Tax Practice Management/September-October 2003

Do You Really Need More
Experienced People?
Change your Firm Structure
and Processes to Improve

Client Service With
Less-Experienced Personnel

By
Steve Erickson

©2003 S. Erickson

Steve Erickson suggests that changing a CPA firm’s
structure will improve client service by using personnel
more appropriately and efficiently.

For the past six or seven years
I have been taking an informal
poll of the attendees at each
of my speaking engagements.
| ask them, “What percentage
of your work could be done
by someone with less experi-
ence?” The answers vary quite
a bit with some attendees say-
ing that up to 80 or 90 percent
of their work could be done
by a less experienced person.
But on average, the consensus
seems to be that someone with
less professional experience
could complete 50 percent
of his or her work. | then ask,
“Why, then, do you need more
experienced personnel in your
firm?” The answers to this ques-
tion are usually, “l don’t have
anyone to give the work to,” “I
need my chargeable hours” or
“I get paid based upon my book
of business.” These responses
indicate a significant conflict

for many CPA firms in that
partners do not leverage and
do not need to be leveraged
in order to profit in their cur-
rent structures. Unfortunately,
many CPA firm partners are
doing work they should not be
doing, which puts downward
pressure on their fees and the
value of their services in the
long term.

The more | hear these types
of responses to my questions,
the more | ponder possible so-
lutions for the perceived lack
of experienced personnel in
our profession.

Steve Erickson, CPA, is a National
Consultant to CPA firms and the former
Managing Partner of a large New
Mexico CPA firm. He can be reached at
(505) 521-0700 or Steve@SteveErickson
CPA.com. His Web site is www.SteveEri
cksonCPA.com.




Improving Client Service with Less Experienced Personnel

More People or
Better Structure
and Processes?

Most local and regional CPA firms
are structured around a client re-
lationship-based model. Partners
have personal contact with their
clients, render services to them
as requested and needed and in
many cases perform certain ser-
vices for their clients that could
be performed by someone in the
profession with less experience.
This inefficient use of experi-
enced accountants is due to the
service delivery model currently
being used by many CPAs and the
firm policies used to allocate firm
resources and reward partners and
other firm personnel.

Let’s take a look at the structure
and client service model of a typi-
cal six-partner firm (see Diagram
1). This simple structure works
well when a firm is small but
its very simple design can cre-
ate internal competition among
partners for firm resources and
the assignment of experienced
personnel. The partners are able
to render the level of service ex-
pected by their clients until they
require more sophisticated ad-
vice, services and expertise that
can only be provided by multiple
partners. As client responsibility
increases, the individual partners
typically become more focused on
how they can serve their clients
adequately using their current firm
structure. Their focus and efforts
shift to more internal (resource
needs and competition) activities
rather than on external (client-
focused) value-added activities.
Many firms that have excessive
internal competition for resources
end up giving very inconsistent
service to their clients. Those part-
ners that yell the loudest get the

Diagram 1
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most resources, and, as a result,
the clients they serve get better
service. The clients of less-asser-
tive partners have a more difficult
time getting the service they ex-
pect. When clients are not happy,
partners are not happy. In many
instances, there is fallout in a firm
if changes are not made to provide
for greater partner support.

As the pressure in the practice
increases, it is common to hear
partners and managers stating
their frustrations:

m “It's easier to do it myself!”

m “l have had that person
scheduled on my job for
months—you can't resched-
ule her now!”

m ‘| told my client we would
be there next week. How can
| get the work done without
adequate staff?”

m “| promised my client finan-
cial statements last week.
When will | get them?”

Roles within the firm start to
get confused. Partners start to
question why being in the firm
is better than doing their work
on their own. Isn’t getting bigger
supposed to solve more problems

than it creates? The issue that must
be addressed in every firm is how
all partners can give all clients
consistent levels of service.

Frustration,
Frustration,
Frustration

We talk about the one firm con-
cept—all for one and one for
all, but give and take get out of
balance over time in all human
relationships, and yes, believe it
or not, CPA firm partnerships are
human relationships that all too
often are taken for granted and
not well-nurtured. In many cases,
these frustrations lead to partners
leaving their firms because they
do not feel they can service their
clients adequately while maintain-
ing an acceptable quality of life.
In their minds, there just aren’t
enough experienced personnel to
get the work done and at the same
time earn a level of compensation
that is acceptable.

Just look at, in Diagram 2, how
complex the levels of communi-
cation typically become in a CPA



Diagram 2
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firm. Partners become more and
more focused internally than on
their clients.

There Is a better way!

Our work has become so tech-
nical that it is very difficult to
be competent in all areas of a
specialty, much less all areas of
a practice. However, many of us
try to be everything to our clients
because we want to control the
relationship with them. This rea-
soning works for a time, but as
our practices grow, it becomes
more and more difficult to main-
tain the same quality of service
that got us the work in the first
place. Stress and burnout are
fairly common for our young
high-performing personnel.

It is time to consider separating
the process of doing the technical
work (“Back Office”) from the cli-
ent relationship (“Front Office”) to
the extent possible to improve the
quality of both the work and our
relationships with clients. Being
“too busy” to render the high-
est quality service possible is no
longer acceptable in our custom-

er-focused economy. Clients don’t
want to hear about how tough our
“tax season” has been; they just
want valuable service.

A partial solution to this prob-
lem is to encourage professionals
in the firm to perform the services
they do best to the greatest extent
possible. People that give great

Diagram 3

client service are usually not the
best when it comes to technical
work. To some degree, let the cli-
ent servers serve clients, and let
others do the work.

This is exactly how most suc-
cessful service businesses have
designed their delivery models to
provide the greatest value to their
clients. In order to implement this
type of process successfully, firms
will have to redefine their com-
pensation systems to reward the
desired performance of each indi-
vidual. Systems that put everyone
in the same box for measurement
and rewards will not work as well
in the future.

Consider the client service
model illustrated in Diagram 3.
The focus of the firm is on the
client with internal competition
for resources kept to a minimum.
The key aspect of this model is the
management and efficient alloca-
tion of firm resources.

There has been discussion in
our profession for some time
about the use of a “corporate
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model” for the management of
our firms. In fact, many firms
have attempted to embrace
these models but in most cases
have failed because they have
assigned corporate titles to the
old “relationship model” that
has been in use by their firms
for many years. The Managing
Partner becomes the CEO but
does not have the authority to
act as the leader of the firm. This
question was raised at a recent
national meeting of managing
partners where | served as a fa-
cilitator. The managing partners
expressed their concern that
their partners would not “let the
leaders lead.” Many professional
firm partnerships suffer organi-
zational stress when roles are
not clearly defined and partners
resent being accountable to

their partners for their actions
and performance. The answer is
not in having partners become
“employees.” A professional
partnership is not a typical cor-
poration, and the partners are
not employees and do not want
to be treated as employees. The
solution to this dilemma will not
be gained through giving firm
leaders ultimate authority over
their peers, but rather through
the granting of “accountable
authority and responsibility” by
their partners. | like to call this the
“Rules of Practice”: how the part-
ners of a firm agree to be governed
and what their responsibility is to
the firm. Once these rules are
agreed to, the governance of the
practice becomes much easier
and individual partner account-
ability is increased.

Firms that want to grow and
improve profitability while
maintaining acceptable levels
of client service need to rethink
their structure and compensa-
tion systems. Leveraged models
will become more necessary
as the shortage of experienced
personnel becomes greater.
The demographics of our work
force are a fact that every firm
must address. Improve your
firm structure, processes and
compensation systems, and you
will significantly improve the ef-
ficiency and motivation of your
current staff and reduce the need
for additional personnel. At your
next strategic planning meeting
determine how your firm can
remove the barriers that are
holding you back. There is a
better way!



