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Price it right!

Making a profit was the result of
something else – like providing
answers to clients’ questions,
becoming more efficient and
productive, and creating a new
product that people wanted to buy.
That was my first lesson.
Even if you did all of the above,
you still were not guaranteed a
profit. You needed to determine
how to price your services to
maximize your profits without
alienating your clients.
Several Ways to Price Your
Services
Pricing professional services is
more difficult than pricing tangible
products. While you can often
pinpoint the cost of making a
physical product, it's more
subjective to calculate the worth
of your counsel. Here are the
factors that you should consider
when determining what price to
charge for a service:
• Competitors' pricing. You need
to be aware of what
competitors are charging for
similar services in the
marketplace.
• Perceived value to the
customer. This is where a lot
of the subjectivity comes in
when setting a price for a
service to your clients. The
important factor in
determining how much they
are willing to pay for a service
may not be how much time
you spend providing the
service, but ultimately what
the perceived value of that

•

service and your expertise is
to them. That is where pricing
becomes more of an art form.
Cost basis. Accountants will
focus on labour costs (wages
and benefits). But, don’t
forget the indirect cost of
administrative assistants,
overhead costs, rent,
insurance, etc. and technology
costs.

Different Pricing Models
Now that you understand what it
costs you to provide a service,
what your competitors are
charging, and how customers
perceive the value of your
services, it's time to figure out
whether to charge an hourly rate,
a per-project rate, or try to
negotiate a success rate for your
services. Here are some benefits
and risks associated with the
following pricing models:
• Charging an hourly rate. The
problem with an hourly rate is
that you may be charging too
little for the value of your
services. If you charge $300
per hour for a tax return,
wouldn’t you charge more
than that for a business
valuation project?
• Charging a flat fee. While you
are bearing the risk when you
charge a flat fee, most of the
time you will generate more
profit than just by charging an
hourly rate. There will be no
write-downs and you can
usually get paid one-third up
front.
• Success fee. Success fees are
perhaps the most risky for
you. However, they can also

be the most profitable. Say
you charge a flat fee for a
business search and have a
success fee attached for a
successful transaction. The
success fee can be almost
100% pure profit for the firm.
Monitoring Pricing and
Profitability Monthly
Don’t let your people costs get
out of line with their productivity
and efficiency. You want to make
sure that your people, especially
partners, are generating an
acceptable profit level. You need
to understand the profitability of
your company every month. Firms
need to pay more attention to
their monthly gross profit
margins.
Don’t Be Afraid to Raise Your Fees
Fees should be raised, at a
minimum, of once per year. I’ve
seen too many firms fail to do
this, only to find themselves way
behind the pricing curve. You can
always write-off some of the fee
increase. Remember that 90% of
$200 is more than 100% of $175.
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Important Notice

© Copyright 2017, Bizezia Limited, All
Rights Reserved
This article appeared in Better Business
Focus, published by Bizezia Limited (“the
publisher”). It is protected by copyright law
and reproduction in whole or in part
without the publisher’s written permission
is strictly prohibited. The publisher may be
contacted at info@bizezia.com (+44
(0)1444 884220). (Some images in this
article are taken from Creative Commons –
such images may be subject to copyright.
Creative Commons is a non-profit
organisation that enables the sharing and
use of creativity and knowledge through
free legal tools).
The article is published without
responsibility by the publisher or any
contributing author for any loss howsoever
occurring as a consequence of any action
which you take, or action which you
choose not to take, as a result of this
article or any view expressed herein.
Whilst it is believed that the information
contained in this publication is correct at
the time of publication, it is not a substitute
for obtaining specific professional advice
and no representation or warranty,
expressed or implied, is made as to its
accuracy or completeness. Any hyperlinks
in the article were correct at the time this
article was published but may have changed
since then. Likewise, later technology may
supersede any which are specified in the
article.
The information is relevant primarily within
the United Kingdom but may have
application in other locations.
These disclaimers and exclusions are
governed by and construed in accordance
with English Law.
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