaher,	
  to	
  name	
  a	
  few.	
  	
  

	
  Some	
  funds	
  believe	
  that	
  the	
  

means	
  that	
  they	
  know	
  how	
  to	
  select	
  the	
  right	
  service	
  provider	
  and	
  

-­‐

	
  Our	
  experience	
  is	
  that	
  many	
  funds	
  want	
  both	
  skill	
  

consultants	
  and	
  pure	
  line	
  managers,	
  but	
  having	
  a	
  career	
  that	
  spans	
  

-­‐

think	
  outside	
  of	
  that	
  paradigm.

needs	
  to	
  possess	
  a	
  comprehensive	
  skill	
  set—especially	
  if	
  they	
  are	
  

Our own opinion is that there are 

fine examples of pure consultants and 

pure line managers, but having a  

career that spans both allows for  

f lexibility in any setting.
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Private	
  equity	
  investors	
  manage	
  by	
  the	
  numbers	
  and	
  

-­‐

operate	
  a	
  performance	
  dashboard	
  and	
  run	
  analytics	
  based	
  on	
  

are	
  viewed	
  as	
  strategic	
  thinkers	
  and	
  often	
  have	
  strategy	
  

consulting	
  or	
  investment	
  banking	
  backgrounds	
  earlier	
  in	
  their	
  

careers.	
  

Why Operating Partners Quit

To	
  understand	
  the	
  tactics	
  for	
  minimizing	
  potential	
  turnover,	
  we	
  

examined	
  some	
  reasons	
  why	
  an	
  ops	
  team	
  might	
  experience	
  

frustration	
  in	
  the	
  role.	
  Unsurprisingly,	
  perhaps,	
  we	
  believe	
  the	
  

primary	
  cause	
  for	
  “organ	
  rejection”	
  is	
  a	
  failure	
  to	
  create	
  a	
  realisti-­‐

cally	
  defined	
  role	
  and	
  therefore	
  mis-­‐set	
  expectations.	
  

However,	
  even	
  self-­‐aware	
  managing	
  partners	
  should	
  accept	
  that	
  

there	
  will	
  be	
  some	
  attrition	
  over	
  time.	
  The	
  life	
  of	
  an	
  operating	
  

external	
  stakeholders	
  to	
  satisfy.	
  The	
  combination	
  of	
  these	
  overall	
  

factors	
  can	
  make	
  even	
  the	
  most	
  dedicated	
  professional	
  experience	
  

fatigue.	
  

Keep	
  in	
  mind	
  that	
  many	
  of	
  these	
  operating	
  partners	
  made	
  their	
  

had	
  ever	
  hired,	
  or	
  as	
  a	
  strong	
  performer	
  at	
  a	
  household	
  name	
  

Fortune	
  100	
  public	
  company	
  earlier	
  in	
  their	
  career.	
  They	
  are	
  

generally	
  accustomed	
  to	
  running	
  large	
  organizations	
  where	
  they	
  call	
  

the	
  shots	
  and	
  their	
  orders	
  are	
  faithfully	
  executed.	
  Of	
  course,	
  as	
  soon	
  

mentality	
  must	
  be	
  shelved	
  in	
  favor	
  of	
  what	
  sometimes	
  feels	
  more	
  

like	
  a	
  mission	
  to	
  support,	
  massage,	
  and	
  cajole	
  the	
  less	
  talented.

Moreover,	
  a	
  fund’s	
  best-­‐laid	
  plans	
  can	
  unravel	
  easily	
  because	
  the	
  

same	
  pedigree,	
  smarts,	
  and	
  people	
  skills	
  that	
  result	
  in	
  a	
  given	
  

operating	
  partner	
  being	
  initially	
  hired	
  indicate	
  that	
  they	
  will	
  also	
  

be	
  a	
  magnet	
  for	
  other	
  opportunities.	
  Paradoxically,	
  the	
  fact	
  that	
  

they	
  are	
  now	
  working	
  at	
  a	
  world-­‐class	
  private	
  equity	
  fund	
  may	
  

make	
  them	
  an	
  even	
  more	
  alluring	
  target	
  to	
  outsiders.	
  

Because	
  the	
  term	
  “operating	
  partner”	
  is	
  hard	
  to	
  define	
  and	
  

probably	
  misunderstood,	
  we	
  are	
  asked	
  about	
  compensation	
  levels	
  

frequently.	
  We	
  have	
  found	
  that,	
  typically,	
  the	
  larger	
  the	
  fund,	
  the	
  

broader	
  range	
  in	
  total	
  compensation	
  and	
  the	
  amount	
  of	
  carry.	
  On	
  

the	
  other	
  end	
  of	
  the	
  spectrum,	
  our	
  research	
  indicates	
  that	
  coming	
  

up	
  with	
  a	
  simple	
  answer	
  is	
  not	
  as	
  easy	
  as	
  it	
  would	
  seem.	
  [See	
  

Figure	
  6]	
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Following	
  are	
  general	
  themes	
  that	
  we	
  have	
  learned:

Francisco	
  generally	
  earn	
  more.	
  In	
  many	
  cases,	
  we	
  have	
  seen	
  

versus	
  other	
  geographies.	
  While	
  some	
  of	
  the	
  delta	
  is	
  due	
  to	
  

does	
  not	
  necessarily	
  follow	
  a	
  linear	
  path.	
  Further,	
  as	
  laid	
  out	
  

add”	
  by	
  the	
  senior	
  partners	
  at	
  the	
  fund.	
  If	
  the	
  culture	
  is	
  heavily	
  in	
  

compared	
  to	
  funds	
  of	
  a	
  similar	
  size	
  that	
  do	
  not	
  see	
  the	
  same	
  

more	
  than	
  15	
  years	
  and	
  views	
  them	
  as	
  integral	
  to	
  success	
  and	
  

the	
  fund.

	
   Depending	
  on	
  the	
  fund,	
  the	
  general	
  partnership	
  may	
  allow	
  

(some	
  as	
  high	
  as	
  $5	
  million	
  annually),	
  and	
  so	
  even	
  the	
  biggest	
  

-­‐

-­‐

partners	
  in	
  line	
  with	
  what	
  they	
  would	
  receive	
  if	
  they	
  were	
  a	
  

experience.

Retaining Top Talent in Portfolio Operations 

We	
  believe	
  there	
  are	
  some	
  clues	
  to	
  retention	
  and	
  longevity.	
  PE	
  

investors	
  are	
  commercial	
  and	
  rate	
  compensation	
  high	
  on	
  their	
  list	
  

of	
  career	
  needs.	
  Operating	
  partners	
  are	
  less	
  coin-­‐driven	
  and	
  

primarily	
  care	
  about	
  the	
  working	
  environment.	
  As	
  one	
  partner	
  

candidly	
  tells	
  us,	
  “It’s	
  like	
  being	
  a	
  consultant	
  again.	
  It’s	
  about	
  

influence	
  and	
  persuasion.	
  I	
  am	
  a	
  band	
  of	
  one	
  so	
  they	
  either	
  listen	
  

or	
  they	
  don’t.	
  At	
  least	
  this	
  time	
  around,	
  I	
  have	
  some	
  conviction	
  

when	
  giving	
  advice.”	
  They	
  are	
  most	
  keenly	
  interested	
  in	
  the	
  variety	
  

and	
  challenge	
  of	
  the	
  work,	
  and	
  working	
  with	
  a	
  team	
  of	
  high-­‐caliber	
  

professionals.	
  [See	
  Figure	
  7]

We	
  recommend	
  four	
  considerations	
  when	
  PE	
  firms	
  are	
  ready	
  and	
  

interested	
  to	
  bring	
  on—and	
  retain—a	
  seasoned	
  operating	
  partner	
  

to	
  the	
  fund:

	
  Ensure	
  that	
  the	
  

	
  

residence	
  (EIRs)	
  in	
  a	
  holding	
  tank	
  hoping	
  that	
  the	
  fund	
  acquires	
  a	
  

company	
  they	
  can	
  run.	
  It	
  is	
  a	
  high-­‐risk	
  approach	
  because	
  their	
  

careful	
  management,	
  and	
  is	
  typically	
  a	
  show-­‐stopper,	
  is	
  when	
  an	
  

any	
  other	
  examples,	
  although	
  they	
  may	
  exist.

	
  Even	
  the	
  best-­‐paid	
  and	
  most	
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the	
  right	
  foot	
  and	
  show	
  the	
  commitment	
  of	
  the	
  deal	
  team.	
  Be	
  

	
  Some	
  funds	
  hire	
  marquee	
  names	
  

PR	
  for	
  the	
  firm.	
  The	
  plow-­‐horse,	
  on	
  the	
  other	
  hand,	
  tends	
  to	
  be	
  

mid-­‐career	
  and	
  100%	
  integrated	
  into	
  the	
  fabric	
  of	
  the	
  PE	
  firm.	
  

They	
  are	
  less	
  visible	
  externally.	
  They	
  spend	
  their	
  time	
  getting	
  

their	
  hands	
  dirty	
  solving	
  real	
  business	
  problems	
  inside	
  the	
  

portfolio.	
  Again,	
  a	
  PE	
  deal	
  team	
  must	
  be	
  clear	
  about	
  what	
  kind	
  

of	
  contribution	
  they	
  are	
  expecting.

	
  We	
  touch	
  on	
  the	
  

-­‐

The	
  challenge	
  (“elephant	
  in	
  the	
  room”	
  as	
  a	
  managing	
  director	
  at	
  a	
  

$4	
  billion	
  fund	
  put	
  it)	
  is	
  the	
  disparity	
  between	
  pay	
  levels.	
  No	
  

share	
  of	
  the	
  carry	
  is	
  distributed	
  to	
  the	
  founders	
  and	
  senior	
  deal	
  

	
   As	
  important	
  as	
  the	
  actual	
  economics	
  is	
  the	
  review	
  process.	
  Nearly	
  

-­‐

that	
  avoids	
  clumsy	
  mismanagement.	
  Brilliant	
  investors	
  are	
  not	
  

necessarily	
  capable	
  people	
  managers.	
  

It	
  may	
  seem	
  like	
  a	
  nuance,	
  but	
  

monotony	
  can	
  set	
  in	
  if	
  an	
  engagement	
  drags	
  on.	
  We	
  know	
  of	
  one	
  

Park	
  Avenue.	
  The	
  board	
  recognized	
  the	
  risk	
  of	
  burn	
  out,	
  but	
  with	
  

no	
  exit	
  likely	
  in	
  the	
  near	
  term	
  it	
  poses	
  a	
  dilemma.	
  Where	
  possible,	
  

programs	
  and	
  succession	
  plans	
  so	
  that	
  there	
  is	
  never	
  too	
  much	
  

reliance	
  on	
  an	
  individual.	
  Most	
  of	
  the	
  professionals	
  we	
  have	
  

The Contrarian View 

there	
  are	
  some	
  notable	
  hold-­‐outs	
  against	
  operating	
  partner	
  

programs.	
  This	
  report	
  would	
  be	
  unbalanced	
  if	
  we	
  did	
  not	
  point	
  to	
  

several	
  successful	
  funds	
  who	
  disagree	
  with	
  the	
  concept	
  of	
  operat-­‐

ing	
  partners	
  altogether.	
  

investors	
  who	
  are	
  themselves	
  seasoned	
  operators	
  with	
  past	
  career	
  

backgrounds	
  in	
  industry.	
  They	
  argue	
  (not	
  without	
  merit—just	
  look	
  

at	
  their	
  track	
  records)	
  that	
  getting	
  hands-­‐on	
  and	
  into	
  the	
  opera-­‐

tional	
  details	
  is	
  an	
  intrinsic	
  part	
  of	
  the	
  job	
  of	
  a	
  board	
  director.	
  

Paraphrased,	
  how	
  can	
  one	
  be	
  a	
  competent	
  investor	
  unless	
  one	
  has	
  

Poignantly,	
  one	
  managing	
  partner	
  remarked	
  that	
  his	
  fund	
  typically	
  

strategy,	
  and	
  drive	
  through	
  changes.	
  For	
  1%	
  or	
  2%	
  equity	
  in	
  the	
  

company	
  he	
  can	
  attract	
  a	
  stellar	
  chairman	
  who	
  is	
  hand-­‐picked	
  for	
  

that	
  specific	
  assignment—a	
  cheaper	
  and	
  more	
  precise	
  way	
  to	
  

-­‐

idealists	
  and	
  abused	
  by	
  investors.”	
  

an	
  additional	
  layer	
  of	
  communication.	
  “Three	
  is	
  a	
  crowd,”	
  said	
  one	
  

partner,	
  adding	
  that	
  he	
  would	
  “prefer	
  to	
  pay	
  more	
  and	
  get	
  an	
  	
  

operations	
  teams.”	
  

Another	
  objection	
  is	
  that	
  operating	
  partners	
  can	
  actually	
  hinder	
  

productivity.	
  One	
  middle-­‐market	
  fund	
  told	
  us	
  that	
  some	
  of	
  their	
  

executives	
  historically	
  lost	
  focus	
  because	
  they	
  spend	
  more	
  time	
  

communicating	
  and	
  writing	
  reports	
  versus	
  simply	
  getting	
  results.	
  

partner	
  was	
  getting	
  assigned	
  was	
  because	
  they	
  were	
  about	
  to	
  get	
  

fired	
  or	
  moved	
  aside.	
  “I	
  don’t	
  like	
  my	
  guys	
  having	
  to	
  look	
  over	
  their	
  

shoulders,”	
  said	
  a	
  seasoned	
  investor.	
  This	
  fund	
  has	
  since	
  changed	
  

its	
  approach	
  and	
  tells	
  us	
  that	
  the	
  trust	
  factor	
  is	
  now	
  higher.
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experience	
  with	
  operating	
  partners.	
  Our	
  estimate	
  is	
  that	
  the	
  

particular	
  had	
  a	
  unique	
  vantage	
  point.	
  He	
  was	
  running	
  a	
  company	
  

owned	
  by	
  three	
  different	
  firms	
  in	
  syndication.	
  One	
  firm	
  was	
  

dogmatic	
  about	
  ops	
  partners,	
  another	
  forced	
  consultants	
  into	
  the	
  

hands-­‐off	
  approach	
  was	
  the	
  clear	
  favorite	
  in	
  his	
  mind.

can	
  become	
  strained.	
  Nothing	
  raises	
  tempers	
  faster	
  than	
  issues	
  of	
  

that	
  he	
  was	
  “fit-­‐to-­‐be-­‐tied”	
  after	
  meeting	
  a	
  new	
  member	
  of	
  a	
  

described	
  how	
  he	
  had	
  a	
  12-­‐year	
  working	
  relationship	
  with	
  this	
  

sponsor	
  and	
  considered	
  the	
  lead	
  investor	
  “a	
  close	
  ally,”	
  adding	
  “we	
  

have	
  made	
  a	
  ton	
  of	
  money	
  together	
  over	
  three	
  different	
  transac-­‐

tions.”	
  Evidently,	
  a	
  VP	
  in	
  the	
  fund’s	
  operations	
  group	
  had	
  shown	
  

the	
  lead	
  investor	
  a	
  growth	
  thesis	
  that	
  he	
  had	
  co-­‐written	
  back	
  from	
  

his	
  consulting	
  days	
  for	
  a	
  public	
  company	
  in	
  an	
  adjacent	
  sector.	
  

What	
  was	
  probably	
  intended	
  as	
  eagerness	
  by	
  a	
  rookie	
  in	
  the	
  

-­‐

ed	
  and	
  blind-­‐sided.	
  Whether	
  the	
  VP’s	
  findings	
  were	
  right	
  or	
  wrong,	
  

billion	
  company	
  and	
  several	
  hundred	
  million	
  dollars	
  of	
  the	
  fund’s	
  

-­‐

Repackaged	
  appropriately	
  and	
  delivered	
  more	
  diplomatically,	
  the	
  

There	
  is	
  a	
  delicate	
  balance	
  that	
  must	
  be	
  struck	
  in	
  order	
  to	
  ensure	
  a	
  

smooth	
  relationship.	
  We	
  recommend	
  the	
  following	
  types	
  of	
  

questions	
  to	
  be	
  considered	
  and	
  discussed	
  openly	
  by	
  the	
  leadership	
  

of	
  the	
  fund	
  as	
  you	
  consider	
  the	
  practicalities	
  of	
  who	
  does	
  what:

performance	
  as	
  they	
  observe	
  it.	
  Who	
  makes	
  that	
  judgment	
  call	
  

-­‐

depends	
  on	
  whether	
  that	
  PortOps	
  professional	
  does	
  or	
  does	
  not	
  

Key Conclusions

stage	
  of	
  the	
  economic	
  cycle.	
  Otherwise,	
  it	
  is	
  cheaper	
  to	
  “rent”	
  

investment.	
  Build	
  a	
  PortOps	
  team	
  that	
  is	
  the	
  correct	
  size	
  for	
  your	
  

companies.	
  

There	
  are	
  enough	
  benchmarks	
  to	
  draw	
  

industry,	
  it	
  is	
  possible	
  to	
  apply	
  some	
  analysis	
  to	
  this	
  burgeoning	
  

they	
  are	
  run.

	
  We	
  have	
  tried	
  to	
  explain	
  that	
  this	
  

test	
  (i.e.,	
  what	
  “good”	
  looks	
  like)	
  requires	
  careful	
  discussion	
  and	
  

direct,	
  unequivocal	
  input	
  from	
  the	
  leadership	
  of	
  the	
  fund.	
  

You	
  must	
  communicate	
  those	
  to	
  the	
  PortOps	
  team	
  and	
  give	
  them	
  a	
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-­‐

quently	
  deploy	
  resources	
  accordingly.	
  Lastly,	
  it	
  is	
  also	
  wise	
  to	
  link	
  

	
  Funds	
  that	
  place	
  a	
  premium	
  on	
  “transfor-­‐

partners	
  extrapolate	
  trends	
  from	
  the	
  companies	
  they	
  oversee.	
  PE	
  

investors	
  are	
  expert	
  at	
  macro	
  due	
  diligence	
  and	
  market	
  compari-­‐

sons	
  pouring	
  over	
  a	
  target	
  asset.	
  However,	
  the	
  “micro”	
  (meaning	
  a	
  

important.	
  Established	
  funds	
  will	
  have	
  historical	
  data	
  on	
  past	
  and	
  

one	
  factor	
  that	
  determines	
  how	
  a	
  deal	
  team	
  will	
  behave—such	
  as	
  

their	
  level	
  of	
  aggression	
  during	
  a	
  bid,	
  plus	
  what	
  terms	
  they	
  would	
  

the	
  rough	
  or	
  whether	
  a	
  “value”	
  buy	
  is	
  more	
  like	
  trying	
  to	
  catch	
  a	
  

falling	
  knife.

-­‐

or	
  can	
  trump	
  decades	
  of	
  more	
  relevant	
  experience.	
  The	
  successful	
  

not	
  just	
  IQ	
  that	
  we	
  care	
  about.”	
  The	
  caliber	
  of	
  the	
  head	
  of	
  the	
  

group—like	
  any	
  leadership	
  role—will	
  set	
  the	
  tone.	
  We	
  recommend	
  

that	
  you	
  aim	
  high	
  and	
  pay	
  aggressively.	
  The	
  right	
  leader	
  will	
  

execute	
  on	
  your	
  mandate	
  and	
  deliver	
  the	
  ROI	
  you	
  have	
  forecasted.	
  

To	
  quote	
  a	
  seasoned	
  PortOps	
  partner,	
  this	
  four-­‐step	
  guide	
  essen-­‐

tially	
  nails	
  the	
  point.	
  

1.	
  

the	
  medium-­‐term.	
  An	
  example	
  would	
  be	
  a	
  situation	
  where	
  an

underperforming	
  portfolio	
  company	
  wanted	
  to	
  spend	
  a

minimal	
  amount	
  of	
  money	
  for	
  a	
  pilot	
  project	
  on	
  a	
  huge

cost-­‐savings	
  initiative.	
  The	
  operating	
  partner	
  was	
  strongly

against	
  it,	
  since	
  it	
  was	
  discretionary	
  capex	
  and	
  the	
  business

was	
  behind	
  budget.	
  My	
  reaction	
  was	
  exactly	
  the	
  opposite—it

was	
  the	
  only	
  meaningful	
  opportunity	
  to	
  dramatically	
  improve

margins	
  during	
  our	
  hold	
  period	
  and	
  it	
  was	
  worth	
  the	
  risk.

2. 	
  This	
  seems	
  obvious,	
  but	
  operating

partners	
  can	
  sometimes	
  forget	
  the	
  organizational	
  limitations

of	
  PE-­‐owned	
  businesses,	
  and	
  can	
  take	
  a	
  “let’s	
  do	
  everything”

approach.

3. Maybe	
  not	
  true	
  for	
  mega-­‐

buyouts,	
  but	
  mid-­‐market	
  businesses	
  often	
  have	
  to	
  tolerate

B	
  players	
  at	
  some	
  positions.	
  Some	
  senior	
  managers	
  can	
  ride

those	
  guys	
  in	
  board	
  meetings	
  and	
  forget	
  that	
  in	
  difficult

geographies	
  with	
  moderate	
  pay	
  packages	
  it	
  might	
  be	
  very

difficult	
  to	
  recruit	
  (versus	
  their	
  prior	
  experience	
  where	
  they

have	
  a	
  much	
  deeper	
  pool	
  of	
  talent	
  from	
  which	
  to	
  draw).

4. 	
  I	
  find	
  it	
  is	
  sometimes	
  difficult	
  for

operating	
  partners	
  to	
  stop	
  themselves	
  from	
  running	
  the

business.	
  In	
  addition,	
  many	
  struggle	
  with	
  working	
  in	
  partner-­‐

ship	
  with	
  the	
  PE	
  firm.	
  A	
  collaborative	
  style	
  is	
  required	
  as	
  well

as	
  an	
  ability	
  to	
  forcefully	
  make	
  one’s	
  opinion	
  known	
  while

recognizing	
  they	
  may	
  get	
  overruled	
  sometimes.

	
  We	
  have	
  laid	
  out	
  

and	
  rewarding.	
  One	
  of	
  our	
  placed	
  candidates	
  told	
  us	
  two	
  years	
  into	
  

decision-­‐making,	
  and	
  every	
  day	
  I	
  feel	
  I	
  am	
  inner-­‐circle	
  in	
  helping	
  to	
  

solve	
  real	
  problems.	
  Everyone	
  is	
  smart	
  and	
  I	
  love	
  the	
  variety	
  of	
  

landed	
  on	
  a	
  beach	
  in	
  Normandy.	
  It	
  is	
  never	
  boring.”
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