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Change for Change Sake? Or ROI?
For some of your organizations, this is the time you are upgrading to Windows 10 and
the latest O�ce 2016. For others, you have decided to stand pat with your Windows
7 and O�ce 2010 implementation. Part of my purpose in writing this column month
...
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For some of your organizations, this is the time you are upgrading to Windows 10
and the latest Of�ce 2016. For others, you have decided to stand pat with your
Windows 7 and Of�ce 2010 implementation. Part of my purpose in writing this
column month after month is to help you see a safe way to implement technology as
well as selecting one of the best ways.

A phrase you may have heard me use publicly is that there are dozens of right ways to
implement technology and hundreds of wrong ways. The �nal decision is always
yours, since you know the person with the gold creates the rules. In other columns
we have discussed aligning business strategies and tactics with IT strategy and
tactics. However, a harder number to come by is an accurate Return on Investment
(ROI) since the ROI can include soft, intangible numbers. Some would argue that
only “hard” numbers should be included, and these certainly should take the
forefront in your ROI model. If the hard ROI numbers exceed the costs, and the IT
project �ts your strategy, then it generally makes sense to proceed if you have the
people resources, time and training plan to succeed.

What should be considered in the calculations made?

Remember that there are a few key ideas behind what we are going to discuss:

1. That you have a technology plan and budget. Our latest National CPA Firm Survey
data indicates that only 14% of CPA �rms have an IT budget. Firms “spend what is
needed” which may or may not be true.

2. That each project should have an estimated return. Understand that some projects
are dependent on other projects. For example, it is hard to implement eSignature if
you don’t have your paperless project pretty far along.

3. That you don’t have to implement the latest technology to be successful. However,
you won’t gain signi�cant competitive advantage if you are a technology laggard.

4. That not every technology is for you.

However, you need to have an open mind to consider if something can work. I’d
illustrate this with the belief that SaaS products like QuickBooks Online won’t work
for your clients. Is it you, or is it your clients that you are worried about? Are the
features suf�cient to get the job done? What about QuickBooks Online annual costs
versus QuickBooks Desktop hosting annual recurring costs?

Finally, your ROI model should have not only the hard costs but the soft costs
illustrated. Just as important, when the project is completed, you should have a post
project review to see how accurate your estimates were and learn why there are any
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discrepancies. This exercise should help make you more accurate at forecasting in the
future. As noted above, it is far better for hard cost bene�ts to carry a project, but soft
costs and bene�ts are important, too. For example, technologies like the Internet and
mobile smartphones are pervasive at this time.

What did you perceive as the bene�ts to implementing these technologies? Did you
understand them before you made the investment? What if a technology like
work�ow can save you time, improve client deliverable experience, and reduce
errors? How do you measure the value of those items? We prefer to make an estimate
of the time savings assigning a dollar value, placing a value on the client experience,
and assigning a potential savings to the reduction of errors. You must be cautious not
to overestimate. Most important, doing the ROI exercise helps you think more about
why you are implementing the technology.

What should a project ROI model look like?

Complex ROI models are available, but for most projects, you can make simple
estimations in a spreadsheet. You may have very complex con�gurations or quotes
supporting these numbers. These can be summarized from supporting sheets or
simply plugged into your model. We suggest the following components always exist:

Hardware costs
Software costs
Training costs
Initial implementation fees
Recurring annual hard costs
Recurring annual soft bene�ts

The replacement of two scanners is illustrated in the table below. We are happy to
provide this template to you.

Project ROI Calculation 6/28/2016

   

Name of Project
Scanner
upgrade

Projected bene�t
$    
22,754.25

Number of Users 9

Loaded Partner/manager
rate

$          
166.25
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Loaded Admin rate
$              
33.25

Expected Life 7

Implementation
timeframe

2

   

Business or IT objective
met:

Improve
paperless
quality

   

Expected bene�ts:  

Reduced time used in the scanning
process

Cleaner, more usable
scans

 

   

Initial Expenditures  

Hardware
$        
2,200.00

Software
          
1,500.00

Training
          
1,000.00

Time lost during
implementation

              
299.25

Implementation fees
              
800.00

Total Initial Outlay
$        
5,799.25

   

Hard Cost Reductions
(Annual)

 

Labor no longer needed
$        
8,645.00

Maintenance reduction
          
1,000.00

Total Reduced Costs $        
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9,645.00

   

Hard ROI ()=good
$    
(3,845.75)

   

Recurring Annual Costs  

Annual Maintenance
$          
500.00

Replacement supplies
              
500.00

Software Licensing
                      
    –  

Total Recurring Annual
costs

$        
1,000.00

Costs over project life
$        
7,000.00

   

Soft Bene�ts (Annual)  

Client Value
$        
1,000.00

Time savings/year
          
2,600.00

Error reductions
          
1,200.00

Total Soft Bene�ts
Annually

$        
4,800.00

Bene�ts over project life
$    
33,600.00

   

Estimated Project ROI
$    
22,754.25

Note that there are subtotals that show total hard costs, soft costs and an overall
project ROI. If there were multiple ways to solve a technical problem, you could have
multiple ROI models or have a model that compares these numbers side by side. For
example, if you are considering Microsoft Of�ce 365 versus an Open License model,
you would want the costs and bene�ts of each approach. You may want to portray
the costs of in-house IT, managed services and hosted options.

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

mailto:info@cpapracticeadvisor.com


Some cautions and common errors

Remember that any model is just that: a model. It is not a guarantee of success nor
will you always remember to consider all factors. It is a common error to overlook
key issues or items. However, the model does help you think through each project
and justify or deny the project on its merits. Remember that a good owner manager
sometimes has to “just decide” to implement a project because it is the right strategic
thing to do. However, we know a number of decisions are simply made emotionally
without any model. For example, how do you justify the car that you drive?

Another common error is over estimating the soft ROI. Be realistic in your estimates.
You may learn over time that you have a tendency to overestimate or underestimate.
After doing the post project analysis, look at the numbers and actual results,
assuming that the factors can be measured. As an example here, there has been a
trend to “throw away the time sheet”. If you did that, how much time was saved by
not keeping time? How was this time used? Some of these types of analysis are
impossible with the �nancial information of many �rms.

Flat rate value billing may simply be a pricing strategy that had little to do with
wasted time during �rm operations and you won’t be able to do an accurate post
project ROI analysis. We frequently see overly optimistic bene�ts of working
anywhere, anytime, any device (AAA) without factoring in the issue of running more
slowly. We also see too much or too little value placed on working remotely.
However, remember that these estimates are yours, and you need to objectively
review these numbers after implementation.

One last common error: never believe a vendor’s ROI model. You can and should
adapt their numbers to your model, but we recommend consistency year after year so
you know your estimates are correct. We believe a number of technology initiatives
have been implemented with false ROI expectations. You can use this model to
estimate the ROI on any existing recurring IT cost and have a pretty good idea where
you are getting a reasonable return and where you are not. However, be prepared if
you do this exercise, because some of the numbers may not be too pleasant.

On the other hand, it may be hard for you to see the soft bene�ts of a deployed
technology because you are used to the way it works. We frequently see perceived
cloud bene�ts because local implementation was done so poorly. Likewise, we
frequently see perceived local installation bene�ts because recurring costs tend to be
lower.

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

mailto:info@cpapracticeadvisor.com


—–

Randy Johnston is executive vice president and a shareholder of K2 Enterprises, technology
CPE provider in the U.S. and Canada. He is also CEO of Network Management Group, Inc.
(NMGI).

 

 

Financial Planning  • Firm Management  • Technology

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

http://www.nmgi.com/
https://www.cpapracticeadvisor.com/section/financial-planning/
https://www.cpapracticeadvisor.com/section/firm-management/
https://www.cpapracticeadvisor.com/section/technology/
mailto:info@cpapracticeadvisor.com

