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Cost of service delivery

Important – please read

This presentation has been developed to provide you with a simple 

step by step approach to help you adapt your business model –

helping to deliver both your, and your clients, long term goals and 

objectives.

There are a number of ways of achieving the objectives outlined in this 

document. This document provides a suggested structure that you may 

find useful and is for information only. You may wish to explore other 

formats should you feel this approach is not suitable for your business.

abrdn accepts no responsibility or liability for your use of the 

information contained in this document or for reliance on it by you or 

any other person.

©abrdn plc 2022, reproduced under licence. All rights reserved.
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The challenge

Price vs. value – finding the right balance

What does value mean to your clients? And how do they define 

satisfaction? It’s only when you know these things that you can really 

price your proposition accordingly. The challenge for any business is to 

find a level of pricing which both reflects your client value proposition 

while creating a sustainable level of profit. 

Value is an emotional experience as well as a monetary one – it is the 

feeling that you are getting a good service at a reasonable price. The 

dilemma for an advisory business is that service can often be 

intangible, so as a result clients can often revert to what is tangible –

price – to make decisions.

Businesses can price their services too low and then struggle to 

service the demands of their clients. As a result, clients can become 

disillusioned with the service and unhappy – when in fact they would 

have been prepared to pay more, provided the figure stayed within 

their “ball park”.

Focus on value, not price. 

Perceived value 

Confidence 

and reliability

Value 

Value 

Ball park
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The challenge

The “ball park” theory

As a rule of thumb, 80% of client satisfaction is about the relationship. 

It’s about meeting the emotional needs of your clients by creating and 

delivering a client proposition based around relationship and advice, 

rather than simply price. 

As long as the price you charge is in the clients “ball park”, then they’ll 

feel they are getting good value. However if the price is out of the “ball 

park”, emotion will once again determine the outcome - for example:

• too low and your clients may feel suspicious of the quality being offered 

• too high and your clients may think they are being taken advantage of  

The breadth of the ball park (what the market will bear) is dependent 

on both: 

• external factors - the market environment

• internal factors - the activities that your business undertakes to deliver 

your service proposition

Perceived value 

Confidence 

and reliability

Value 

Ball park
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The steps

As a starting point, every business needs to understand the cost of providing its 

services so that it can establish the price required to make a reasonable profit 

margin. So, part of this exercise is to analyse the costs involved in delivering the 

client proposition. After completing this exercise, you will be able to identify the 

different elements of your service proposition and the associated costs to the 

business, helping you to create a charging structure that ensures all client 

interactions are profitable ones. 

While working out the hourly charge rates for the various roles is relatively simple, 

you will have to make several assumptions about the availability of people across 

the year.

The following diagram outlines the process we will follow to develop a profitable 

and scalable service delivery:

Step 1
establish hourly 

charge rate

Step 2
establish cost of 

service delivery

Step 3
check capacity of the 

business

Step 4
check, review 

and refine



Alternative pricing models:

• hourly charge rate

• percentage of assets/ funds under management

• fee based on tax saved

• fixed fee for specific types of work

• fixed project costs

• combination of the above
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Step 1 – establish hourly charge rates

For any charging model, it is tempting to try to base a pricing structure first and foremost on what might be deemed acceptable or familiar to clients. A more logical 

approach is to work backwards from the level of revenue the firm needs to achieve, then calculate what price needs to be charged based on the number of chargeable 

hours available to the firm. Even if you do not intend to use an hourly charge rate it will provide you with a useful benchmark, and sound basis for working out other 

approaches to pricing your propositions.

How do you ensure your pricing model is profitable?   

You need to work through the following process: 

1. decide on the target revenue (£)

2. work out how many hours you can realistically charge each year

3. work out chargeable rate to achieve your target revenue  

Once this is known, you can then consider whether the resultant rate is acceptable to clients (or not) –

is it in the ball park?  Do not undervalue your expertise and knowledge and end up undercharging for 

your services. Focus on the value you provide. Clients will - and do - value the services you provide 

them with. Don’t be afraid to charge accordingly.

Revenue target/total chargeable hours per year = benchmark hourly rate
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Step 1 – establish hourly charge rates

However, if it does appear too high (or low), there are a number of 

elements you can adjust until an acceptable benchmark hourly rate 

is arrived at, namely: 

• target revenue/cost base

• profit margin

• chargeable hours available

If none of these can be adjusted, then you will need to think about 

upgrading your client proposition/ target client base to achieve a target 

audience where the benchmark hourly rate is acceptable. 

This approach can then be used to set revenue targets, total 

chargeable hours and hourly rates at office or business wide level –

and progress against these can be easily mapped throughout the year. 

Finally, the hourly benchmark rate can also provide a basis for setting a 

fee scale based on staff roles, level of experience and qualifications 

(we will explore this later).

1. Decide on the target revenue (£)

You first need to identify the level of gross revenue the business needs to generate 

in a financial year, remembering to take account of current fixed costs, overheads 

and desired profit margin.

For example: 

Taking into account fixed costs, overheads and desired profit 

margin, a firm hopes to generate revenue of £700,000 in the next financial year. 

Fixed costs/overheads

These are the costs that your business will incur even if you’re not giving 

financial advice, for example, rent, utilities, and staff wages. It’s these costs 

that are quite often forgotten about when pricing your services. You may take 

on clients whose charges cover time and effort, but do not make an 

contribution to your fixed overheads. You should be able to obtain what your 

fixed costs/ overheads are likely to be, either from your Business Plan or from 

your Cashflow Forecasts. Alternatively, you could check your previous Profit 

and Loss Statement and isolate all of the overheads on it.

This is not an exact science, but does provide a framework that enables you 

to think about the essential issues and develop a starting point as opposed 

to using a rough estimate. Firms often underestimate the cost of some 

processes, as clients often change their mind. 

Also, staff sometimes make mistakes (no matter how good they are), so watch out 

for this in your cost estimates.
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Step 1 – establish hourly charge rates

2. Work out how many hours you can realistically charge each year

When you're selling your knowledge, skills and services, you're effectively selling time. The key point here is that you have to be realistic about the amount of time you 

can actually charge out during any one year. You also need to think about the different roles individuals play in the business and their part in delivering the client 

proposition. 

For example:

A firm is made up of four members of staff - senior adviser (principal), adviser, paraplanner and administrator. We need to identify the amount of time each 

contributes. We can then assign a cost per hour for each, and then calculate the overall cost of providing the proposition.  

Let’s start with the adviser. They could work 40 hours a week every week of the year, in theory that’s 40 x 52 = 2,080 hours of working time at their 

disposal. However, it’s very unlikely that they are going to work this full amount. You do need some holidays (say five weeks). If they get sick, they might 

lose another week. They will also have to undertake training (say two weeks).

Then include all the other non-chargeable activities (general admin tasks, team meetings, etc.). Let's assume that these non-chargeable tasks account for 

10 hours per week (44 weeks). So a further 440 hours needs to be deducted for these tasks. So the working year now shrinks to a more realistic 1,320 

hours.
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Step 1 – establish hourly charge rates

Description: Adviser  Hours Balance

Available hours/ year (52 weeks x 40 hours) 2,080 2,080

Less holidays (25 days x 8 hours/ day) 200 1,880

Less sickness (5 days x 8 hours/ day) 40 1,840

Less training (10 days x 8 hours/ day) 80 1,760

Less general admin (10 hours/ week x 44 weeks) 440 1,320

Balance available 1,320

Chargeable hours is time spent on client related activities that could be charged for i.e. face-to-face meetings, telephone contact, research/analysis, report writing, 

client-related travel etc. 

Hint: One way to find out how much time you're spending on such tasks is to keep a diary for a week (or longer if appropriate), you might be surprised to find out how much time is taken up with such 'non-chargeable’ work. 
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Step 1 – establish hourly charge rates

This process will now need to be repeated across the business, 

and per member of staff conducting the various roles (i.e. adviser/ 

paraplanner/ administrator). You will need to make appropriate 

adjustments for the allocation of holidays, training time, general admin. 

However, the principal remains the same.

This in turn can enable you to calculate likely revenue streams by staff 

member, branch office and in total across the business. In our example 

we have four members of staff with the following chargeable hours 

available per year: 

Even where a member of staff is not client-facing, it is still important to 

assign an hourly charge to their work to identify the total cost of all 

activities involved in servicing your clients.

Employee role Hours available per year

Senior Adviser (principal) 1,100

Adviser 1,320

Paraplanner 1,450

Administrator 1,000

Total hours available 4,870
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Step 1 – establish hourly charge rates

A fee scale can then be established based on staff seniority, 

experience and qualifications, using the benchmark rate as the median 

rate to be charged. Firms obviously have to ensure that the fee 

charged adequately reflects an employee’s own remuneration. 

Using the worked example the hourly rate for this firm could be set at: 

Make your own estimate using the process outlined and the example 

above. It’s not an exact science, but does provide a framework that 

enables you to think about the essential issues and develop a starting 

point as opposed to using a guesstimate. Even if you do not intend to 

use an hourly rate it is an extremely useful benchmark for any 

alternative pricing structures you may choose.  

3. Work out chargeable rate to achieve your target revenue

The next stage is to divide the target revenue by the available 

chargeable hours. For example, assuming the firm aims to 

generate revenue of around £700,000 – the firms benchmark 

hourly rate is £144.

£700,000/4,870 = £144

Job role
Chargeable hours 

available

Hourly rate 

(£)
Revenue target (£)

Senior Adviser 1,100 £250 £275,000

Adviser 1,320 £190 £250,800

Paraplanner 1,450 £120 £174,000

Administrator 1,000 £60 £60,000

Total revenue = 

£759,800
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Step 2 – establish cost of 

service delivery

Now that you have established the hourly charge rate, you can use this 

information to ensure the time spent on the delivery of the different 

processes and activities that make up your client proposition is costed 

out profitably and reflected in the charges paid by your clients. 

One of the biggest challenges is ensuring the cost for each task 

accurately reflects the hours involved. In order to work this out you 

need to establish:

• who carries out each activity

• the time involved

• the associated cost of delivering that element of the 

client proposition

This will enable you to calculate the price point for any service 

proposition, as well as supporting your standard client propositions with 

an ancillary ‘menu of charges’ - allowing your clients to access 

additional services for a set fee as the need arises. 

Example

The following provides a sample template which can be used to 

capture a list of processes/activities, for key elements of your 

client proposition. By completing this, you will see in what 

proportion the different resources in the firm are being used and 

consider whether this is a sensible allocation (as well as whether 

the cost is likely to be acceptable to clients – is it in their ball 

park?).
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Step 2 – establish cost of service delivery

Cost of delivery template – in order to deliver the new client journey, the following processes, people, time and costs will apply: 

For example: 

The minimum cost for the firm to deliver the new client 

journey is £2,975. This does not include things such as 

travel expenses etc.

In this example, the following hourly charge rates apply:

Hourly charge rates for:  £ per hour 

Adviser £190

Paraplanner £120

Administrator £60
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Step 2 – establish cost of service delivery

This exercise can now be repeated for each of the key processes and activities that support the delivery of your client proposition.

For example: 

You can now repeat this exercise for the ongoing client 

review service.

In this example, the following hourly charge rates apply:

Hourly charge rates for:  £ per hour 

Adviser

Paraplanner 

Administrator 
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Step 2 – establish cost of service delivery

Where the cost allocated to any task looks excessive, you have the option to reduce it by either: 

• Considering if the task can be assigned to a lower cost member of staff

• Depending on the client segment, consider if the task can be removed

• Consider if technology could help reduce the cost/time taken

True cost of service 

This exercise will help to ensure the amount you charge covers the cost/ desired profit margin associated with providing 

these services - avoiding the risk of providing these services at a loss to the business and/ or inadvertently 

creating a cross subsidy between clients.  

Now that you understand the true cost of your service delivery you should avoid the temptation to under-price the 

service in order to attract new clients. Instead, the focus should be on value not price. Efforts should be focused on 

selling your client proposition, explaining clearly to clients what they are receiving at each stage of the advice process. 

This process may also provide you with a great opportunity to review your existing client bank – refining your 

propositions in line with a price they are willing to pay and migrating them to a proposition that reflects this. 
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Step 2 – establish cost of service delivery

Menu of charges

Once you know how much the individual elements of your client 

proposition cost you can use this information to create a fixed price 

“menu of charges”. The table opposite shows an example “menu 

of charges”.  

This can be used as a “standalone” – allowing clients to pick and 

choose additional services as and when required during their 

client journey. 

This could be particularly relevant for transactional clients - ensuring 

clients know the services available to them, the relevant costs, and 

you get paid for the work done. 

Menu of charges

Annual review and reports £600

Unlimited phone and email access to paraplanner £240

Full annual admin service £200

Half year valuation £80

Tax return info to accountant £60

Utilising annual capital gains service £30

Professional connection ad hoc communication £60

Quarterly news letter £40
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Step 3 – check capacity of the business

Ongoing 

advice

Number of clients

The capacity crunch

You now need to check that the business has the capacity to deliver your proposition. The following provides a 

sample template which can be used to check the adviser capacity in your business:  

If we assume that an individual adviser can manage around 150 to 200 clients, how do you effectively service a 

greater proportion of your client bank (i.e. shift the red line to the right)?

Job 

role

Chargeable 

hours 

available

“Gold” 

clients

Typical 

hours/

year

“Silver” 

clients

Typical 

hours/

year

Implied client

hours per 

year

Capacity

(negative –

over capacity)

% 

overfunder

capacity

Senior 

Adviser
1,100 75 12 4 4 1,300 -200 18

Adviser 1,320 20 12 4 4 1,040 280 21
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Step 3 – check capacity of 

the business

Assess your resources

You may need to review the structure of the business (people, 

processes, technology, and areas of advice) to ensure that you can 

deliver your proposition: 

• People – do you have enough of the right people, can they be better 

utilised, what training do they need?   

• Processes and procedures/technology – what is currently in 

place, what needs to be reviewed, what needs to be changed? Can 

any of this be outsourced?   

• Areas of advice – can you free up time currently spent on lower 

value clients? 



The Golden Rules

A successful approach to pricing your proposition should 

incorporate the following elements:

• pricing model driven by senior management 

• involve key stakeholders in the process (especially 

advisers)

• pricing structure clearly communicated to everyone  

• pricing structure consistently applied across the entire 

business 

• consistent messaging/ communication developed for 

clients 

• dynamic process – reviewed on a regular basis
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Step 4 – check, review and refine

Finally, you need to ensure that your cost of service is within your clients ball park.

Check

Market experience is your best benchmark to help establish your pricing model. 

Benchmarking also enables you to compare your pricing structure against that of your 

peers. This may help you identify areas where you can make changes and in turn make 

your business more profitable. 

Road testing with your clients should also give you a very positive reaction. Our 

experience shows that most clients can see the value 

if you create a clear pricing model linked to a defined set of services. Remember you are 

doing it for their feedback - do not ignore it. 

Review and refine

Nothing stands still in this world, so it is vitally important that you continue to review and 

refine your pricing structure on a regular basis. Client and market expectation change 

over time, as will the requirements of the regulator. Equally, improved technology will 

allow you to address your cost base, improving on processes and service, and helping 

build valuable and profitable relationships into the future.       
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