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What is a Best-in-Class Accounting
Firm?
I recently spoke at a BDO Alliance conference where the theme was identifying traits
of high performing �rms and their leaders. One speaker used a bell curve to describe
‘best in class’ �rms, with the majority of �rms falling in the middle or ...
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I recently spoke at a BDO Alliance conference where the theme was identifying traits
of high performing �rms and their leaders.  One speaker used a bell curve to describe
‘best in class’ �rms, with the majority of �rms falling in the middle or “bell” part of
the curve and a small percentage representing �rms substantially above or below the
average.  I would suggest that the percentage of typical local �rms (revenue below
$15M – 99% of all multi-partner �rms) that fall on the right-hand side of the bell
curve is well under 5%.

What IS a Best In Class Firm?
Presentations by Sam Allred, Allan Koltin  together with my own material suggests
these traits:
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Strong partner unity. The partners really like each other and live and breathe
the �rm’s core values every day.  Little unresolved partner con�ict.
Culture is everything. There is a shared belief that culture trumps strategy.
A premium is placed on �rm members collaborating and helping each other
out.
Firm members are highly engaged every day. They feel excited about the �rm.
The goal of every engagement is to make clients better, not just getting the
work done.
A common belief that in order to be highly successful, the �rm must
continuously change and evolve. They regularly challenge the status quo,
even when successful and pro�table.
Leadership (not limited to the MP or the Board, but leadership by all
partners) is compensated and valued higher than origination, billable hours
and book of business.
High performing partners are rarely seen alone, especially on sales calls.
Client satisfaction is linked with partner compensation.
A commitment to increasing consulting services to meet clients’ needs.
Partners who are the better business developers and/or have the biggest client
bases are committed to delegating clients to others so this revenue can be
replenished.
They have a succession plan

in writing

. They understand that the best succession plan equals solid practice management,
which is characterized by terri�c leadership, growth and great staff.

Observation #1
What’s the obvious thing missing from the above?  No metrics are stated, especially
average income per partner.  I’m sure that the speakers would agree that achievement
of best in class traits while posting below average pro�tability would not qualify a
�rm as best in class.  The great baseball movie, Field of Dreams is famous for the
iconic refrain “if you build it, they will come” – implement a great idea and success
will follow.  That’s the message that the speakers were sending:  Embrace and adopt
these high performing traits and your �rm will become a best in class �rm, which
will lead to enviable pro�tability.

Observation #2
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There isn’t one �rm in the country that would reject any of these best in class traits
as desirable.  But if less than 5% of all typical local �rms are best in class, what holds
back the other 95%?

First, most CPA �rms adopt a �awed organizational model.  Firm leadership usually
plays second �ddle to client and staff issues and is not valued highly when it comes
to partner compensation.   Partners are too busy working IN the business instead of
ON the business, focusing on client activities at the expense of management, staff
mentoring and strategic plan execution.  Partners are compensated primarily for
short-term accomplishments – usually production metrics, with little else
mattering.  As a result, partners develop a “busy” mentality – perhaps without
realizing it – of working on one client project after another after another…without
being able to step back and work on the things that will make the �rm best in class.

Second, a degree of complacency has set in for most �rms, subconsciously preventing
them from really trying to become a best in class �rm.  It’s hard to blame them.  Their
income per partner is $410,000.  The average partner will pocket $14 million in
compensation and retirement bene�ts during their ownership tenure.  Partners love
their jobs.  They love their clients who love them back.  Little partner accountability. 
Life is good.  Partners reading the list of best in class traits instinctively see that
becoming a best in class �rm will require signi�cant changes in the way the �rm
operates that they may not be willing to make.  Plus, to be frank, many �rms lack the
high degree of partner cohesion, unity and leadership necessary to focus and commit
to best in class traits.

=====

Marc Rosenberg is a nationally known consultant, author and speaker on CPA �rm
management, strategy and partner issues. 
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