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1. What Are Your Firm’s Points Of Difference?
One of the challenges confronting Accountancy, Business Advisory, Chief Financial Officer and Bookkeeping firms is that, from an SME’s point of view, most accountancy firms look the same – the majority provide a service relating to the preparation of Annual Financial Accounts and Income Tax Returns for businesses, superannuation funds and individuals.

Some firms provide audit and insolvency services, which are a continuation of the “compliance services” that many people associate with accountants.
From around the mid-eighties, many accountancy firms become involved in providing investment advice, but that trend has stalled recently as the government has imposed increased levels of training and ongoing professional development activities for people who hold themselves out as a financial advisor.

Some firms have ventured into diversification by creating industry specialities such as:

· Marino Wool
· Cotton
· Beef Cattle
· Horticulture
· Medical Practices
· Pharmacies
· Dental Practices
· Builders
· Specialist Trade Businesses
Within these industries some accountants have become “experts” because they have developed a detailed knowledge of how these industries operate.  They have “dug into the records and systems of these businesses” so they are able to develop management accounting systems that contribute to the information that the management team receives to enable the leaders and all of the team members to better perform their role within the business.

Some firms have developed specialisation skills by having team members concentrate on a particular industry or service that were being ignored by other professional firms.

This white paper reviews the diversifying of accountancy services and identifies why this is important, not only for the accountancy profession, but also for the SME market, on which a significant number of accounting firms in Australia are reliant.
2. Accounting Market Pulse
For six years up to 2021 CommBank prepared and released “Accounting Market Pulse” – a report on trends occurring within the Australian Accounting Industry.  The report is based on input obtained from accountancy businesses of all sizes situated around Australia.

In each of these six reports there was an increasing trend to highlight the importance of “Business Advisory Services” as a major new service area of which accountants should be aware and perhaps to become part of.

The CommBank Accounting Market Pulse, released in early May 2021, really put “diversification” into the spotlight because the report identified that only 5% of the firms that were surveyed for the production of the report “will not be diversifying services in the next few years”.
The highest rating area for new products and services to be developed, as part of this diversification process, was nominated in the report as being “Business Advisory Services”.

3. Points Of Difference?
What points of difference will the marketplace notice?

It could be the specialisation within individual industries which could be developed from reading articles on a particular industry and examining the way that the key performance indicators could be better used within a business that an accountant becomes known as an “expert” in a particular industry.

The “expert” status may have been earned because of contributions to social media, relative to SMEs or individual industries or problems that confront a range of SMEs, or writing articles for industry journals.

The diversification may be earned by the accountancy firm delivering a varied range of services to SME clients.  As part of this diversification, the accountancy firm will probably have developed a number of “champions” of individual services from within their team.  This depth of knowledge within a firm of people, able to assist clients with a range of diversified services, can be recognised as significant points of difference for an accountancy firm.

4. Expert Status
To be seen as an “expert” an accountant needs to have developed a detailed understanding of how an individual business operates in a far greater depth than the knowledge that is normally accumulated from the preparation of Annual Financial Accounts and preparing Income Tax Returns including:

· How does the business operate in its various operating activities?

· What are the key operating components of the business?

· How are the costs of the individual operations calculated?

· Is there an effective job costing system in operation?

· Are detailed financial accounts prepared for each operating component of the business?

· Are detailed Key Performance Indicators (that are understood by the responsible management person) prepared for each operating component of the business?

· How does the inventory system operate – is there effective monitoring of the level of investment in inventory – is stock turn monitored and measured for individual stock ranges?

· Is there strong control on debtors including close analysis on “debtors’ days’ outstanding” and prompting of customers when their payments are due?

· Do your “champions” prepare articles and conduct training sessions for the team members of your clients’ businesses so that those team members develop costing and business management skills relevant to their responsibilities?

Developing a reputation that a professional firm has an “expert” status, either for individuals within the firm – the “champions” or the firm as a whole, is a significant contribution to that professional firm developing a reputation that it offers a “diversified range of services to assist in adding value to their SME clients”, thus being a firm delivering diversified accountancy services.

5. Experience For Business Advisory Services
Accountants, whether partners or team members, who are going to be involved in the delivery of Business Advisory Services need to develop an interest in various types of businesses and business activities that relate to those types of businesses so that they have a deeper understanding of those businesses then what they would normally have obtained from the preparation of annual accounts and income tax returns.  This means reading the “Financial Review”, other financial papers and websites daily, reading articles on different types of industries and developing expertise in individual industries.

6. Business Experience
There is no doubt that experience from having worked in commercial operations, as well as public practice, can give a very good insight as to how larger businesses operate and then give you an understanding of how a “cut down version” of what big businesses supplies to their individual business units, could be packaged for SME clients.

This experience may have come from part-time work whilst still at school and at university, because these activities can be very good trainers of good work practices.

From my experience, of having been a Chief Financial Officer/Company Secretary of a Stock Exchange Listed Public Company, I am aware that many large companies organise themselves as a series of “small businesses” with a Regional Manager with an Accountant or experienced Office Manager and a clerical team to administer that group of businesses.

For each of these business units they prepare:

· Individual Business Unit Budgets
· Weekly Performance Reports
· Daily/Weekly Key Performance Indicators
· Monthly Financial Accounts
· Monthly Key Performance Indicators
· Monthly Comparison of Actual-v-Budget
· Hold a Monthly Business Review Meeting
· Conduct an Annual Strategic Planning Meeting
Accountants, contemplating offering a range of diversified services, need to have developed an understanding of these processes and discuss with SME clients the strategies involved in the implementation of a similar “scaled down approach” for SME clients.

7. Empathy
Accountants need empathy for the problems that SME business owners and managers are facing.  One of the biggest issues that CEOs have is normally articulated in a series of questions.  I call these “what if” questions, based on my experience of these from my public company career.

The “what if” questions related to a series of questions from the CEO, External Directors and other members of the leadership team relating to a wide variety of accounting, costing, international currencies, export documentation, banking, corporate governance, Directors’ meeting procedures, and capital expenditure documentation issues that were directed to me as the Chief Financial Officer.

Most SME CEOs have the same type of issues confronting them – to whom do they ask their “what if” questions?  The challenge facing accountants servicing SMEs is to have a clear understanding of the type of issues confronting SME CEOs and instigate a system so these questions are able to be answered by someone within the accounting team every day.  This is really supplying Chief Financial Services to SME clients.  

8. Communication Skills

Communication skills are very important for accountants, especially accountants who are wanting to deliver a range of diversified services to their SME clients.

Communication relates to:

· public speaking

· utilising communication tools such as Zoom

· making webinar presentations

· conducting seminars

· presenting Podcasts on subject of interest to SMEs

If your key presenters for a diversified range of services, are not confident in their ability to communicate to groups of people then the firm should organise skills’ training in these areas such as encouraging the person to join a public speaking organisation, such as Toastmasters, so that they can develop the confidence and the skills to be able to effectively deliver presentations to small groups and large numbers of people at a conference.

9. Promotion/Marketing Of Diversified Services

One of the challenges that accountants find is that there is not an instant recognition by clients and prospects that an accounting firm, which has primarily been involved in the preparation of Annual Accounts and Income Tax Returns, is now able to supply diversified services such as Business Advisory Services.

The reason for this is that clients have become used to the concept that the only thing their accountant is interested in relates to taxation, even though some SMEs understand that accountants are trained to be able to offer a broader range of services.  This is a problem which has been created by the accountancy profession which has enabled the “traditional service delivery for SMEs” to be recognised as being the preparation of Annual Accounts and Income Tax Returns, with the end result being that large numbers of SMEs do not perceive that there is any “added value” for them from the work that accountants perform – they cooperate with their accountant for the preparation of their taxation returns because that is their legal obligation and they know there will be consequences from the Australian Taxation Office if they do not ensure that a taxation return for their business is prepared and lodged.

To overcome this problem, an accountancy firm that has geared itself up by training the team to deliver “Business Advisory Services” needs to undertake training relating to promotion and marketing of diversified services because many of your clients will probably not recognise that their accountancy firm is able to supply this broader range of diversified services which have the potential of “adding value” to their businesses.

Within ESS BIZTOOLS we have incorporated some promotional/marketing material to assist Accountants, Bookkeepers, Chief Financial Officers and Business Advisors to communicate with your clients and prospects to inform them about the additional services that you are now happy to offer to them.

10. Promotion/Marketing Tools

The promotional/marketing tools developed by ESS BIZTOOLS include:

· “Business Plus+”

A monthly newsletter that ESS BIZTOOLS produces which our subscribers badge and send to their clients and prospects that is a “marketing tool for accountants” and an “information resource for SMEs”.
We recommend that our subscribers read the articles within the Business Plus+ edition and reflect on which of their clients or prospects might be interested in that particular article and then three or four days after the Business Plus+ has been emailed to the client, phone the client and have a discussion about the article and enquire whether he/she would like to have a further meeting with you to discuss the issues contained within the article.  This is a key way of convincing clients that you appreciate the issues that are confronting them in their business.

· “SME Needs’ Analysis”

Within the documentation contained within ESS BIZTOOLS every subscribers receives the “SME Needs’ Analysis”.

The SME Needs’ Analysis discusses various concepts that accountants could provide to assist their clients to better run their businesses and to “Add Value”.

A suggested approach is that, when a client has shown some interest in a Business Advisory Services activity, you have a meeting with them and utilise the SME Needs’ Analysis as the discussion point in posing some questions to your client to gather information of what is of concern to your client and keeps them “awake at night”.  Some of these issues could be:

· the level of debtors;
· debtors’ days’ outstanding – What is it?  – What should it be?  – How can it be reduced?;
· questions on cash flow management;
· does the business need additional funding?  Do they have security to be offered to a lender, or should they be considering raising capital direct from the public?

This could lead to a discussion relating to the opportunities that small companies have to be able to raise capital direct from the public.  It is true that private companies have had the ability to raise capital for the last forty years under various state legislate and then under Section 708 of the Corporations Act, but this is a little bit restrictive.  Does your client understand the processes that can be taken (if the company has a turnover under $25,000,000 per annum) to be able to raise up to $5,000,000 in a twelve month period from the public? 

There is another opportunity to raise capital.  Does your client understand the processes that can be utilised (if the company has a turnover under $25 million per annum) to be able to raise up to $5 million in a twelve month period from the public as a “Crowd Sourced Funding Company”?

Alternatively, if your client is a “young company” and it qualifies under the various tests; that company could be able to be accredited as an “Early Stage Innovation Company” and then raise capital direct from the public with their investors in the capital raising process obtaining significant taxation benefits because these companies were structured in a way that, if investors contribute capital, they obtain taxation benefits for themselves.  This “incentive” from the Australian government assists “young companies” to raise capital.
11. Diversified Services That Your Firm Could Communicate To Clients/Prospects

· “Tradies Charge Out Rate Calculator” – this calculator has proven to be a very valuable resource for our subscribers because they can sit down and plan for a tradie business to earn its targeted profit based on the variables that occur within the business:

· team members’ wages and on costs

· working hours and estimated productivity

· overhead expenses

· markup on external purchases for the benefit of customers/clients

· targeted profit

When this information is introduced into the spreadsheet, suggested charge out rates for each category of team member will be produced.

· “Professional Service Firms’ Charge Out Rate Calculator” – very similar to the Tradie’s Charge Out Rate Calculator.
· “Retailer/Wholesaler Analysis of Stock Mix and Markup Rates” – overhead expenses, including salaries and wages, to determine a strategy for the profitable operation of the business.
· Delivery of “Virtual Chief Financial Officer Services” to your client to assist them to grow and add value to their business.
· Identifying clients who are keen to “Scale Up Their Businesses” by increasing turnover significantly from the current level over the next three to five years.  These clients will require a significant amount of assistance to ensure that they have adequate funding for this interesting journey.
· Australia had (and probably still has) the longest debtors’ days’ outstanding in the world according to an international review conducted a couple of years ago.  This identified an opportunity for accountants to be far more involved in assisting clients in the maintenance of their debtors’ management system so as to reduce debtors’ days’ outstanding, thus contributing significant cashflow to the business.

· Many small/medium sized accountancy firms have large numbers of “small SME clients”.  Some of these small SMEs ultimately grow into significantly larger organisations, many of them because they have embraced innovation that they have developed and then they are able to sell the products/services produced from the innovation processes to generate income.  Unfortunately, many of these businesses may have moved on to larger or more proactive accounting firms by the time that the real potential from these businesses is recognised, because they didn’t believe that their original accounting firm was “growing with them”.

12. Assisting Clients On The “Innovation Journey”

Accountants who are committed to assisting clients on the “innovation journey” from:

· Initial Research – identifying an “idea”.
· Undertaking Research and Development Project(s) – obtaining Research and Development Tax Incentive Rebate.
· Industry Growth Program offers grants for companies who are developing an innovative product basis or service with the early stage commercialisation projects offering grants of $50,000 - $250,000 on a 50/50 basis and the Commercialisation and Growth Program offers grants of $100,000 - $5 million on a 50/50 basis.

ESS BIZTOOLS has developed product package summaries on these grants.

· Raising capital as an “Early Stage Innovation Company” (this company classification is attractive to many investors because they know there are significant taxation benefits available to investors who invest in a company with this classification).

· “Crowd Sourced Funding Equity Raising Companies” – this status is available to any private company or unlisted public company with a turnover under $25,000,000 per annum and gross value of assets under $25,000,000, which is able to raise up to $5,000,000 in a twelve month period direct from the public.  There is obviously a process that the company has to complete and, with a proactive accounting firm assisting them, companies that have a capable leadership team with a vision should be able to complete the capital raising process.

· Many business clients, but especially those who are aspiring to raise capital direct from the public, require the preparation of:

· Business or Strategic Plan
· Predictive Accounting reports relating to:

· Operational Budgets
· Cashflow Forecast
· Projected Balance Sheets
There is an opportunity for partners of accountancy firms to discuss with their ambitious clients the services that their accounting firm could supply commencing with “Virtual Chief Financial Officer Services” to those companies.  As these companies “scale up” many of them will be appointing Directors who have wide commercial experience.  These Directors will be demanding that accurate prompt financial information is available on, at least, a monthly basis for them to review and to perform the duties that the Corporations Act requires of them.  Most of these companies will not be large enough to justify the employment of a full-time Chief Financial Officer but they could be very interested in hiring the accounting firm that already supplies a range of diversified business services to them to undertake this important role.

13. Do You Want To Know More About Delivering Diversified Accounting Services?

If so, you are most welcome to visit www.essbiztools.com.au to review the wide range of product packages that we have developed to assist Accountants, Business Advisors, Chief Financial Officers and Bookkeepers to be able to deliver a range of diversified services to “add value” to SME clients.

If you would like to ask some specific questions please send us an email: peter@essbiztools.com.au or telephone:  074724 1118.
We hope that you will enjoy the “Diversified Accountancy Services” journey with your clients.

Stay safe!

(  -ESS BIZTOOLS Pty Ltd - ACN: 078 451 439
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