
Profit Tracker for Accountancy Firms, from Stiearc Systems Pty Ltd

A business consultant 
can help the 
accountancy firm set 
clear financial 
objectives for 
performance review 
using Profit Tracker.

First help the 
accountancy firm to 
improve its business 
and by so doing prove 
the techniques 
involved and show the 
accountancy personnel 
how they may then go 
on to help the firm’s 
own clients using the 
same techniques.

Profit Tracker is a methodology that enables the user to 
set clear and attainable objectives.  First you review your 
recent Profit and Loss statements.  Then you set the 
CONTRIBUTION OBJECTIVE by estimating your 
total expenses for the new year and by setting for yourself 
a Net Profit target.

The Contribution must 
pay for the expenses 
and provide also for 
the net profit.  So it is 
this Contribution that 
must be earned by the 
firm.  The total 
Contribution is 
achieved by the 
individual 
contributions made 
from each sale, net of 
cost of sales and any 
outsourced activity 
related to the sale. 
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An accountancy firm may wish to track 
the activity by man-hour, differentiating 
chargeable time by the following:
If the firm is a larger firm it may even wish to split out Support Services from the work carried out 
by Professional staff.  But for a small firm this may not be necessary.

Then for each 
Tracking Unit of 
Activity the 
Contribution and the 
Contribution per Unit 
must be set:

A similar analysis is 
carried out for the 
Professional/Support 
activity.  

If the accountancy 
firm normally 
experiences a strong 
seasonal variation 
through the year then 
use the Seasonal tab 
page to define the 
patterns.

The purpose in studying the Contribution overall is because it is this that the firm must earn in order 
to pay for the expenses and cover the Principal’s earnings.  The purpose in reviewing the 
Contribution per Unit for both the Principal and the Professional/Support activity separately is to set 
objectives for these two groups by which their performance can be monitored thereafter.  In the case 
of the Principal, he must earn a total contribution of 193,617 in the course of the year.  This must be 
achieved by improving productivity attaining an overall productivity of 60% and also by improving 
Contribution per Unit (hour) so that the Principal achieves 161 per hour and charges for 1200 hours 
through the year.  Similar objectives are set for the Professional/Support personnel.

Once the Objectives are set the Master Objectives Report may be submitted for approval.

The analysis begins 
with the data entry of 
the week’s invoices:

Here you record the 
Sale Value and the 
costs associated with 
the sale and the 
number of Tracking 
Units employed in 
that sale.  So in 
invoice 00001 a 
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Contribution of (800 – 35) = 765 was earned by the Principal for working 10 hours.  We will see 
later that this Contribution per Unit of 76.5 is too low for the Principal.  But in this stage you simply 
enter the data relating to the week’s billing.

You should also record the capacity available during the week.  So the Principal should have 
worked 40 hours if the objective is to be met.  Record the hours worked (not the hours charged) 
using the Capacity Available tab page.

Then the business consultant would review the invoice detail for the week.  Here is the Invoice 
Review Enquire List screen after 11 weeks:

Let’s jump to week 11 and review the results just entered for the Principal in week 11:

The Principal has just had a great week having achieved a huge Contribution and achieving very 
high Contribution per Unit.  The consultant ticks the Review check boxes for both weekly and to-
date reviews.  This is a signal to the person who enters the Invoice details that the consultant wishes 
to study this invoice in much greater detail in order to understand the reason why such a good result 
has occurred.  (The same would occur if the results were poor.)
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When the extended information has been entered the consultant may review this information. 

Here we see that the 
Customer ABC was 
involved.  The 
detailed split of the 
invoice into 
constituent 
components has not 
been made and is 
probably not 
necessary.

However, questions 
were raised and notes 
or comments were 
made:

And for the week 
some analysis was 
carried out by first 
raising questions and 
setting Activities for 
review of the results.

Comments are made.
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Reports available for review of results and tracking of the 
performance in total and by Tracking Unit are available:

Once these reports are analysed and the consultant enters 
further comments the Weekly Analysis Report may be 
run and submitted for review:

At any time in the course of the Profit Tracker methodology the Performance To-Date Report may 
also be run, typically before a major review meeting.

The purpose of the methodology in Profit Tracker is to enable a clear review of billing activity. 
This is to ensure that the Contribution and the Contribution per Unit for each tracked activity, in 
this case the charged hours for the Principal and the Professional/Support team, are tracking toward 
the Objectives set earlier at the start.  The firm must take action to stop quoting for jobs that support 
low Contribution per Unit.  It must analyse which customers are getting away with very low rates 
and take action to stop the poor quoting/billing practices.  By the same token it should identify 
those activities that are successful in lifting results.  So if the Principal achieves a high Contribution 
per Unit, how was this achieved?  Can the firm do more?

Profit Tracker can identify if the Productivity of each tracking unit is on target to meet objectives or 
not.  It will show up any variance in Capacity Available from Objective.  It will show up the 
variances in Contribution per Unit for each track-able activity.  As a result it will enable the 
accountancy firm to see why it is not achieving its objectives.  This may be visible early.  This is 
why the analysis is carried out weekly.  It should cause all poor billing to be highlighted and all 
positive outcomes to be also scrutinized.  Lessons will be learned by the Principal and the 
Professional/Support team so that they will list their game and achieve better outcomes.

When that happens, the Principal must lift the bar and re-set the objectives and start the process 
again.  By doing this the firm will achieve a continuing improvement in performance and the cash 
flow improvements arising from this and the increase in profitability of the firm will enable the firm 
to grow more aggressively.

Profit Tracker is designed for the external or internal business consultant.  It provides the analysis 
and review platform from which the accountancy firm may improve its operations, quickly.  It may 
take only 6 to 12 weeks to achieve outstanding improvements.

Alan Springell  
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