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“Set your ego aside and open yourself up

to the possibilities. Our problems and the CASE STUDIES

corresponding solutions were right in

front of us. We just needed an outside Red Door Interactive

perspective to help us find them.”

- Reid Carr, President
Red Door Interactive

It seemed like everything was going well for Red Door Interactive, a
company that builds and manages its clients’ Internet presence. Since
its founding in 2002, Red Door had recorded exponential growth and
was now listed among both the top ad agencies and web developers by
the San Diego Business Journal. But despite strong revenue growth,
company owners were compensated at below-market rates, and profits
were not where the company wanted them to be. Clearly, something
needed to change.

Reid Carr, president of Red Door Interactive, was ready to take action.
But where should he start?

Westchester Associates, a Chairmen’s RoundTable (CRT) sponsor,
referred Carr to the CRT, a diverse group of seasoned executives who
offer free strategic counsel to growing businesses. “I was completely
open to the CRT’s mentorship process. In fact, | welcomed it,” said
Carr. “There’s no ego here. | had no doubt we could make operational
changes to increase profit and | was willing to do whatever it took to get
us there.”
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Although Red Door Interactive was seeing year over year revenue

Founded in 2002, Red Door I_nte’ractive growth, its profits were slipping away. After factoring in the below
builds and manages companies’ Internet market salaries of its owners, already-slim profit margins profits turned
presence. Offerlng site maintenance into a loss

programs, comprehensive web development

and Internet marketing plans, Red Door works - ,
with clients to provide a mix of services that The CRT mentors gathered initial data to understand the company’s

support clients’ business goals. business model. They looked at how projects were billed and reviewed
revenue categories. They also identified the key metrics that were
correlated to profitability on projects. “The whole process was
insightful,” said Carr. “It forced me to dissect where our money came
from and take a hard look at our billing structure, our clients, and our
service offerings. Through the process, we identified which revenue
categories were more profitable, and which clients were more profitable.
www.reddoor.biz Conversely, some types of projects and some clients were a clear
revenue drain. Armed with this information, it was easy to see what
needed to change.”
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About Chairmen’s RoundTable

The Chairmen’s RoundTable is a non-profit
volunteer organization comprised of
successful Chief Executive Officers with
diverse industry backgrounds who provide
businesses in San Diego County advice on
how to manage and grow their businesses
through a well-defined mentoring program.
CRT members provide this service free of
charge to qualified area businesses as a
way of giving back to the community.

For more information, please visit
www.chairmensroundtable.com

As part of its effort to gather the information CRT mentors requested,
the company revised its revenue tracking and reporting. This action
immediately moved the company closer to direct expense accounting.
New processes were implemented to track project profitability. Stand-
alone profit and loss statements were prepared for each business and
customer segment.

“We were able to identify some of the common characteristics of
unprofitable projects, services and clients,” said Carr. “We have used
this information to modify our billing rates, streamline our services and
create a profile for our ideal client.”

Armed with this valuable information, Carr acted swiftly to change the
mix of projects, clients and services. Revenues stayed on its aggressive
growth track and in just a few months after the mentoring assignment
concluded, profit margins trended up. For the first time in the company’s
history, the owners were able to set aside fair market salaries while
booking solid profits. “We're keeping our eye on the metrics,” said Carr.
“We understand what drives profitability and we have created an
environment, guided by better visibility, which pushes the entire
company toward delivering superior service while improving our
financial results.”

“Our CRT mentors forced us to look closely at our business,” said Carr.
“When you are entrenched in the day-to-day, you tend to look at surface
level issues. But working with CRT has taught me that that with the
right processes and systems in place, you can stay on top of what lies
below the surface. And that’s where you'll find the answers.”
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