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The Great Billing Dilemma:  Hourly Rate 

Versus Fixed Fee 

 

In reality, any business that sells a service or any element 

thereof is selling exper�se based on �me. Billing hourly rates 

is very much the norm amongst certain industries, such as 

accountants, lawyers, designers, informa�on technology (IT), 

consultants and so on for the reason that, by the very nature 

of the type of services being offered, �me to conclude a 

project is o#en unknown, unpredictable or open ended. 

 

However, an hourly rate can be a psychological obstacle for 

many prospec�ve clients. 
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 CONTACT DETAILS 
 

The same job quoted in two different ways can cause very different reac�ons.  Here is an example: 

 

1. Say that the service will cost R 500 

2. Say that the service will take you around an hour to complete and will cost R 500 per hour. 

 

A prospec�ve client would happily accept op�on 1 but would almost certainly hesitate at op�on 2. Why 

is that?  The most obvious reason is that clients get peace of mind knowing upfront exactly what they are 

going to spend and can budget accordingly.  
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Going Beyond Accounting, Taking Your Business Forward 
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The Con’s for Fixed Fees 
 

In the fixed price model, the fees are loaded to 

take care of any unexpected eventuality.  

Inexperienced business owners would find 

difficulty in establishing a fixed fee as they don’t 

know how long a project should take.  Moreover, 

the service provider’s priority is exactly opposite 

to that of the client’s as the service provider will 

focus on spending as liBle �me as possible on the 

project as any �me that runs over will consume 

their profit, whereas the client wants them to 

spend as much quality �me as possible, o#en 

taking advantage of a fixed price, as it costs the 

client nothing extra.   

 

The Pro’s for Hourly Rates 
 

• The client ends up with a be3er service 

Managing �me creep with fixed fee billing 

makes service providers more resistant to 

changes to a job or task.  Charging hourly rates 

allows for flexibility. 

 

• It reduces the client’s risk 

The client can feel more comfortable that the 

project will be taken to its final comple�on and 

that no shortcuts were made that could put 

them at risk, for example, penal�es, interest 

and addi�onal taxes imposed by SARS due to 

lack of thorough accoun�ng or carelessness.  

 

• Pay only for the hours worked 

Clients pay only for the hours worked that 

directly benefits them in solving their problem 

and mee�ng their needs.   

 

• It’s cheaper 

Yes it is! Because fixed fee billing quotes are 

loaded to cover unexpected situa�ons, in 

reality, the client does not get the cheapest 

price; they get the price best for the service 

provider.   

 

   
 

The Con’s for Hourly Rates 

(and how to avoid them) 

 

Undervalued and Mistrust 

Service providers can o#en feel devalued or 

mistrusted when clients ques�on their bill that 

they would not dream of doing when, for the 

exact same service, the price is fixed. This 

outlook might stem from the client’s misplaced 

percep�on that they are buying �me and not 

value.   Timesheets are the obvious record 

keeping method of service providers billing 

hourly rates, but it has its disadvantages for the 

service provider too, as they are controlled by 

�me every minute of the day affording them no 

space to think more crea�vely and “outside the 

box”.  Providing an es�mate to a client, rather 

than a quota�on, would be sensible. 

 

Perceived Lack of Accountability, Planning and 

Budge#ng 

Yet there are also those who think that charging 

by the hour means there is no accountability on 

the service provider’s part nor planning or a 

general budget, or worse, being ripped off (not 

premium clients, but some clients might feel this 

way).  Would anyone trade in their reputa�on 

and success built up over years for dishonesty?  

A clear solu�on to crea�ng a budget would be to 

include a clause in the service contract seIng a 

limit to the fees a client may wish to incur.   
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Clock watching 

An obvious drawback when billing per the hour is 

that some clients might watch the clock all the 

�me, o#en causing undue pressure on the service 

provider that can lead to their full exper�se being 

underu�lized or even a decline in the rela�onship 

by reason of the client’s growing mistrust.  

Although this view relates to a vastly small 

percentage of business owners, service providers 

would be doing themselves well by avoiding 

unreasonable business engagements. 

 

Unfair  

Hourly rates are inherently unfair for experienced 

service providers as they will be beBer and faster 

than most but will make less money. A win for the 

client though! 

 

Loss of #me = Loss of Income 

When �me is lost, it is gone forever, and so has 

the income related to that lost �me. 

 

Selecting the right method of billing for 

your project, industry or client 

 

The one real difference between a fixed price and 

an hourly rate is which party accepts ultimate 

liability for the budget. It all comes down to that. 

There is one question you should ask every time 

you approach a new project: how confident are 

you that you can drive a good profit? If you are 

not confident, you should insist on hourly billing 

and that the client takes on the risk. If you are 

confident, then work with a fixed price. 

 

Whether it is an hourly or a fixed price, warn the 

client about changes and how they will affect the 

budget. Keep a careful eye on the problem you 

are trying to solve. The fact is, the difference 

between the two when run by a veteran business 

owner is minimal. 

 

 

 

 

Here’s the Good News! 

 

Although Business Accoun#ng Network has 

adopted the accoun�ng industry’s standards 

using a hybrid of hourly rate billing and fixed 

fees for certain services, independent 

franchisees are able to “reward” their clients 

who have been clients for more than 12 

months with fixed monthly fees at their sole 

and absolute discre�on.  The client has an 

op�on to either be billed a monthly fixed fee 

for regular accoun�ng and payroll services or 

be billed for all services provided over a 12 

month period, including tax returns and annual 

financial statements, and by doing so, will 

relieve billing surprises.  Naturally, work done 

outside the scope of the terms of engagement 

will be billed for at hourly rates over and above 

the fixed fee. As one would expect, fixed fee 

billing is not appropriate for all business 

owners or types of businesses and for that 

reason the method of billing rests with the 

Service Provider.  
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