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Introduction: A New Way of Doing Business
In an uncertain financial world, we need all the help we can get to profitably deliver a great experience to clients. Fortunately, CPAs are not alone: Financial advisors also need to find new ways to work. And most important, clients want and need more services than ever before.

There’s a solution that can solve many of these challenges, a win-win-win situation: We believe that a strategic alliance between our firms will not only provide additional revenue for both firms but, even more important, increase client loyalty with a minimal outlay of time and capital. A well-structured strategic alliance will give clients access to a world of wealth management that dovetails neatly with the services you already provide.
To fully appreciate the power of providing wealth management services, consideration should be given to the many challenges that both our firms face—and the financial services opportunities that a strategic alliance can bring to each of us.
In this strategic action plan, we will explore the opportunities in wealth management and show how a strategic alliance can address many of the important challenges present at each firm. Moreover, we will show you an action plan that provides specifics on how the strategic alliance can provide <CPA Firm Name> tax and accounting clients with the services they want, resulting in highly profitable wealth management clients. 
Overview of Our Strategic Alliance Consultative Process 

An effective strategic alliance between the right CPA and wealth management firms provides both organizations with substantial opportunities. In order to thoughtfully and deliberately explore strategic alliances and ensure their success, we use a systematic five-meeting consultative process, summarized below. 
We have progressed with <CPA Firm Name> through the third meeting. At today’s meeting and in this document, we present our strategic action plan recommendations. 

	Meeting
	Actions

	1. Exploratory Meeting
	Assess chemistry; determine probable potential; mutually decide whether to continue.

	2. Key Stakeholder Meetings
	Interview key partners and tax manager; identify opportunities to work together.

	3. Strategic Action Plan (SAP) Development Meeting
	Meet with champion to develop SAP and prepare for presentation to rest of CPA firm.

	4. SAP Presentation Meeting
	Present strategic action plan to all key CPA partners; gather input and refinements for the SAP.

	5. Ongoing Meetings
	Discuss client introductions; review progress of SAP activities; identify further opportunities.


A CPA Firm’s Challenges

This section discusses a range of challenges faced by many CPA firms. Your potential strategic partner may face some or all of these challenges, or have additional challenges that are not described here. Using your notes from the Exploratory and Brainstorming Meetings, modify this section as needed to accurately describe the challenges faced by your strategic partner.

CPA firms today face considerable pressure; the old ways of doing business are no longer effective. The large majority of CPA firms face this pressure. Additionally, firms that wish to become more competitive by offering wealth management face the specific issues involved in creating a new service for their clients.
Changes in the Financial World

Many CPA firms may not have yet fully realigned themselves with the new ways in which affluent clients want to conduct their financial affairs. Recent market volatility has motivated many clients to question their overall wealth management strategies and, in particular, consider switching professional advisors as they work toward first preserving and then restoring their wealth.

Commoditization of Services and Prices

Tax preparation and accounting services, cornerstones of CPA practices, are no longer growth industries. Consumers continue to use off-the-shelf tax software and “chain store” tax preparation companies. Fees have become commoditized: You may find that you are charging the same prices for the same services as other firms in your area.
Client Conversion 
Your clients are demanding the ability to get all their financial services in one place—something CPA firms alone can’t achieve. While most CPA firms have broad, stable client bases for their accounting and tax practices, many CPAs have had relatively little success in converting many of those clients to wealth management. In fact, it is not unusual for just a handful of a firm’s accounting and tax clients to also become wealth management clients. 

Getting Everyone on Board

Converting clients is not your only problem; indeed, it can be difficult to get all the partners and staff on board with new services traditionally outside the scope of accounting firms. Many CPAs interested in adding wealth management to the mix experience a distinct lack of support from their partners. This can manifest itself as anything from lack of interest to outright objection, but in every case it makes it much more difficult to succeed in wealth management.

The reasons for this lack of support vary from one CPA partner to the next, but they often revolve around an aversion to the risk associated with wealth management, concern about jeopardizing the established accounting business or just simple fear of the unknown. 

Time Pressures

Even if you are all in agreement that you want to move into new services such as wealth management, you will likely find that you do not have nearly enough time, given your current staff. Many CPAs report difficulties freeing up time to spend on their wealth management practices. With substantial obligations to run their firms and attend to tax and accounting clients, there is little time left to focus on expanding the wealth management side of the business. 

Personal Interaction
Although technology has certainly helped CPAs in their practices, it has reduced the need for personal contact. Thanks to email and file-uploading services, you are probably finding that there is less face-to-face contact between you and your clients. This lack of personal interaction means less loyalty and more difficulties with client retention.
Internal Issues

CPAs also have to address problems within their firms. Valuations of accounting firms are typically running at 0.85 to 1 times yearly revenues. (By comparison, financial services firms are often worth more than 2 times yearly revenues.) Finally, there is a recruitment problem. CPA firms are having trouble attracting staff and new partners, possibly because of the limited growth opportunities.
The Wealth Management Opportunity
As sages have written, there are no such things as “problems,” only “opportunities.” The problems that beset CPA firms can often be turned around. Each change in the financial services world can be explored and possibly leveraged to your advantage. By offering your clients complete wealth management services through a strategic alliance, you will directly confront many of your challenges while you realize substantial business growth. 
Revenue and Profit Potential
Modify the text and table from the example below to reflect your proposed strategic alliance. Begin by inserting your potential strategic partner’s annual accounting revenue. To estimate total investable assets, multiply the annual accounting revenue by 100. Calculate the assets that would be converted based on your initial goal. Then calculate the management fees on those assets and your potential strategic partner’s share of that revenue based on the calculations proved in the example. Be sure to recalculate and double-check all of your figures.
With your annual accounting revenue of $5,000,000, we estimate that your affluent clients have approximately $500,000,000 in investable assets. Our initial goal would be to convert 25 percent of your affluent clients to our consultative wealth management process in the first 24 months of our alliance. This would result in approximately $125,000,000 in assets under management. 
Assuming our average annual wealth management fee of 1.0 percent, the yearly fees for these assets would be approximately $1,250,000. Your firm’s 25 percent revenue share would therefore amount to approximately $312,500 each year after the strategic alliance achieves its initial targets. Of course, to the extent that we convert additional clients to our wealth management process, the firm’s revenue share would grow.
Exhibit 1 summarizes the revenue potential for your firm in the proposed strategic alliance. 

Exhibit 1

Wealth Management Revenue Potential for <CPA Firm Name>

	<CPA Firm’s Name> annual accounting revenue
	$5,000,000

	Estimated investable assets of <CPA Firm’s Name> clients
	$500,000,000

	Assets to be converted to wealth management process (25 percent of total estimated investable assets)
	$125,000,000

	<Your Firm Name> annual asset management fee of 1.0 percent
	$1,250,000

	<CPA Firm’s Name> annual revenue (25 percent of asset management fees)
	$312,500


In addition, this revenue for <CPA Firm Name> would carry a relatively high profit margin. Once clients are converted to the wealth management process, there would be very little cost to your firm moving forward, beyond participation several times a year in our professional network meetings.

Ability to Offer Clients Additional Services
Many affluent individuals wish to obtain financial services through their CPA advisors. As Exhibit 2 shows, slightly more than half (50.9 percent) of 2,200 surveyed high-income individuals and small-business owners wish to obtain investment products from their CPAs. Three-quarters (74.6 percent) wish to obtain insurance through their CPAs. 
As their CPAs, you are often your clients’ most trusted advisor. It’s clear that they will likely turn to you first for financial services—if you make those services available with a compelling value proposition. Your ability to provide these additional services will only enhance your position as a trusted advisor. Many CPAs have been providing wealth management but often with a difficult and relatively low-profit-margin business model: being reactive to their clients’ wealth management questions and charging hourly fees.
Exhibit 2
Prospects Very Likely to Obtain Financial Products from Their Accountants
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All 1,521 individuals in the survey group had an annual income of $75,000 or more. All 719 small-business owners surveyed had been in business for at least ten years and owned businesses that generated at least $10 million in revenue annually. 
Source: Russ Alan Prince and Douglas D. Wright.
Important Business-Building Opportunities 
As Exhibit 3 shows, CPAs surveyed by CEG Worldwide see multiple advantages in providing wealth management services to their clients. 
Exhibit 3

Reasons to Provide Financial Services
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Number of CPA partners surveyed = 394. 
Source: CEG Worldwide, Capturing the Potential, 2004.
In the text below, insert discussion on any additional business-building opportunities and benefits you and your potential strategic partner have identified.

From our discussions, we know that your firm is likely to enjoy the benefits listed below and a range of others, many of which directly address the challenges the firm has been facing:  

· Increase in client retention rates. Clients who get additional satisfactory services are more likely to stay with you over the long term. Also, these additional services mean that you and your clients will be communicating more frequently, further cementing your relationships.
· Additional introductions. Your enhanced client relationships will likely lead to more introductions from satisfied clients. And since affluent families tend to know other affluent families, these will be qualified introductions—ones appropriate for your firm.
· Enhanced competitive ability. By offering wealth management services, you will make your firm stand apart from your competition, which primarily offers commoditized services and products. 

· Increased firm valuation. As your revenues increase as a result of the wealth management offering, the firm will become more profitable and thus increase its valuation. 
· Increased ability to attract new partners and staff. As your firm’s revenues, profitability and valuation all increase, it will become easier to recruit new, young partners and staff into the firm. 
The Advantages of a Strategic Alliance
Wealth management is clearly the right direction for the forward-looking CPA firm. There are multiple ways to achieve this, but we believe that the best tack is through a strategic partnership with an established wealth management firm.  
The big choice is whether to start an internal financial services department or to collaborate with outside financial services providers. CEG Worldwide research examined CPA firms that are offering financial services to discover which option generates more revenue. Across firms of all sizes, they found that the CPA firms using the collaborative model earned substantially more revenue from financial services and products than did firms using in-house providers. (See Exhibit 4.)
Exhibit 4

Revenue from Financial Services and Products 

	
	Service Delivery Model

	
	Internal
	Collaborative

	Firm Size
	Small
	$637,959
	$791,183

	
	Medium
	$638,000
	$897,671

	
	Large
	$645,364
	$919,846

	
	Very large
	$1,080,000
	$2,490,417


N = 203 CPA firms.

Source: CEG Worldwide, Succeeding Amid Adversity, 2010.

Because they rely on outside providers, the firms using the collaborative model earn a substantially higher profit on their revenue. Without the direct costs and overhead associated with employees, nearly all their financial services revenue will end up on the bottom line. 

In contrast, firms with in-house financial services must pay salaries, benefits and other overhead for their employees who provide the financial services. These costs must be drawn from their revenue. Almost by definition, the firms using outside financial services providers enjoy a substantially higher profit margin on their financial services revenue.

Also, by working in a strategic alliance, CPA firms can continue to concentrate on their core competencies in accounting and taxes. Their expertise in these services is the basis for their ability to attract clients and obtain referrals.

Finally, setting up an in-house wealth management division is both time-consuming and expensive. The partners have to find the right people and bring them into the firm. But with a strategic alliance, the startup costs are low and firms can begin offering the services almost immediately.

Exhibit 5 outlines the advantages and disadvantages of each model.

Exhibit 5

Internal vs. Collaborative Model: Advantages and Disadvantages

	
	Internal Model
	Collaborative Model

	Ability to realize a substantial profit margin on the financial services practice
	Lower
	Higher

	Ability to easily offer a wide range of financial services and products
	Lower
	Higher

	Requirement for initial investment in infrastructure to support financial services
	Higher
	Lower

	Ability to quickly move into the financial services business
	Lower
	Higher

	Ability to continue to focus on core competencies
	Lower
	Higher

	Potential for disclosure and liability issues 
	Higher
	Lower

	Potential for cultural conflicts with financial services professionals
	Lower
	Higher

	Potential for conflicts over division of work
	Lower
	Higher

	Potential for conflicts over compensation
	Lower
	Higher


Source: CEG Worldwide.
Strategic Action Plan

Now we get to the heart of the matter: the action plan that provides new and valuable services to your affluent clients and, by doing so, puts new significant revenues into your hands.
In the paragraph below, describe the strategic alliance’s goal for client conversion in a clear, succinct manner, as in the example shown.

The plan’s goal is very straightforward: convert ten clients each quarter into the wealth management process. To accomplish this goal, we offer the following three specific recommendations. 
The following sections describe CEG Worldwide’s three major recommendations for new strategic alliances with CPA firms. Modify this section as necessary according to your discussions with your potential strategic partner. You may need to modify, add or remove recommendations.
Recommendation One: Launch a Pilot Program
To set the stage for desired results and the long-term success of the alliance wants, we recommend an initial focus on a proven best practice: a pilot that will introduce the wealth management process to key partners at the firm and to select top clients who are suitable for the wealth management service. 
Below are the key elements of our consultative wealth management process:

1. Thoroughly understanding clients. This means comprehending not just their financial goals and challenges but who they truly are as people, including their most important values and motivations. To gain this level of understanding, we will use a single critical tool: the Total Client Profile. This is our method of understanding the client as completely as possible. 
2. Establishing a close, consultative relationship with each client. Through our consultative process, we will methodically build the client relationship while uncovering and addressing clients’ financial challenges. We call our process the Consultative Client Management (CCM) Process. The CCM Process consists of five meetings:

a. The Discovery Meeting. The financial advisor uncovers the client’s true financial needs.

b. The Investment Plan Meeting. The client is presented with a detailed investment plan that describes the individual’s needs and risk tolerances and provides benchmarks for tracking progress toward his or her goals.

c. The Mutual Commitment Meeting. The client agrees to move forward with the investment plan and all parties agree to work together. 

d. The 45-day Follow-up Meeting. The financial advisor helps the client understand and organize the financial paperwork. At the same time, this meeting provides the financial advisor with an important opportunity to address any concerns. 
e. Regular Progress Meetings. At the first Regular Progress Meeting, the financial advisor presents to the client the advanced plan, which addresses key financial concerns beyond investments. Progress toward goals is then monitored at subsequent meetings.

3. Identifying and delivering advanced planning recommendations. We manage a network of financial professionals that is highly qualified to accurately identify and then effectively deliver the required range of advanced planning services, including wealth enhancement, wealth transfer, wealth protection and charitable giving.
Recommendation Two: Offer the Second-Opinion Service
We recommend next building on the pilot program to undertake a systematic offering of the second-opinion service to all of your clients who are qualified for wealth management services. There has not been a better time in recent history than now: Clients are focused on their finances and have you uppermost in their minds. We have found that the optimal way to do this is to offer your clients a second opinion on their finances, as outlined below.
Identify the Right Clients

Create a list of the clients who meet the ideal profile for wealth management services.
These clients ideally would meet some or all of the following criteria:

Provide a list of your ideal client characteristics, such as assets under management, geographic location, financial challenges and personal enjoyability.
· <A list of characteristics of your ideal client here>
To help you prioritize, list the clients in descending order according to the amount of assets you estimate that they have. 

As you do this exercise, you may find that some clients to whom you wish to offer wealth management do not meet the minimum assets necessary. You do not need to automatically rule out these clients. If they appear to have the potential to accumulate substantial assets in the future, and we would all enjoy working with them, consider adding them to your list. 

Regardless of the amount of assets they have, transitioning clients to wealth management must always be in their best interest. Clearly, it is of foremost importance to serve the clients first, and transitioning them to wealth management must always leave them in a more favorable position to achieve their goals. Otherwise it should not be considered. 

Make the Second-Opinion Offer
Working from your list, contact each client by phone or at your next regularly scheduled meeting. We recommend that you explain the second-opinion offering in this way: 

“Joe, as you know, you have been a client with our firm for a long time. We really appreciate the relationship we have with you and look forward to continuing to work with you in the future.

“As a firm, our primary concern is helping our clients make informed financial decisions. The best way to do that is by looking at your whole financial picture, which includes your investments, risk management and estate planning needs in addition to tax planning. We are not experts in all of these areas. Therefore, in order to offer this expanded level of service, we have formed a strategic alliance with a local wealth management firm, <Your Firm Name>. They are offering a complimentary second-opinion service to our clients.

“With their team of experts, they will thoroughly examine your current situation and identify any gaps that need to be addressed in your financial plan so that you can feel assured that you are on track to meet your financial goals.

“<Your Firm Name> employs a very disciplined process to understand who you are and what you are trying to achieve. This begins with a deep and comprehensive Discovery Meeting.  We think you will find that this is really worth your time. May I have him/her give you a call to arrange a time for you to meet?”

If desired, we can provide you with a written script for making the second-opinion offer.

Follow Up

The next step, once you have reached out, is for us to conduct the Discovery Meeting, as noted above. This is where we will uncover your clients’ true financial needs. We will go far beyond specific asset management or estate planning requirements and into the realm of your clients’ most important values, relationships and lifelong dreams.

Recommendation Three: Conduct Private Client Events
Together, we can create and conduct a series of invitation-only private events designed specifically for our mutual clients. In addition to providing attendees with a solid strategy for coping with today’s volatile markets, it will position both of our practices as being extremely responsive to your clients’ current challenges, with a clear call to action of how they can address these challenges. And thanks to today’s technology, we have an option for live events in addition to the traditional in-person meeting: webinars. The process for delivering highly effective events—whether live or virtual—is described below.
Employ an Effective Marketing Strategy
In this stage, our goal is to ensure that the right people are in attendance for each of the private events. We’re not looking for warm bodies to fill the seats; we want true prospects who are highly qualified for the wealth management offering. To this end, we will conduct an assessment call to identify specific goals and objectives for the events, the target market, the communication strategy, and the timetables for build out and delivery.

Implement an Effective Registration Process

We will implement a process so that each incoming telephone registration call for the private event is handled in an extremely professional manner. These contacts may be influential in determining whether the client will eventually choose to enter the consultative process. 
Deliver a Powerful Event
We recommend seven steps, listed below, for the presentation itself. These are designed to establish trust and create an emotional bond with the attendees. This trust and emotional connection will in turn facilitate our objective: having attendees enter into our consultative process. 
1. Warmly greet each attendee.

2. Make a casual but enthusiastic introduction.

3. Provide a solid opening with key questions and statements setting the stage for both practices.
4. Clearly describe the key content of the presentation.

5. Frame the presentation by showing that clients can get their problems resolved by becoming part of the wealth management process.
6. Ask for questions from the audience. 
7. Close the meeting with a strong call to action for the second-opinion service.
Offer a Compelling Call to Action
We will build into the presentation a call to action that creates excitement and motivates participants to want to personally follow up after the event. We will offer participants what 81 percent of affluent clients want: a second opinion that addresses each person’s unique objectives and spells out exactly what we would do if we were in their shoes. By motivating them to enter the consultative process in this way, we believe that we will capture a large share of these clients’ wealth management business.
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