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Accurate billing is an essential aspect of project profitability for professional services teams.
In many scenarios, individuals will work on several projects simultaneously throughout the
day. Even for businesses that don't use billable hours, and instead use a per-project
approach, understanding how much time is spent on a project can help determine the cost.

Time tracking is the process of logging work hours and monitoring work. This could mean an
employee tracking how long they spend on a task or an organization tracking employee
hours through timesheets.

Benefits of time tracking
. . . . . Tip
Time tracking enables accurate client billing, so it’s a

particularly vital part of a successful professional

services project. Streamline time management

using automated timesheets.
For example, if there’s an unexpected issue that Then, use that data to create
needs to be resolved that requires an extra 20 or 30 stakeholder reports.

minutes of employee time, how will this be accounted
for? This lost time impacts productivity and can
create inconsistencies in perceived output.

Learn more -

Here are some benefits of keeping a close eye on time:

v Allows for better performance analysis

v Shows team leaders insight into where additional training or support is required
v Empowers employees to take responsibility for their productivity

v Provides data that can highlight the positives and negatives of daily performance
v Reduces margin of error in the billing process

Time tracking best practices

= Clarify which tasks must be tracked

El

6 Professional services teams must be clear about how much time they spend on
certain tasks. General allocations like “4 hours spent working on Tuesday” aren’t
specific enough. Time needs to be broken down into tasks such as client
research, survey data analysis or competitor research.
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Decide when to track time

Outline when teams will be tracking time. This could be at the end of each work
day or an automatic task timer that’s started and stopped as needed for breaks.

Decide how to track time

O—0—0 Is there a time log made in an Excel spreadsheet to enter hours? Teams can also
use automated time-tracking software to help with this. Whatever the method,
be sure to stay consistent and get into a routine of tracking and submitting the
time spent on each task to ensure accountability.

Planned vs. actual hours
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Planned hours outline the estimated number of hours allocated for completing
a certain task. As changes occur, the project manager can adjust the planned
hours tied to a task to create a more accurate forecast.

Actual hours track the total number of hours completed to finish a certain
project, a metric that helps determine if the project was successful. Projects
become less efficient when there’s a large discrepancy between the estimated
and actual hours. If possible, project managers can reference historical data
from similar projects to help put together a more accurate estimate in the future.

Reallocating tasks to hit targets

It's possible to reallocate tasks if it’s unclear where resources are allocated.
Even the best project plans experience change along the way.

@

How is it possible to tell what’s happening on the ground compared to the plan?
Project reports.
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Generate reports to get a full picture of the project and how it's progressing. This helps
balance resources for a professional services team and provides a vehicle to communicate
client updates. For example, resource reports outline the team’s workload and whether
they’re over-tasked or idle.

Common types of project reports

Project status reports

“Can | have that status report in an hour?” It's the kind of question managers
hear often. Maybe it's from the project sponsor, client or a colleague. This is the
most common type of project report.

Produce status reports weekly or monthly—some projects even require daily
status reports during the implementation phase. The frequency depends on
where you are in the project and how much there is to say. There’s no point in
reporting daily if tasks take over a week as there won’t be progress to report on.

@3‘_,/_"5 Progress report
il

=] The progress report is one of the most important reports for professional
services teams as it's an update on whether the project is meeting the baseline
set by the schedule and budget. It's another way to inform stakeholders about
where the project is at that time.

Be specific and note the key data points. Then, write a brief introduction that
includes a summary of the project status, general information about the
schedule, a cost update and expected project completion.

2 Risk report

Reporting on risks can be essential for stakeholders who want frequent
updates. The risk report should include a summary of the project’s risk profile,
but the risk presented is subjective. For example, only include the details for the
risks that have the potential to create the most problems for the project. Then,
include a statement on the lower-level risks, perhaps summarizing how the
team is managing them.
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® Resource report
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How do managers know who is doing what and when? The resource report
shows the breakdown of who is allocated to which task on which day. Use this
report to pinpoint over-allocation problems and ensure there aren’t schedule
overlaps.

Overall, resource reports are one of the most useful reports, although they can
be difficult to interpret at first. Spend time understanding how to read the
reports to know how to change the schedule as needed.

ﬂ Variance report
A variance report compares the planned Tip
outcome against the actual outcome,
providing a metric to measure if the Reports and project dashboards

project is on track, ahead of or behind go hand in hand. Progress dis-
schedule. It collects and organizes the

played on dashboards is a great
compared data such as the budget, tool to visually track progress

schedule or scope of the project
variable. The variance report is a tool to
analyze variance or a measurable
change from the baseline.

Learn more -

There are several variance reports, such as cost variance, variance at
completion (budget surplus or deficit), scheduled variance and others. Variance
reporting is mainly used when analyzing budgets or spending and reporting on
trends.

p Closure report
Projects don’t end with the delivery of the product or service. Some documents
need signing off, teams to be released and more. That's called project closure,
and a project closure report ensures these administrative tasks are completed.

Project closure is the final project deliverable, and senior management uses it to judge
project success. It records the final sign-off from the project sponsor and launches
activities such as best practices for future projects. This process is needed for all
projects, regardless of their size.
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How can teams distinguish a flourishing project from a mediocre
project? In professional services, the definition of profitability
extends beyond simply calculating revenue. Professional services
teams also need to consider:

v How much time was invested into the project

v Human resources including the differing costs of manpower at
various skill levels

v What assets were utilized and how effectively they were
managed

v Any investments made in technology

Why is project profitability important to
professional services teams?

v Shows efficient resource management: Profitability quickly
outlines whether resources were used effectively. If there are
improvements, adjustments can be made.

v Informs pricing strategy: Understanding project profitability can
help establish pricing strategies. This enables teams to stay
competitive while still ensuring a profit. It avoids the pitfalls of
underpricing while calculating the minimum rate needed to
guarantee profits.

v Helps plan for future projects: Professional services organiza-
tions are always looking to grow and evolve, and historical data on
project profitability can help the project pipeline. If risks are iden-
tified in this process, it can inform mitigation strategies to avoid
them in the future.

Key profitability metrics

Below are the financial measurements that organizations use to
evaluate the project’s performance and business impact.
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Profitability index

The profitability index (Pl) determines if the project is financially viable and if the investment
justifies the return. If the index is less than 1, the expected cash flows are likely not worth the
initial investment. If the index is equal to 1, the expected cash flows are the same as the initial
investment and the project is expected to break even. If the index exceeds 1, the project will
likely be profitable. The higher the number, the more appealing the project.

C Profitability index (PI) = Present value of cash flows / Initial investment>

Gross profit margin

This profitability ratio shows how well a firm uses direct materials and labor during
production. The higher the gross profit margin, the better the efficiency in turning raw
materials or labor into profit. Think of it as a way to measure how a professional services firm
manages projects and their costs.

C Gross profit margin = (Gross profit / Revenue) x 100 >

Net profit margin

The net profit margin helps determine the operational efficiency and pricing structure. It
includes overhead, administrative expenses, taxes and interest on debt.

C Net profit margin = (New profit / Revenue) x 100 >

Employee utilization rates

Resource optimization requires understanding whether employees are working at capacity
without feeling burned out.

C Utilization rate = (Billable hours / Available) >
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Tips to improve profit margins

It can be difficult to understand how to improve profitability, but we've outlined four steps to
boost profit margins

O,

@)

Reduce or eliminate scope creep

When additional work is injected into a project without the needed evaluation and
compensation, it results in scope creep. To avoid this, define the project scope from
the jump and ensure a change management process is in place.

Avoid projects with low profit margins

While it's tempting to take on every project, not all make sense for the organization.
Look at the current project portfolio to identify and eliminate those that provide low
profit margins. This allows for the redistribution of resources toward more lucrative
projects.

Track time efficiently

Time tracking, especially through time tracking software, helps monitor employee
utilization and identify bottlenecks. As a result, teams can maximize billable hours.

Prioritize client retention
Generally speaking, it’s more expensive to acquire new clients than retain existing

ones. Client satisfaction, communication and relationship building are key factors in
long-term profitability.

As the project progresses and the final tasks are completed, it reaches the closure stage
where the customer accepts the deliverables.




Project
closure

ProjectManager



Project closure is the last phase when the project manager verifies that the client, stakehol-
der or customer has accepted the project deliverables. If the project or product is ongoing,
then maintenance must be set up.

The manager will also review the project before closing it, rating performance and comparing
that to the baseline. The team will be part of this process, offering their observations and
feedback to guide future projects.

The importance of closure is more than just signing off on all documentation, fulfilling con-
tracts with vendors and releasing the team to participate in other projects. It ensures the
original objectives have been met and ties up any loose ends, such as risks or issues that
have remained open.

Steps to closing a project

@ Evaluate the project

Managing a project isn't only about tasks and resources, budget and deadlines, it’s
an ongoing learning experience. Now is a great time to look back without pressure or
distractions.

Gather the core team to invite feedback about what worked, and what didn’t.
Encourage honesty during the project evaluation process. By documenting the
mistakes and the victories, it's easy to build a catalog that offers historical data. Go
back and look over the information for precedents when planning for new projects.

Projects are never standalone but part of a continuum where the specifics might
vary, but the general methods usually remain the same. There’s a wealth of
knowledge produced after any project closes. For example, conduct a
post-implementation review to determine whether the project met its objectives and
what things could be done better in the future.

@ Complete paperwork

As noted, projects generate reams of documents. These documents must get
sign-off and approval from stakeholders as it’s legal proof that these documents have
concluded. That includes closing all contracts with internal partners or vendors or
any other contracted resources.

This includes addressing all outstanding payments. Make sure that all invoices,
commissions, fees, bonuses, etc, are paid.
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@ Release resources

The team was assembled, but now they can be cut loose. This is a formal and
important process that frees them for the next project. Ensure everyone is paid in full.

@ Archive documents

There are lessons to be learned from old projects, so meet with the team regularly
and reflect on the process. Without an archive to pull the old records, the gained
knowledge is lost because of poor organization.

Before closing a project, archive all the documents, notes and data that could prove
useful. This might include legal teams, HR teams or even successors.

@ Celebrate success

Congratulate the team on a job well done. This creates closure and plants a seed of
encouragement for future projects.

Project closure checklist

v Start with the project scope document and ensure all requirements are met

v Ensure all deliverables are complete and signed by stakeholders

v Other project documents must be signed by the appropriate person, including
outstanding contracts and vendor agreements

v Once documents are finalized, process them, pay invoices and close any project-related
contracts

v Finalize all project reports and organize and archive them as historical data for future use

v Use collected paperwork to identify and document the lessons learned, including any
stakeholder feedback

v Assign a transition support person to shepherd the project after completion so the
project closure is thorough

v Release or reassign project resources, including the team, personnel and any equipment
or site rentals

v Celebrate with the team to give them positive reinforcement before the next project
starts

With so many details in the air at once, especially across a portfolio of projects,
professional services teams can rely on best-in-class software to improve every aspect
of project management and client interaction.
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Manage scope creep in real time

The last thing project managers want during professional services projects is scope creep.
To combat this, teams can use ProjectManager’s award-winning Gantt chart to closely plan
projects and monitor the baseline. Build detailed plans that track four types of dependencies
and manage labor costs throughout each project phase. Compare planned versus actual
data at any time to see if additional resources are needed to stay on track. If there’s a
bottleneck, spot it before it derails the project altogether.
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Streamline communication across teams and stakeholders

With ProjectManager, you can create guest accounts to provide clients and stakeholders live
visibility into your work. They can see progress and budgets in real time through automated
dashboards and reports. In a few clicks, project managers can download relevant reports
and send them as a PDF or print out the Gantt chart to show progress during a presentation.
Providing peace of mind to stakeholders at every project phase instills a sense of
transparency and builds trust.
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Maximize value from billable hours

To ensure you’re using resources wisely, use timesheets, workload charts and other built-in
time-tracking tools. The workload chart makes it easy to see who is working at capacity and
who can take on more. Timesheets can automatically populate using task data to make it
effortless to track time. When timesheets are ready for review, approved parties will receive
notifications to keep the project on schedule. If there are recurring tasks in a workflow,
automate them so the software does the busy work for you.
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Ready to try ProjectManager
for yourself?

Start free trial

Want to talk to our expert
sales team?

Contact us
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