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versus understanding that the best businesses
in its industry are at 35 days. Perhaps discov-

ering that a company’s IT spending
lags meaningfully behind industry
peers would prompt an investigation
into the type of IT in which competi-
tors invest and why. Are easy-to-use
billing systems enabling them to han-

dle higher sales volume? Are upgraded Web-
based technologies helping them interface
directly with clients or helping internal project
teams share information? Are competitors
using customer relationship management sys-
tems to their advantage? 

With more information available on pri-
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AccountingFirms
By Bradley J. Allen, CPA 

By strategic design or by instinct, busi-
nesses do benchmark. Many tend to
compare their current financial perfor-
mance, operations, sales and marketing
figures against their previous year’s
figures. Though this kind of internal
benchmarking has solid advantages, it is only
half the story. 

Benchmarking is powerful when it is the
first step in identifying performance gaps
between a company and its competitors or
peers. Think about the value of knowing that a
company improved its accounts receivable
from last year’s 55 days to 45 days this year,

Highlights

B2
Most Useful Peer Group
Information

B2
MAP Survey Statistics

B3
Starting Salaries to Stay
at or Near 2003 Levels
This Year

B3
Modernization, Human
Capital Issues Raised at
Tax Forums

B4
Consumer Alert on
Credit Counseling
Agencies

B4
IRS E-Services
Launched

B4
Write CPA Letter
Articles, Receive CPE
Credit

Benchmarking Outside the Box

A
M

E
R

IC
A

N
IN

S
T

IT
U

T
E

O
F

C
E

R
T

IF
IE

D
P

U
B

LIC
A

C
C

O
U

N
TA

N
T

S

January 2004

continued on page B2

Top Quartile

Percent
Trade Accounts Receivable (% of Total Sales)
(Industrial Products 10-15MM)

Trade Accounts Receivable (% of Total Sales)
(Industrial Products 15-20MM)

Number
Days Receivable (DSO)
(Industrial Products 10-15MM)

Days Receivable (DSO)
(Industrial Products 15-20MM)

Pe
rc

en
t

Nu
m

be
r

Bottom QuartileMedian
0

5

10

15

20

25

0

10

20

40

60

80

30

50

70

Industrial Products: $10 million to $15 million
 Working Capital, except Inventory
  Percent of Total Sales
   Trade Accounts Receivable (% of Total Sales) 21.10 13.40 8.20 Percent
 Ratios
  Activity
   Days Receivable (DSO) 30.05 49.01 76.78 Number

LEGEND
Top 

Quartile
Bottom 
Quartile UnitsMedian

Source:
Pricewaterhouse-
Coopers’ AMMBIT®

(Advanced Middle
Market Business
Intelligence Tool)
designed for small
and midsize private
companies with
sales up to $500
million.

One Key 
Metric



vately held companies, small and midsize businesses can benchmark
to redesign business processes, understand company value drivers,
conduct strategic forecasting, manage costs and minimize taxes. 

Benchmark, Analyze, Act
Let’s look at how a business could use just one key metric, accounts
receivable/days sales outstanding, to improve performance. Days
sales outstanding (DSOs) is an integral part of managing almost
every company’s working capital. 

The exhibit on the previous page shows the accounts receivable
collection period, or DSOs, for fabricated metal manufacturing
businesses in the $10 million to $15 million revenue range to the
$15 million to $20 million revenue range. The median performers
in the larger companies show a higher investment in accounts
receivable and almost 10 days’ higher DSOs. 

A fabricated metals company in the $10 million to $15 million
revenue range that anticipates growing into the $15 million to $20
million range could see from the exhibit that as it grows it may
require a higher investment in accounts receivable. Alternatively, if
the company could maintain its investment in accounts receivable at
its current level, it could obtain a competitive advantage as it grows
by freeing up the capital to invest in further growth.

Examining the metrics for larger businesses in the industry
could help a company understand and plan for the metrics it should
anticipate as it grows. 

However, too often we’ve seen companies initially extend their
DSOs so that they can grow. One company with about $17 million
in revenues in the industrial product service and rental area had
higher-than-average DSOs. On investigation, the company found
the following correctable underlying causes:
• Unnecessarily liberal payment terms for larger customers, which

created a precedent allowing other customers to slow their pay-
ments.

• Bad debt had increased with the age of the receivables.
• A high incidence of billing errors caused by growth and other

factors, which resulted in break downs in the billing process and
significant collection delays.

• The company lacked discipline in promptly wrapping up service
projects, which delayed billing and collection.

A company must understand the full impact when it carries

costs that exceed those of its industry peers. Having cash in hand
allows companies to pay down debt, reinvest in the business and
invest in productive assets to grow the business. Often, the biggest
cost that businesses overlook is opportunity cost. Whether a com-
pany is embarking on an aggressive growth plan, considering an
acquisition or just wants to know how it stacks up to competitors,
benchmarking provides the guideposts to proceed with confidence.

bradley.j.allen@us.pwc.com ammbit@us.pwc.com

Bradley J. Allen, CPA, is a PricewaterhouseCoopers partner
and chief architect of AMMBIT® (Advanced Middle Market
Business Intelligence Tool), an online benchmarking tool
designed for small and midsize private companies with sales up
to $500 million.

B2 T H E  C PA  L E T T E R / M E D I U M  F I R M S  •  JA N U A R Y  2 0 0 4

Published for AICPA members in medium firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor Ellen J. Goldstein, CPA Letter editor
973/763–2608; fax 973/763–7036; e-mail: adennis@aicpa.org 212/596–6112; egoldstein@aicpa.org

continued from page B1—Benchmarking

MAP Survey Statistics

As readers know from an article in last
month’s main CPA Letter, the PCPS/Texas
Society of CPAs National MAP Survey has
recently been released. The survey provides
valuable benchmarking data for regional
and local accounting firms. Among some of
its findings:

Earnings and rates. Firm employees
reaped the benefits of local and regional

firm success. The average salary increased
5% over last year and bonuses averaged 5%
of total salary. On average, owners took
home 36% of their firm’s income, with
each owner averaging approximately
$150,000. Entry level CPAs’ salaries aver-
aged $37,000. The average hourly billing
rate for a professional earning $50,000 rose
to $95 this year from $86 in 2002. 

Retirement plans. The data reveal that
nearly 74% of firms have a retirement plan.
Among all firms, 45% have a provision for

partner retirement, of which 70% are
funded plans.

The survey is free to PCPS members.
For more information on how to purchase
the survey or join PCPS:

800/CPA–FIRM 

www.pcps.org, click on the 2003
PCPS/TSCPA National MAP Survey
logo on the left side of the screen

Most Useful Peer Group Information
A recent PricewaterhouseCoopers Trendsetter Barometer
Survey of over 400 of the fastest-growing businesses in
the U.S. found that companies that benchmark their per-
formance against their peers outperform companies that
don’t by almost 20%. Among the peer group information
they found most useful:
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Starting Salaries to Stay at or
Near 2003 Levels This Year
Average starting salaries next year
for accounting and finance profes-
sionals should remain consistent
with 2003 levels, according to the
2004 Salary Guide from Robert Half
Finance & Accounting and
Accountemps. Additionally, experienced
accountants who can help businesses
improve cash flow and address new report-
ing requirements will be in demand,
research shows.

“While salary levels overall will likely
remain stable, candidates with highly
sought-after skill sets may see modest gains
in compensation,” said Max Messmer,

chairman and CEO of Robert Half
International. “Companies faced with
increasing workloads are recruiting finan-

cial professionals in areas such as
internal audit, credit and collections
and general accounting.

“Employers are hiring selec-
tively, focusing their recruiting
efforts on professionals who can

provide solid leadership and contribute
immediately to critical business opera-
tions,” Messmer added.

Stable Salaries Forecast in Public
Accounting
Average starting salaries for public accoun-
tants should remain little changed from
2003 levels, the survey showed. Managers

at midsized public accounting firms ($25
million to $250 million in annual sales) can
expect base compensation of $57,000 to
$74,250, a 1.4% increase over last year.
Average starting salaries for senior accoun-
tants at large public accounting firms (more
than $250 million in annual sales) are fore-
cast to rise an average of 1.1%, to the range
of $48,750 to $62,250 annually. Both direc-
tors and managers at large public account-
ing firms are expected to see base compen-
sation increase 0.9%, with average starting
salaries ranging between $77,750 to
$119,000 and $63,000 to $82,250 per year,
respectively.

To get a copy of the salary guide, go to:

www.rhii.com/resources/index.html
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Modernization, Human Capital Issues Raised at
Tax Forums
The IRS Oversight Board says that tax practitioners who partici-
pated in the IRS National Tax Forums believe the nation’s tax
administration system is better than it was five years ago.
Nonetheless, the agency must make progress with its busi-
ness systems modernization program and overcome pressing
human capital issues, according to the oversight board. 

Thousands of tax practitioners attended the IRS-spon-
sored forums, which were held in six cities and concluded in
Sept. The oversight board led discussion groups at each
event to probe the views of those who deal regularly with the IRS
and IRS employees.

“Board members spoke with dozens of accountants and tax
preparers throughout the nation, as well as IRS employees, at this
year’s forums,” said board chair Nancy Killefer. “And there is no
question that the IRS is making progress in improving service.”

IRS’ e-filing and the agency’s Web site were often cited as effi-
cient time-savers, and the National Taxpayer Advocate Service was
praised for its hands-on approach to solve specific problems. 

However, practitioners voiced impatience at the IRS’ slow
progress in modernizing its computer systems. All are now accus-
tomed to modern business systems used by major financial service
companies, and say their work is slowed by the IRS’ aged legacy
systems.

Forum participants also raised concerns about human capital
issues. Although IRS employees continue to adjust to the agency’s
major reorganization, their workload continues to grow, and many
said that employees are retiring and often are not replaced.

Turnaround in Appeals
According to Dave Robison, Director of Appeals at the IRS, one of
the division’s greatest challenges is keeping up with its growing
workload. Last fiscal year, Appeals handled about 100,000 cases,
up from about 68,000 in FY2001. The division says it is finding
ways to shorten the appeals process. Emphasizing early interven-
tion, including “fast-track” settlements, and following successful

models in areas such as innocent spouse, is helping, the Service
says. Robison says that the division is becoming more effective,
resolving 90% of cases it receives. 

The division also reported a dramatic increase in employee sat-
isfaction. In FY2002, Appeals ranked lowest among all IRS divi-

sions in the agency’s annual Gallup workforce survey. This
year, Appeals’ employee satisfaction jumped dramatically. 

“Appeals’ turnaround is a remarkable achievement,”
said Killefer. “In only a few years, this division has made a
real difference for taxpayers who want to resolve their cases
without resorting to litigation.”

Board Calls for Long-Term Tax Administration Initiative
The board called on the IRS to undertake a major initiative to
develop a long-term performance measure. 

According to Bob Tobias, chair of the board’s Performance
Measurement Committee, “Although the IRS made significant
strides in measuring its performance, it has struggled with the
development of long-term performance measures and more impor-
tant, outcome measures that can be used to track the ‘health’ of the
nation’s tax administration system.”

What’s needed, Tobias said, is to create national goals that
define a “Healthy Tax Administration for 2015.” Such an effort, he
said, would “assess the health of the tax system, assess how well
the tax system is working, and identify outcome measures that are
indicators of health, much like taking the temperature of individuals
to determine if they are sick.” He outlined a recommended
approach to undertake the concept, which would culminate in a
report.

IRS Commissioner Mark Everson agreed with the concept, and
pledged the IRS would implement the initiative.

Business Systems Modernization
The board also discussed the status of the IRS Business Systems
Modernization program. Six independent analyses of the program
are under way. The board’s Business Transformation Committee
will review the findings.

http://www.rhii.com/portal/site/https-vapprd-rhi/?epi_menuItemID=921699c909496715edb82f90448fbfa0&epi_menuID=ef52b3e1882e1705edb82f90448fbfa0&epi_baseMenuID=2111d04442fcebd99d3e9df2448fbfa0


Consumer Alert on Credit
Counseling Agencies
The Internal Revenue Service, the Federal
Trade Commission and state regulators
together issued a consumer alert for those
seeking assistance from tax-exempt credit
counseling organizations. The IRS noted
that many consumers seek help from not-
for-profit credit counseling organizations in
managing their debt or “repairing” dam-
aged credit. The agencies urged consumers
to be cautious when choosing a credit coun-
seling organization.

Many credit counseling organizations
provide valuable help, the agencies said, but
an increasing number of complaints indi-
cate that some are engaging in questionable
activities.

Federal and state regulators are con-
cerned that some credit counseling organi-
zations using questionable practices may
seek tax-exempt status to circumvent state

and federal consumer protection laws. State
and federal statutes regulating credit coun-
seling agencies often do not apply to
Section 501(c)(3) tax-exempt organizations.

The IRS offered the following tips to
consumers:
• Check that the organization helps the

consumer manage better through coun-
seling and education.

• Carefully read through any written
agreement that a credit counseling orga-
nization offers. It should describe in
detail the services to be performed; the
payment terms for these services, includ-
ing their total cost; how long it will take
to achieve results; any guarantees
offered; and the organization’s business
name and address.

• Beware of high fees or required “volun-
tary contributions” that, with high
monthly service charges, may add to a
consumer’s debt and defeat any efforts to
pay bills. 

• It is illegal to represent that negative
information, such as bankruptcy, can be
removed from a credit report. Promises
of quick and easy fixes are a red flag.

• Make sure that creditors are willing to
work with the agency. If they are, follow
up with creditors regularly to make sure
the debt is being paid off.

• Check the organization’s record with
state agencies and the local Better
Business Bureau. 

To address some concerns, the IRS has
stepped up its enforcement efforts to ensure
that existing Section 501(c)(3) organiza-
tions are complying with the applicable
rules and regulations. Further information
and background can be found in Fact Sheet
2003-117.

Clients who believe they have been
victims of credit improvement fraud should
file a complaint with the FTC:

877/FTC–HELP    www.ftc.gov

IRS E-Services Launched

The Internal Revenue Service has launched the first of a suite of
Internet-based business tools that it says give tax professionals and
financial institutions easier access to client information.

Known collectively as e-services, the suite of products pro-
vides tax professionals with new choices for working electronically
with the IRS. The first three products provide a foundation for
future services that will significantly enhance how the IRS does
business with tax professionals and those who file selected informa-
tion returns, such as banks and other financial institutions.

“These new e-services begin a series of steps that will improve
how tax professionals interact with the IRS,” said IRS Commissioner
Mark W. Everson. “Through the use of technology, we are working to
simplify and reduce the burden on thousands of tax professionals and
more than 4 million firms that send us special information returns.”

Three recently introduced e-services are:
• Registration. Before using other e-services products, tax profes-

sionals must register online to create an electronic account.
Registration is a one-time process for tax professionals to select a
user name, password and personal identification number. An on-
screen acknowledgment immediately confirms the registration
process. For security purposes, a confirmation code is also mailed
to the tax professional to complete the registration process.

• Preparer Tax Identification Number application. The Preparer
Tax Identification Number, or PTIN, application lets a paid pre-
parer apply for and receive a PTIN immediately over the
Internet. There is no longer the need to complete and mail a
paper Form W-7P. This should reduce processing time and input
errors associated with a paper application. Anyone paid to pre-
pare a tax return must sign the return and provide either a PTIN
or a Social Security number. The ability to substitute a PTIN for
a Social Security number began in 1999 to address concerns that

clients and others outside the IRS could use a preparer’s Social
Security number inappropriately.

• Interactive Taxpayer Identification Number matching. This
option, known as TIN matching, is a new pre-filing service
offered to banks or others that pay income subject to backup
withholding. Authorized payers can match up to 25 taxpayer
identification number and name combinations against IRS
records before submitting an information return. Results of the
match are returned within seconds. This pre-filing check pre-
vents mismatches and possible penalties for the payer. In the
past, only federal agencies could request TIN matching.

Future e-services include an online application for those who
want to become authorized e-filers, an expansion of TIN matching
that allows bulk matching of thousands of Taxpayer Identification
Numbers within 24 hours, and special incentive products for e-filers
who file more than 100 electronic returns.

Register through the Tax Professionals page at:

www.irs.gov
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Write CPA Letter Articles, Receive CPE Credit
The CPA Letter public practice supplements encourage readers
to share information and experiences through bylined articles on
subjects of interest to your fellow practitioners. Moreover, if the
topic fits our editorial calendar and your article is featured, you
may claim continuing professional education credits for the time
you spent preparing the article (in accordance with the Joint
AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1, 2002). The first step
is to submit article topics for approval to:

adennis@aicpa.org

mailto:adennis@aicpa.org
http://www.irs.gov
http://www.ftc.gov
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