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Introduction
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with your core values? Fexample apersonalsense of accomplishment, a secure and

profitable enterprise to take into retement? A desire to work with people yawst and

who appreciate youvalueto them? These may be key drivers to your business and

professonal decisions. The followingages are unabashedly concerned with building a

success bookkeeping businekspefullyalso aligning with your key values

Gods setting is important in any endeavour, but for bookkeeractitionersthere are
particularobstacles that may get in their way. Some are mindset obstacles. Consider some
of the mistakes bookkeepingractitionersmake:

 BookkeeperRk2y Qi OKI NBS Sy2dzaK

1 Bookkeeperdelievethat building a bookkeeping business is about doing the books
 BookkeeperRk2y Qi R2 |yeée YINJSGAYS3

1 BookkeeperR2 y Qi OK I NB SQpfréNJ WNBE & O0dzS 220 4

1 Bookkeeperdelievethat accountantscan become a referral source
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f Bookkeeper® 2 y Q 8t ink& jaE®onal website (a URL address is not a website)
1 Bookkeeperdiave no system for attracting new clients.
Thereare many others and there armiticaltools needed to ensure:
1 How to position your firm andifferentiate yourself from thecompetitor
1 How to leverage technology and operate smarter
1 How to generate morenboundleads to your bookkeeping business.

So what are the actions required to meet swittallenge8 One such dion is to take steps
to implement a price structure that reflects thealue of your service. There are many others
which are covered in these pages.
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Working with the right clients

Getting a client; any client is a@od thing, right? Wrong! The wng client may well be the

client who wants the cheapest serviog worse still, the client that me@sdemandsover

and above the agreed service level and who questions your billing at every turn. To this type
of client you are merely a grudge purchase.

Signing up a new client seemed easy, but soon it becatees tha there is not a god fit

gAOK (KS WyoNRBegdddhav® & prdgaésirategyc for on boardingd KS  WNA 3K G Q
client. Start with a conversation about doing a quick review of the books of the business.

Charge a fee for this service (check out sty averagesut it may be in the range of $250

to $750).

Typically there will be a need for sonweanup work and this sets the scene for a billing

process (see morkately). In essence then-boardg process should be under tigeneral

themeofda Yy SERAf 2aAaé I yR O empagsushNdaivariSheetdzL) dza A y 3
Here you aredentifyingthere major issues and pain points.

Later in theguidewe will be looking at the case for specialling in a niche industry. For early
stagepractitioners who may not have traction in a category yet, your business processes are
not strong enough yet. So there no way to know whether your services can result in a
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premium pricing outcome for your practice. You need to establish a functionaldsssin
baseline first. You need your bageneralfoundation first before specialising.
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Best practice in pricing
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What is your service as a bookkeeping practitioner worth? Can an hour of your time have a
priceonit? ltshouldcomR2 gy (B GBRBABYABNIAOSAT YySOSNI GAYS
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Do any of these statements relate to you? If they do, continue reading right untilntee
this guide. It will reward you well into your career.

f ,2dz NB aA0] 2F NHzyyAy3d GKS WLINAROS O2YLJ N
 You want to increase SMB clients

1 You want to increase your price for new clients

1 You want to earn (at least) a gigure income

1
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bookkeeper)

1 You want to tap into the opportunity make more money from bookkeeping

1 You want to package your bookkeeping services so more people buy at higher prices

1 You want to effectively comamicate the value of your bookkeeping services

If any of these resonate, you ought to deep dive into a more progressive approach to billing.

/| 2y aARSNI GKAAY K2g Ylye INB FIFIYATAFN gAGK (K
need for your lifestyledivide by the available number of hours you can work in a year, and

you have your hourly rate!

Right, and of course you also have broken relationships, major dental work, little in
retirement savings, and too little time doing what you love to 4K | tv@rig with all
those practitioners who still work base their fees on time?
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Pricing by time is, fundamentally, wrong. To attain anything like a fair reward for your
experience, skills and training, changing the price you charge is the simplest way te chang
your results.
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Amazing!
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believethat pricing low giverou a competitiveedge. This is a fallacy becauséddil pricing

is a slippery slope: you may get more clients but they may not be the clients you want to

builds a profitable business. If you put your prices up by say 25% what do you believe you

will loseclients?You may but most will stay and at the very least gan use the time saved

by theloss of a client or two to do marketing.

There is a#lilver bullefwhen it comes t@ricingand that is the minimum price you should
charge if you want to make a profit. You ndednake the rightanalysisof running a firm,
even if you are a sole trader. You cannotdgample excludecontributions to:

superannuation

holidayandsick leave contribution

overheads such as rent/share adstsof household
insurance such as professional indemnity or inssirance
scope creep for noiilled time spent on client work
marketing costs to ensure you hav@igelineof newclients
legal costs fopreparationof agreementsand the like
Internet and combinationscosts including mobile phone etc.
stationary and dice supplies

=4 =4 4 4 4 4 45 A 2

Once you have this adapted all thessmsto your cost formula, you can giveiaed
price with confidence.

LdQa F ANBFG adl NIOeIK SSNIBIQ 34 (FQ &0 AyU2 (Y 22NE dgS2 NJ NRICRA
much higher prices than ever before
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How do you move to Value Pricing?

The key thing is to recognise that everyone values things differeftlis means you must
give clients choicesThere are a number of ways you can do this, including:

1. Menu gicing
2. Preference questions
3. Using theup-sell to enhance their solution

The more choice you give a client the more they buy in to your pricing process and the
higher the price youwillgetl 2 Yy JSNBR St &3> AF &2dz 2yfte& 2FFSNI I
WRONG!Guaranteed.

What is the difference between fixed pricing and valugricing?

Briefly, with fixed pricing, the services offered will define the price. Accordingly, you should
establish a menu of the services you offer. Following that, there should be an approximate

time estimate tocomplete the work that you can attach to each of them. This works well

with services that you provide that are similar and recurring in nature. If you have certain
once2 FF¥ LINRP2SOGazr e2dxQff ySSR (2 S@Fftda 4GS GAY!
there, you can estimate costs to complete the work and then build in your appropriate

margin.
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Money is in the ratio

nhanging

the rati J

Understanding ratios and metrics is essentialdodzA t RAy 3 &2 dzNJ FANN Q& LINE
how good your client relationships are how successful you have been in acquiring good
clients. It is the rati@f average revenue per client that needs to move upward.

Byg | @ 27F Af f dza ( NI niHagp Blients &nid @& firnh emalalzydde flill tirfeA NJ
bookkeeper and one par time contracted bookkeeper (50% billing basis) to service this
number. The ratio here is 15/1.5 or 1:10. If say the revenue was $5000/month arising for
this firm and you improved #ratio to 1:20, you have doubled the revenue per month on

the same cost base.

Assumptions can be made on the contributions to revenue and profits:

1 33% direct costs
1 33% overheads
1 33% profits

These would vary from firm to firm, but it enables a firm to\arat targets for achieving an
optimal ration and a much higher profit. The key is to lock in a cost base from which to drive
I KAIKSNI NI GA2d [ SGQa | aadzyS | ,02ndoith 61 a8 27F
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profit ¢ not a huge return on your skill arefforts! So you are seeking to achieve a profit of

say three times your cost bagenot an unreasonable goal. That is $15,000/month. That

increases the ratio significanttyyou are moving the dial in yod@avourthat is you are

increasing the average remae per client. To be clear, this is not about productivity gains;

AGQa | 02dzi RAFFSNBYUG LINAOAYId LY AAYLIE S GSNY
by doubling your key ratio: the bookkeeper to client ratio.

Steps to increasing the ratio

To receive twice the revenue on the same cost base requires mucfasalysis. Am | truly
worth twice the cost? Am | able to justify this increased value to the client? There a number
of key drivers to resolve these questions, not the least of which is tevsethat your

services are, indeed worth more. There are others:

1 Incentivisng each bookkeeper/contractor in tHem basedon the revenue of the
pool of clients under management
1 Train the team in upsell. That is, train the team in selling services that you offer but
which were not part of the opening gambit when boardinghe client
T 9y O02dzN>F 3S SFOK 2F GKS YSYOSNR 2F (GKS GSIYy
relationship with the clients they service and twelieve inthe value proposition on
offer by them
i Transition your clients across to new recruits to maximize the load to demonstrate
what can be achieved. In short: replicate and duplicate
1 Provide your clients with relble, readable and regular data

Above all, be efficient on the practice; encourage clients to submit invoices, receipts etc. in
a complete and tidy fashion. Chasing documents erodes the optimal ratio.

While the onethird of the revenue=cost assumptionas arbitrary figure, it nevertheless
operates as a benchmark against the key ratio. The cost per client is a pivotal number so get
a good handle on it and keep pushing the client number!
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Light touch advisory

Understanding ratios and metrics is essentiallfor & todchi &idisoryAs has been

demonstrated in early sectioWhat isadvisoryin the context of a bookkeeping business? We
allunderstandthat there are nego zones such as advice on taxation matfergside of GST

(in Aus.)and CGT) but there are many other areas of small business that business owners need
support from theirtrusted advisorswvhich include you! The answer to the aforementioned
question is:

LGQa 62NIK y2iAy 3 teddadh buffersdaidirédilaraskiflowsaré ke lédagt Y A
likely to survive(See ouguideon Understanding Business Financd he reality ighat a

business cannot survive if it does not efficiently manage its cash flow to pay its cash obligations
to suppliers, employees and lenders.

C2NJ (2RI & (aad bbokk€epidgyolessirila many of whom are shifting away
from compliancebased serices infavourof more valueadd clientservicest providing cash
flow management recommendations to smhllsiness clients is a wimin.

Deciding on gricingstructure for light advisory can be ephemeral but it need not be

complicated. Once you pullbadkk S @S A f  2ofsh 8o2¥dzNI KOS AR VTG BaS A A Y (1 2
value of your service. Stay in commeation. Call out interesting (or disturbing) numbers ad

trends. ldentifyproblems.

As a trusted advisor, accountants are in a unique position toespaidance and
recommendations to small business owners, who are often too close to their daily business
operations to recognize cash flow trends and challenges. remember advisory services
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