dolgachov / iStock / Thinkstock

FIRST STEPS TO

PRACTICE
EXCELLENCE
& PROFITABILITY

PRACTICE
PROFITABILITY
GUIDE 2014

PRACTICAL TIPS AND HANDS-ON ADVICE TO HELP
GROW A MORE PROFITABLE PRACTICE
PRACTICE
PROFITABILITY
GUIDE

1

accountingWEB

Ievgen / Chepil / iStock / Thinkstock

Contents
3.

Introduction - Robert Lovell

4.

Profit strategies - Robert Lovell						
(Sponsored by BANKSTREAM)

6.

Marketing for a more profitable practice - Mark Lee 			
(Sponsored by CASEWARE)

8.

Value added services - Steve Pipe 						
(Sponsored by ABN AMRO)

10.

Technology - John Stokdyk 							
(Sponsored by XERO)

12.

Outsourcing - Nigel Harris 							
(Sponsored by SUNDARAM BUSINESS SERVICES)

14.

How to boost your profitability  - Heather Townsend & Jon Baker 		
(Sponsored by IRIS)

16.

What businesses really want from their accountant - Rachael Power
(Sponsored by EXACT)

18.

Selling and developing relationships - Richard Sergeant

PRACTICE
PROFITABILITY
GUIDE

2

accountingWEB

Drazen_ / iStock / Thinkstock

Introduction
Over the last few years AccountingWEB has helped accountants grapple with the challenges
that exist for established practices looking to become more profitable.
Technical skills alone are rarely sufficient. You also need to know how to attract and retain
the right kind of clients, how to run a profitable practice, how to embrace technology and
marketing, plus a range of other personal and business skills.
This guide covers all of the above and attempts to help accountants build successful and
profitable practices.
This guide presents short, well argued articles from some of the leading thinkers in practice
development, backed with simple, practical suggestions that you can put to work right away
in your firm.
Many of the examples and ideas have proved successful with firms taking part in
AccountingWEB’s Practice Excellence Programme. This brings together client satisfaction
surveys, the Practice Excellence Awards and a conference taking place in early November.
To continue receiving support and advice about your growth strategy, sign up to take part
in the programme by visiting: excellence.accountingweb.co.uk

Rob Lovell,

Deputy editor of
AccountingWEB.co.uk
www.accountingweb.co.uk
@robertdlovell
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Profit strategies
Rob Lovell
Coming up with a strategy is perhaps the most important step you will take on the path to
making your practice more profitable. Robert Lovell explores some of the main approaches to
help you get there.
There’s no secret formula to becoming more
profitable, but a good starting point is learning
from those who have had success. By reading the
chapters of this guide, you’ll find it’s all about making
incremental improvements and coming up with a
structured approach to fostering change and opening
up profit bottlenecks.

“...when firms
implement an overt
strategy of offering
business advisory
services, their
compliance services
increase.”

As you will have no doubt
heard multiple times
already accounting is
more than just tax and
compliance. Introducing
new accounting services like
benchmarking, cashflow
forecasting, marketing and
strategic advice will increase productivity, stimulate
growth and maximise profits for you and your clients.
Expand your services
Accountants should be able to exploit their “trusted
adviser” status to broaden offerings and become
indispensable to clients in new ways such as
management accounting, wealth advice, succession
planning, business growth and technology advice.
Principa founder Ric Payne explained why firms
should offer business advice: “If you really care
about your clients and you can see that they are not
achieving their full potential, then you will logically
want to do something about it either by partnering
with an advisory specialist or building that capability
in house. As the saying goes – if you want to earn
more you need to be more valuable.”
Business advisory services rarely exceed 10% of the
profession’s overall fees, which opens up huge
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opportunities where non-accountants may be
providing these services.
“They don’t know what they don’t know,” said Payne.
“One of the things we know is that when firms
implement an overt strategy of offering business
advisory services, their compliance services increase.
Even though it may not be coming from the same
people, they end up with more compliance work
and more business advisory work because of better
positioning.”
For those who are keen to offer business advice, but
don’t know where to start, Payne offers the same
advice he would give to someone who wanted to be
a good skier: “Start and practise. You’ll be amazed
at the progress. Just do it - find a mentor, get some
tools, invest some time in developing some expertise,
design and implement a minimum viable service with
a trusted client, gather feedback from that experience,
make adjustments and keep the do-review-redo loop
going.”
However AVN founder
Steve Pipe added that
making the shift to
advisory services does
pose a challenge for
accountants: “They
need to ensure they’ve
got the competence
to be comfortable and
confident doing it.

“Identifying the right
numbers, putting
measures in place and
monitoring them is a
natural extension of
accountancy work, but
too few accountants are
doing it.”

“Identifying the right numbers, putting measures in
place and monitoring them is a natural extension of
accountancy work, but too few accountants are doing
it,” Pipe said.
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Segment your way to success
For any growing practice, the most important thing is
knowing who your ideal clients are.
Once you have identified what they want, you
can provide a better service and enhance client
relationships.
Customer segmentation is accepted as one of the best
strategies to achieve this.
By focusing on your ideal client you can work out
who’s going to give you more growth and more profits.
One of the greatest challenges is knowing what to
segment. A good place to start is by focusing on the
clients you believe will be most profitable. You should
be aiming to reach them with targeted messaging.

Mark Lee is a big fan of targeting prospective clients
who have more in common than simply being owner/
managers or SMEs.
“One of the most compelling ways to win new clients
is by talking with them about existing clients who are
like them. You can share more powerful and relevant
stories about how ‘similar’ clients had specific issues
and problems and how these have now been resolved
since working with you,” he said.
Segmentation has developed in tandem with
CRM systems. Most firms already store contacts
electronically, but if you hold the information in a
CRM database, it is easier to track and measure your
contacts and marketing efforts over time.

By segmenting existing clients into groups you can
also identify who spends what when, which can help
you devise new products, services and marketing
campaigns to get them to buy more. But complex
segmentation can lead to increased expense in
message testing and research, particularly if you create
too many segments.

Lessons from the 2013
Practice Excellence Awards
AccountingWEB’s 2013 Practice Excellence
Awards survey of more than 3,700 clients
found that only 40-50% were aware their
accountants offered business planning
services.
Up to 60% knew about management accounts
services and just 17-45% regarding wealth
management.
There’s clearly a lot of room for growth in all of
these areas.
In the survey the availability of such
services wasn’t a huge factor in overall client
satisfaction. Improving this aspect of the firm’s
performance, and ultimately its profitability,
lies in how you present these services and
match them to client needs.  In simple terms,
it is about “making them feel special”.
Practice guru David Maister said the key traits
of a trusted adviser are similar to being good at
romance.
“You must care, listen, be sensitive to moods,
on their side, worry about them as much as
the problem, bring flowers on unexpected
occasions (or whatever the gender-specific
action is).”
“We go with those who earn our confidence by
demonstrating, not those who hustle us.”
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Marketing for a more
profitable practice
Mark Lee
If you’re like most accountants you have resisted the all too common advice that you MUST
focus on a niche. It’s not true anyway. You should only do what works for you and enables you
to be as profitable as you want to be, explains Mark Lee.
Stand out from the croud
Plenty of accountants build profitable practices
by taking on all-comers and without specialising.
However it also seems clear that you can do this faster
if you are able to articulate what makes you and your
practice STANDOUT. This is not the same as trying
to craft a so-called unique selling proposition (USP).
Indeed it’s hard to think of any way in which a service
provider could be truly unique.
Instead, I recommend that you think of those clients
you enjoy working with most, those that seem to
appreciate your efforts, pay
you a good fee promptly
“The more you can talk
without a fuss and with
consistently about a
whom you have most
particular type of client,
affinity. You want more like
the easier you will make
that don’t you? The others
it for your contacts
tend to be less profitable
to identify more such
so it probably makes sense
clients..”
to focus on marketing to
generate more of the profitable client types.
The more you can talk consistently about a particular
type of client, the easier you will make it for your
contacts to identify more such clients. One reason it
will be easier for them is that you will STANDOUT
as compared with all of those other accountants
who all seem to do the same things for anyone and
everyone. They are less referable and less easy to
recommend.
Of course ‘doing a good job’ always helps but that
goes without saying. If you want to grow a more
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profitable practice you need to take a more active role
in your marketing. This means being able to articulate
better who you help and why they choose to come to
you. Again, the more focused you can be the easier it is
for others to remember you – as distinct from all the
other accountants out there.
Your online presence
What you say though needs to have an online echo.
By this I mean your website and online profiles need
to echo what you say to people when marketing your
practice. If there are inconsistencies this can damage
your credibility and negate the impact of your stories
and marketing messages. So if you do decide to
evidence a specialist focus or niche do ensure there
is a clearly signposted page
on your website that echoes
“...plenty of profitable
what you’re saying. And
practices have more
ensure that it also gets a
than one niche or area
suitable mention on your
of specialism.”
LinkedIn profile.
May I also stress please that plenty of profitable
practices have more than one niche or area of
specialism. Others might have a mixed bag of
clients but still highlight their distinct focus in their
marketing messages.
Don’t claim to be all things to all clients
They resist the temptation to claim to be all things
to all people, as they know this doesn’t enable them
to STANDOUT and to be memorable. Accountants
who are unable to do this may still get enough new
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Mark Lee
client introductions but are they profitable leads? Will
talking to and taking on anyone and everyone help
you build a more profitable practice? Possibly. Is it the
fastest and easiest way to do so? Probably not.

practice is on an expansion kick and that you would
welcome an introduction.
2. Look up anyone so referred to you and check out their

website and LinkedIn profile. Connect with them and
then call them by reference to the referral you have

Word of mouth

received. Do not try to sell yourself to them. Ask

Many accountants claim to secure the majority of their
new clients through word
of mouth referrals. How
“Many accountants
often is this planned and
claim to secure the
maximised? More often
majority of their new
than not it seems to be
clients through word of
almost accidental and not a
mouth referrals. How
result of any co-ordinated
often is this planned
activity.

questions about their business and ambitions – in so
doing you will evidence your expertise. When the
time is right they will come back to you.

Low-cost marketing
activities
Local adverts
This is a simple form of passive advertising

and maximised?”

Here is a way you could
take control of this marketing and so build a more
profitable practice:

Website
It’s more important that this is professional. It
doesn’t need to be sophisticated

1. Ask your best clients who else they know who

Pay-per-click
Ensure that the landing page on your website
echoes the wording on your advert

operates in the same niche or area and who doesn’t
compete directly with them. You might tell them your

Networking
The real value comes from following up with
the people you meet
Collaborate
Find local service providers targeting the same
people as you
LinkedIn
Ensure your profile is complete and
compelling. You can also use the free facility to
generate leads
Online directories
Start with the free listings
Breakfast clubs
Remember that each group operates a
different model
Business cards
Make sure they promote you effectively and
not as being ‘cheap’
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Value added services
Steve Pipe
Every accountant can help clients with their compliance needs. But adding value, of course,
means doing more than simply that, explains Steve Pipe.
Eight of the main ways we can “add value” is by
proactively giving clients advice, support and guidance
that helps them to improve their:
1. Profits:

Help them to grow, not merely cut costs
2. Cashflow:

Help them to understand, plan, and manage
cashflow, raise funds and collect what they are owed
3. Personal income:

Increase what they take home, net of income-related
taxes
4. Other tax bills:

Reduce them as far as the client wants, within the
confines of the law
5. Business value:

Make it more successful and saleable
6. Personal wealth:

So that they are able to retire when they want and in
the style they want
7. Work-life balance:

Through a business that runs more smoothly, with
fewer problems, less stress and fewer demands on
its owners
8. Improving the financial situation of key

family members:
Through education funding, the “Bank of Mum and
Dad” and more effective intergenerational
transferring of wealth

When you help in any of one of these ways your clients
will be grateful. But when you help in many or all of
them your clients will be raving fans. And raving fans
willingly pay premium fees, stay as clients for ever,
and are a brilliant source of referrals.
Every firm that cares about its clients, and cares about
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its own future, must develop the skills it needs to add
value in these ways.
The best way to turn your adding-value skills
into profits
For many firms, the real challenge is not acquiring
the skills they need to add value in these ways. That
is relatively easy. Often the far bigger challenge, once
you have acquired the skills, is getting your clients to
believe that you really can make a bigger difference in
these areas.
The best way to launch your added value services is by
running a case study seminar.
Launching with a case study seminar
The most effective case study seminar I have ever seen
shows how Dave, a small business owner turning over
£100,000 at the start of the story, gets an extra £2.3m
net of all taxes and costs over 25 years of working with
a really good accountant.

“The best way to launch
That sort of amount of extra
your added value
cash almost sounds too good
services
is by running a
to be true, and no doubt it
case
study
seminar.”
also seems that way to the
audience at the outset. But
their scepticism disappears quickly.
As each chapter in Dave’s story is explained, the
audience are shown what he did and how much
extra net cash flowed into his bank account as a
consequence, and hear how they could achieve
equivalent inflows into their own bank accounts by
doing the same sort of things.
None of the extra cash comes from any kind of
investments, financial products, stocks and shares
or property. It all comes from really good business
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Steve Pipe
common sense, financial discipline and tax planning.
All the things clients should expect a good accountant
to be helping them with.
The seminar really grabs their attention and makes
them excited about achieving similar results for
themselves.

• Benchmarking the business against others to see

what else is possible
• Using sensitivity software to

help understand the positive
impact of increasing prices
• Reclassifying much of the

cost of buying a commercial
property for the business

It comes from:

so that he receives greatly

• Incorporating the business, capitalising goodwill

and drawing down the resulting loan account
• Further profit extraction planning once the loan

increased capital allowances
• Making the business more valuable when

he retires by making it more profitable and

account has been repaid
• Creating a mathematically precise “Success

“Build a model to
see what drives the
profitability of the
business and use
it to measure the
impact of new profit
improvement ideas”

Driver Map” to see exactly
what drives the profitability

Creating a monthly ‘One
Page Plan’ that gives all
the financial and nonfinancial information
to get better results by
making better decisions

professionally run
• Credit control improvements
• Systemising other key aspects of the business

of the business, using it to

• Inter-generational planning – such IHT and care

measure the impact of new

fee mitigation for parents, an elderly Aunt who

profit improvement ideas,

also wants to leave her estate to him, and on his

and building ideas that work

own estate for the benefit of his children

into the business’s systems

So my advice is simple: Get your added value services
off to a flying start by running that kind of case study
seminar.

The results you will get
Sole practitioner Phil Ellerby ran a case study
seminar in March:
“39 people attended, and every single one of them
said that it was exactly the kind of input they
wanted from an accountant. 24 were in a position
to buy from us – and 13 paid £250 via the
feedback form to take the next step. Six of those
who paid £250 are now brand new clients for
us, which is fantastic. A further six people used
the feedback forms to ask us to help them with
something else that was covered by the seminar..”
“So that only leaves five decision makers who
attended who haven’t said “yes” yet. And since
every single delegate estimated that the seminar
would help them to add at least £500,000 to
their bank accounts (one put it at £20m), it is
only a matter of time before those last five start
working with us too!”
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Technology
John Stokdyk
AccountingWEB’s Practice Excellence Awards offer some unique insights into how technology
is being successfully applied within the profession. John Stokdyk passes on tips based on what
shortlisted firms were doing.
“Coalesco is a truly client-focused firm, but we make
extensive use of technology to maintain that human
touch,” said Linda Frier, the principal of our 2013
small firm winner. “That’s how we are able to run a
cost-effective small practice with lots of clients.”
Linda’s philosophy epitomises how smart accountants
are exploiting all the tools at their disposal not just
to streamline their processes and cut costs, but
to improve the quality of their client service - and
ultimately their profitability.
Client relationship management
Client satisfaction is the bedrock for successful
practice growth. And the best way to make your clients
happy is to ensure they know they are important to
you and that you understand their business. This all
comes down to good communication.
Without exception, firms shortlisted for the Practice
Excellence Awards last year held regular face-toface meetings with clients, and followed up these
review sessions with pro-active telephone and email
contacts. Technology has greatly reduced the cost
of communicating with clients, and introduced an
abundance of new ways to reach them.
To be effective, though, you need to know who to
communicate with, when, and about which topics.
A CRM database lies at the heart of the Coalesco
operation. Staff at the firm meticulously log their
work in the system, and use it to set deadlines when
information is due. The system will then dispatch
reminders automatically if clients are slow to respond.
The software also controls the internal flow of work
within the firm to ensure deadlines are met and gives
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everyone a common view of what tasks have been
completed and what still needs to be done.
If a client calls, whoever handles the query can access
an up-to-date view and respond appropriately,
reinforcing the perception that Coalesco is on the ball
and that the client matters to them.
Cloud collaboration
Cloud technology is rapidly establishing itself among
top-performing firms. The technology provides a
direct connection between accountants and their
clients.
Client web portals made significant advances during
the past year. They make it much easier to store
documents securely so they are available when
needed. Clients can be trained to upload documents
when they arrive rather than holding up the firm’s
work by sitting on batches of vital information. Many
portals will also handle authorisations electronically
when filing deadlines start to get tight.
York-based CGA, shortlisted in the PEA medium-firm
category in 2013, demonstrated how the benefits of
portal technology work both ways. The firm itself
noted how the rapid take-up
of its web portal had helped
“Clients find it very
its internal workflow and
helpful to share
ensured that clients get their
documents via a web
tax returns and accounts
portal.”
more quickly. This was
reinforced by a client who
commented, “Having a paperless environment is
very helpful as all documents can be shared via the
portal. Their communication is excellent and always
keeps us up-to-date.”
10
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Online bookkeeping has been around longer than web
portals, but continues to offer accountants all sorts of
ways to make a difference, most notably as a platform
for virtual FD services, reviewing live figures with
clients and using them as a springboard for offering
business advice.
Confirming this trend, PEA13 small firm nominee
Atkinsons said using cloud accounting technology
enabled it to be more proactive with clients and stay
ahead of the market:  “We’re busier, but with more
interesting and better paid work.”
Management reporting
Successful firms recognise that technology is just a
tool - what really makes the difference is how they
apply it. With all the cloud and client management
tools at their disposal, many firms shortlisted for the
Practice Excellence Awards were marked out by the
effort and skill they put into delivering compelling
management information.

Coalesco, for example, prepares KPI reports for
all limited company clients and presents them in
a dashboard-style management accounts template
that helps the client understand the figures and see
underlying trends.
Partners at PEA13 winner Milsted Langdon,
meanwhile, are issued with iPads as standard.
Extending this flexibility to clients, the firm’s
specialist business intelligence team has configured
management reports so they can be delivered via
smartphones or tablet devices. This approach ensures
clients get information to make important business
decisions in a way that suits them - the essence of
good communication.

Practice Excellence
profitability tips
• Offer monthly management reporting

services, or undertake regular profit
reviews and benchmarking reports
• Use the cloud to support online

bookkeeping and document sharing portals
• Client relationship management: Schedule

and track face-to-face meetings, telephone
calls and email communication with
clients; also identify and record clients’
preferences for how they would like you to
contact them
• Targeted marketing: Identify ideal clients

and target them with specialist services
• Sales automation: Manage and measure

client referrals
• Monitor client satisfaction via surveys and

asking for feedback; analyse what they say
and act on your findings
• Look for continuous improvement: Use

whatever tools you think will be most
appropriate to achieve visible gains. Each
step you take will build on previous efforts
to make your firm more profitable
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Outsourcing
Nigel Harris
In a world of increasing automation and smart IT solutions, it might surprise some observers
to find that accountancy practices are facing a steady demand for a wide range of outsourced
services, from traditional payroll and bookkeeping support to providing virtual finance
directors. And why not, asks Nigel Harris.
As accountants, we have a huge breadth and depth of
skills and experience that small and growing business
owners can buy in as and when they require them. At
a stage in their growth before they can afford, say, an
in-house payroll clerk or part-time FD, we can provide
a flexible, cost-effective solution that can grow with
them (at least until they are ready to recruit their own
people).
Add value to basic compliance
At the lower end of the value scale, we can provide
basic compliance services – payroll, bookkeeping or
VAT returns. For a very small business, it is often
very cost-effective to outsource these services, and
who better to supply them than a trusted adviser in
the form of their existing accountant? Some firms
will employ accounting technicians to carry out
this work, while others will prefer to subcontract
it – i.e. outsource it themselves – to self-employed
bookkeepers whose hourly rates are lower than
the accounting firm’s staff. The latter is a practical
solution if your firm
focuses on providing
“Introducing them to a
higher fee, “value-added”,
reliable third party can
services rather than basic
help cement the client
compliance services.

relationship.”

If you would otherwise be
unable to help clients yourself, introducing them
to a reliable third-party can help cement the client
relationship even if you have to give work away in
the short-term. Both options, properly priced and
managed, will provide a regular stream of profitable
work. If you can gear up to handle a reasonable
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volume of this type of work you can generate good
profits from it.
Taking outsourcing to the next level, we can add
value to these basic compliance services. You could
team up with a law firm or employment specialist to
provide HR support alongside your payroll service.
An obvious extension of bookkeeping is to provide
regular management accounts and report on key
performance indicators (KPIs). Indeed, with most
accounting software you can produce such data with
minimal extra effort, allowing you to earn extra fees
by spending time with clients explaining the figures to
them.
Become a virtual FD
For more ambitious and financially sophisticated
clients there is scope to make the logical progression
to providing a virtual FD service, attending board
meetings, advising the directors on performance,
developing and monitoring budgets and carrying out
ongoing tax planning based on real-time management
data (which your firm may well be producing too).
Such services will command high fees for qualified
accountants at partner or senior manager level,
provide greater job satisfaction for those delivering
them and help the firm retain high flyers who might
otherwise be tempted to leave in search of new
challenges. When the client decides they are ready
to recruit their own FD, there’s one final service we
can supply – helping them select and recruit the right
person, vetting applications and participating in the
interview process.
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Outsource your own work
What we have described so far might be described as
“in-sourcing” from the accounting firm’s perspective.
However, many profitable firms have built their
success in recent years on outsourcing their own
work, i.e. subcontracting some or all of their routine
compliance work to lower cost providers in the UK or
abroad. Financially it makes sense – the outsourcing
provider represents an infinitely flexible resource
charged only by the hour
for work done. If you have
“Turnaround times
no work they don’t have to
are improved with no
be paid. When you’re busy,
loss of service once
they can process one, 10
proceduresare in place,
or 20 jobs simultaneously.
but some investment
An added advantage of
is required initially to
outsourcing abroad to
set up an outsourcing
somewhere like India is
relationship.”
not only the relatively
low hourly rates but the time difference which means
that a lot of work is effectively done overnight for UK
clients.

Turnaround times are improved with no loss of service
quality once the working relationship and procedures
are in place, but be aware that some time investment is
required initially to set up an outsourcing relationship.
Indeed some firms have only been comfortable with
the arrangement after they have visited the proposed
supplier in India or wherever they are based. In its
UK base, the firm using such a service can generally
operate with a smaller core workforce of more highly
qualified staff as all lower fee work is outsourced, all of
which maximises profitability.
Bookkeeping, payroll, tax return preparation and
accounts production are all widely outsourced in
this way. If this is of interest, to you a good place to
start would be to find and speak to firms who already
do this or seek referrals from a practice support
organisation such as 2020 Group or AVN.
Whether you are a supplier, customer or both,
outsourcing offers huge potential to increase the
profitability of your firm. You need to give it serious
consideration.

Typical accountancy-related
outsourced activities
• Bookkeeping for clients - clients can be

helped to get started using an online
bookkeeping package or introduced to a
third-party bookkeeper
• Payroll services for clients
• Company secretarial work for clients
• Tax planning and support - in effect avoiding

the cost of having high level tax expertise in
house and on tap 5 days a week
• Provision of credit to clients who want time

to pay their fees
• Writing newsletters for clients
• Tax return preparation work
• Office-related facilities – such as telephone

answering, typing and transcription
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How to boost your profitability
Heather Townsend & Jon Baker
Specialist business coaches for accountants Heather Townsend and Jon Baker explore why
many practices are not profitable, or as profitable as they could be.
Uncontrolled growth
Any business owner will tell you that growth comes
at a cost. However, uncontrolled growth is not only
highly expensive, but can be emotionally draining.
You don’t have to be a qualified accountant to realise
that a sole practitioner
working out of a home
“To avoid being a
office is going to have a
victim of uncontrolled
very different level of costs
growth needs careful
and business expenses,
management...”
compared to a practice
with five or more people.
However, we often see that the pricing structure,
processes/systems and business model of a practice
doesn’t significantly change as the practice grows.
This leads to inefficiencies and, often, a very slim
profit margin. As a consequence practice owners often
self-fund their growth (whether through their own
savings, a bank loan or not taking a wage) until they
have built up enough clients and GRF to balance out
their higher fixed costs.
To avoid being a victim of uncontrolled growth needs
careful management; such as having a three-year plan
for how your structure will grow.
Long tail of unprofitable clients
The 80/20 rule often applies with accountancy
practices, i.e. 20% of your clients will bring in 80% of
your firm’s profits. The reason for this is many firms
have a very long tail of unprofitable or legacy clients.
As a firm’s fixed costs rise, the fees to these small
clients don’t rise to maintain the firm’s current or
planned profit margin. As a result these clients then
become unprofitable.
Most firms if they did a detailed client portfolio
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analysis would identify a group of clients who are
currently unprofitable. To help increase a firm’s
profitability, these clients either need a fee rise, to be
serviced differently, or passed onto another firm. A
quick health warning: The best time to exit clients is
when your firm is up to capacity and needs to create
some breathing space before recruiting in an extra
pair of hands.
Fighting on price not service
When you decide to go to market based on price, you
are committed, in order to generate a decent level of
profit, to build a high volume, highly efficient practice.
Very few established practices are actually geared
up to this kind of business
model.

“Highly profitable
practices tend to leave
themselves the room
to think proactively for
their clients.”

When your budget for a
client is squeezed, i.e. you
are fighting on price alone,
it is difficult to think and act
proactively for the client.
Consequently this leads to an ‘average’ service level
and limited opportunity to upsell or cross-sell to
the client. Highly profitable practices tend to leave
themselves the room to think proactively for their
clients. This results in a higher client service level,
which tends to lead to a greater number of referrals.
In turn this reduces the amount of hours needed for
business development, which increases the capacity
and profit margin of a practice.
Poor people leadership and management
In our research and conversations with clients the
biggest fear of any small practice owner is keeping
and retaining their staff. As any practice owner will
tell you it is difficult to attract high quality staff

14

accountingWEB

How to boost your profitability
Heather Townsend & Jon Baker
members – consequently you will do everything you
can to keep the good ones. As a result, many practice
owners will put up with mediocre performance from
their staff. Either because that is all they expect, or
they are scared of the potential downsides of setting
high expectations for staff and their performance.
Many firms would find that
their profit margin would
“To avoid being a
increase significantly if
victim of uncontrolled
they could get more out of
growth needs careful
their current employees.
management...”
To do this takes strong
people leadership and
a commitment to creating a practice with highly
engaged staff. However, many practice owners have
not had the benefit of working for good people leaders,
or high quality leadership and people management
training. Is it any wonder that very few practice
owners manage to build a high performing team
beneath them?

Wasted and unfocused marketing spend
Very often we come across practices, which indulge
in ‘pray and spray marketing’. In other words, they
spend their time doing large amounts of business
development activity, hoping that someone will notice
and buy from them. This type of marketing approach
tends to be largely ineffective and very often mentally
draining.
If you want to increase your marketing effectiveness,
then you need to get very, very specific about the type
of business and client you want to attract. Most small
accountancy firms (and often the larger firms too)
struggle to do this. After all how many times have you
heard an accountant talk about only working with
OMBs, growing businesses, entrepreneurs and SMEs?

Profitability resources and
links
Websites
• ventureNow - for advice on growing your

team and generating high quality leads
• GrowthAccelerator - for information about

the government initiative to help growing
businesses

Books
• Professional Services Marketing: How the

best firms build premier brands, thriving
lead generation engines, and cultures of
business development success. Mike Schultz,
John E. Doerr, Lee Frederikson
• The Go-To Expert, Townsend and Baker
• The FT Guide To Leadership: How to lead

effectively and get results. Marianne Abib
Pech
• The FT Essential Guide To Leading your

team: How to set goals, measure performance
and reward talent. Graham Yemm

PRACTICE
PROFITABILITY
GUIDE

15

accountingWEB

moodboard / Thinkstock

Sponsored by

What businesses really want
from their accountant
Rachael Power
Unless you’re a mind-reader or fortune teller, you’re never really going to gauge completely
what a client or prospect wants from their accountant.
To help uncover some of the secrets Rachael Power
spoke to two Bristol-based businesses to shed some
light on what the most important elements of a clientaccountant relationship are.
Despite the varying nature of their operations - a
not-for-profit homeless charity and an online t-shirt
business - what they need from an accountant turned
out to be very similar.

Take an interest in your clients businesses
Pat Wood, owner of T-shirt company TruffleShuffle
has learned what’s important to him and his business,
after a bad experience with an accounting firm.
Previously, the firm he was with for a number of
years had a partner that used to deal with his firm’s
accounts - someone genuinely interested in Wood’s
business.
“We had this wonderful chap who used to look after
us and would drop in every couple of months. He’d sit
in our board room and tell
us what he thought of our
“He actually cared
T-shirt designs - he actually
about what we did in
cared about what we did in
our business”
our business,” Wood said.
But once that partner left the firm, Wood quickly
found out that he was dissatisfied at losing the
personal relationship he had with him, as the firm
only then took to contacting him once a year to
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remind him his Companies House accounts were due.
Paying thousands of pounds a year for the service
from a top 10 accounting firm, Wood decided to leave
for a smaller firm, with whom he has an improved
personal relationship.
“I would have expected a better service. If I’m
spending a lot of money, I’d like a smile at the end of
it,” he said.
Wood added that in addition to a feeling of personal
interest in his business, an easily accessible
geographical location is also a necessity for him and
his company, as well as the ability to provide business
advice.

Become a trusted business adviser
In contrast, the other business owner, Richard
Pendlebury, chief executive of charity Emmaus Bristol
has a positive relationship with his current accounting
firm and has been with them for more than a decade.
As well as his lasting relationship with his firm, he
said he needed an accountant who could provide
business and forward-planning skills.
“You do need to do the historical stuff like producing
accounts but what most of us need to know is what the
future looks like,” he added.
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What businesses really want from their accountant
Rachael Power
“Most clients want to
feel like they’re being
treated like individuals.
When they’re not, then
that’s when the whole
thing falls apart.”

Not clock-watching or
charging for extra bits of
advice he may need during
the year are two things
his current firm do well,
Pendlebury added, giving
him a sense of security.

Top 10 things businesses
want from their accountant
1. Genuine interest in their work

If you take an interest in the work your
small-to-medium-sized business client is
providing, the chances are they’ll engage all

“Just being there is what
we want. I feel secure with them. Most clients want to
feel like they’re being treated like individuals. When
they’re not, then that’s when the whole thing falls
apart,” he said.

the better with you for it
2. Treat them like individuals

No one wants to be treated like just another
number. Calling up a client for a chat now
and again as opposed to when their accounts
are due will help build rapport and show you

So no matter what line of work your small to medium
size business client is involved in, having a genuine
interest in what they do, developing a personal but
professional relationship and providing good business.  
planning services are some of the elements they want
that will ensure you’re retained.

care
3. Don’t clock-watch

If a client needs a small piece of advice or
small ‘extras’ during the year, see if you can
do it without watching the clock. However,
do (subtly) make them aware of the value
you’re bringing them
4. Business planning advice

Whether it’s an added-value service or part
and parcel of your offerings, small to medium
sized businesses appreciate any financial
forecasting, business planning tips and
glimpses into the future accountants can offer
5. Tax compliance

This should be standard practice, but clients
rely on you getting this right
6. Cashflow

Help clients understand how cash moves
through their business and come up with
ways to improve it over the course of your
engagement
7. Save them some tax

Look at the things you can do to legally
minimise tax for your client
8. Come up with a game plan

Know what your client’s aspirations and
plans in life are, and then come up with a
strategy
9. Proactivity

Keep on top of things and alert clients when
you can help
10. Good communication & no surprises

This must be done in a timely and careful
manner. Always provide a quote for
everything and give an upper limit for your
services
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Selling and developing
relationships
Richard Sergeant
PracticeWEB managing director Richard Sergeant argues there is a misconception that
selling is something of a dirty word in the accountancy profession. My experience though, is
that many partners have more than adequate skills to win business and develop profitable
relationships, and that if anything might be missing it’s some structured thinking around who
to sell to and how.
Anecdotally, partners tell us “get me in front of a
business owner, and I can do the rest.” Research
that we’ve carried out at PracticeWEB tells us that
the most common sales and marketing issues for
accountancy practices are:
• lead generation
• finding the right type of client

If you’re converting web visitors to leads then this
means having high value content which prospects can
access by filling in a short form. If your efforts involve
offline networking, then make sure you add the
details from the business cards you collect to the
system as soon as you possibly can
2. Follow up FAST

You need to be in touch with your prospects in some
form before they forget who you are. This usually
means within a day or two of their first contact with

Lead generation
The process of converting the casual website visitor
or business card gained at
a networking event into
“If you’re converting
a business relationship
web visitors to leads
can be a daunting one.
then this means having
With countless tools and
high value content
tactics and an almost equal
which prospects can
number of experts eager
access by filling in a
to advise on which ones to
short form.”
use, it’s little wonder that
this area of sales and marketing can get confusing.

you. At this point, prospects often won’t be ready to
become clients, so don’t be pushy; the aim is to keep
their interest and qualify them as a prospect
3. Communicate regularly

Keep communications
regular and meaningful to
establish your firm’s
credibility and make sure
that when your contacts
are ready to become
somebody’s client, you are
on the list and possibly at

Whatever strategy, tactics and tools you employ, there
are a few simple rules that will make lead generation a
more efficient and successful process:
1. Capture data

the top of it. Provide news and information that is
useful to your prospects and that makes it easier for
them to manage their business
4. Personalise the experience

There’s plenty of research

It’s vital that you get prospect data added to your

out there that proves the value of highly targeted

subscriber database, CRM, or practice management

communications in terms of improving conversion

system, and if you don’t use one of these, you should.
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“Personalise marketing
emails with the
prospect’s first name
and make sure the
email comes from a real
person.”

rates for sales
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Selling and developing relationships
Richard Sergeant
PracticeWEB uses a tool called prospect profiling
to make this more effective. If you are using an
email tool to “mass mail” prospects, ensure that you
personalise emails with their first name and make
sure the email has the appearance of having been sent
by a real person (use a partner’s email address and

So how can we define ‘right’?
Besides any hard qualifying factors, there are three
areas for consideration:
1. Is the client a good cultural fit for you and your firm?

Do your businesses share common or supporting

name).

In addition to increasing conversion rates and making
sure you achieve the sales requirements of your
practice, following these rules will improve utilisation
and therefore profitability by taking the man-hours
out of selling.
Finding the ‘right type’ of client
In order to find them, we need to define the ‘right type’
of client, which is harder than it sounds.
Much has been made of how professional services
firms should exploit a niche, but even firms with sector
specialisms can find that clients who look perfect on
paper can be a pain.

values?
2. Are they a good personal fit? Do you get on with

them? After Is the client a good cultural fit for you
and your firm? Do your businesses share common
or supporting values?
3. Is there a mutual respect? Do you trust each other?

      Will they take your advice? Will they pay you on time?

Whether or not your firm services a niche, applying
these tests (looking to answer at least two of these
questions with yes) before
you start work for a new
client ensures that you are
“Do you get on with
able to add value for your
them? If you don’t
clients, going beyond
like
somebody, how
compliance, and that your
well can you expect
relationships are mutually
to develop a business
beneficial, enjoyable, and
relationship in the long
profitable.

term?”

Seven questions you should
ask yourself
Sales leads checklist
1. Do you add prospect information to a

subscriber database, CRM, or practice
management system?
• Do you follow up leads in a timely fashion?
• Are your communications regular and

relevant?
• Are your communications personal?

Finding the right type of clients
• Are they a good cultural fit?
• Are they a good personal fit?
• Is there mutual respect?
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