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Tax compliance can be one of the most 
overwhelming challenges Shopify merchants 
face, especially when scaling their business or 
expanding geographically. With over 13,000 sales 
and use tax jurisdictions in the U.S. alone – each 
with its own rates, rules, and frequent changes – 
keeping up is a daunting task. Add international 
VAT, customs duty and import tax regulations, 
nexus obligations, and exemption management 
into the mix, and the stakes get even higher.

Featuring a relatable cast of merchant 
archetypes, this guide explores common real-
world tax scenarios faced by Shopify sellers, and 
demonstrates how Avalara’s seamless integration 
with Shopify helps solve their challenges. Whether 
you’re a small business owner or managing an 
enterprise, Avalara’s powerful automation tools 
save time, reduce compliance risks, and give you 
the confidence to grow your business worry-free.

7 real solutions from Avalara
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Scenario
Sarah started her custom jewelry business in 
California, handcrafting personalized necklaces 
and bracelets for local customers. As demand 
grew, she expanded her online store, selling 
to customers across multiple states. With each 
sale, she faced new tax obligations – different 
states had unique thresholds, rates, and filing 
requirements. Manually tracking where she owed 
taxes and ensuring she collected the correct rates 
at checkout became overwhelming.

Solution
Avalara for Shopify automates compliance, 
helping to ensure Sarah collects and remits the 
correct taxes without manual effort. Real-time 
tax calculations apply more accurate rates across 
13,000+ sales and use tax jurisdictions, while nexus 
tracking alerts her when new tax obligations 
arise. Automated filing compiles and submits 
returns on time, reducing errors and saving hours 
of work. 

Outcome
With Avalara, sellers like Sarah can confidently 
expand their business, knowing tax compliance is 
handled automatically. Instead of spending hours 
tracking rates and filing returns, they can focus on 
fulfilling orders and growing their brand.

Scaling tax compliance as your business grows

CHALLENGE 1 :
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CHALLENGE 2:

Scenario
Ryan runs an online store selling specialty coffee 
beans and brewing equipment through Shopify. 
Business was steady until he noticed more 
customers abandoning their carts at checkout. 
After investigating, he realized the issue: 
unexpectedly high tax charges were driving them 
away. The lack of clear, accurate tax calculations 
not only hurt conversions but also eroded 
customer trust.

Solution
Avalara for Shopify eliminates surprise fees 
by applying real-time, address-based tax 
calculations at checkout. Customers see more 
accurate rates based on their exact shipping 
address, preventing overcharges. With transparent 
tax estimates, Ryan can build trust and keep 
customers from second-guessing their purchase. 
Seamless Shopify integration helps to ensure a 
smooth checkout experience without friction.

Outcome
With Avalara, sellers like Ryan see fewer 
abandoned carts and more completed 
purchases, as customers feel confident in their 
total costs upfront.

Preventing cart abandonment due to 
unpredictable tax charges
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Scenario
Emma runs a Shopify store selling handmade 
skincare products and recently expanded into 
international markets, including Italy and India. 
She quickly discovered that these countries require 
mandatory e-invoicing and real-time tax reporting 
to local tax authorities. Manually keeping up with 
these requirements – and the risk of hefty fines for 
mistakes – became overwhelming.

Solution
Avalara’s E-Invoicing and Live Reporting (ELR) 
feature automates compliance by generating 
digital invoices that meet country-specific 
regulations. Real-time tax reporting sends 
transaction data directly to tax authorities, 
reducing manual errors and ensuring 
transparency. With global adaptability, Avalara 
simplifies complex reporting rules across multiple 
countries, saving Emma time and reducing 
compliance risks.

Outcome
With Avalara, sellers like Emma can expand their 
global reach, knowing their business is set up 
to comply with international tax reporting and 
e-invoicing mandates.

Complying with real-time reporting requirements

CHALLENGE 3:
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Scenario
David and Priya co-own a Shopify store that 
sells specialty lab equipment to tax-exempt 
organizations across several states. While their 
B2B sales were growing, managing exemption 
certificates became a major burden. They 
frequently received incomplete or expired 
certificates, putting them at risk of compliance 
violations. Organizing and retrieving these 
documents for audits also consumed hours of 
their team’s time each month.

Solution
Avalara for Shopify automates exemption 
certificate management, ensuring tax-exempt 
transactions are handled smoothly. Centralized 
storage keeps certificates organized and 
accessible in one secure location. Automatic 
validation flags missing or expired certificates, 
reducing errors and audit risks. Easier retrieval 
allows quick access during audits, saving David 
and Priya valuable time.

Outcome
With Avalara, sellers like David and Priya 
eliminate the hassle of manually managing 
exemption certificates.

Managing exemptions and exemption certificates

CHALLENGE 4:
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CHALLENGE 5:

Scenario
Lina runs a Shopify store selling handcrafted 
leather handbags. As she expanded to 
international markets, calculating customs duties 
and import taxes for shipments to Europe and 
Asia became overwhelming. She worried about 
unexpected fees for customers, potential shipping 
delays, and the risk of noncompliance with 
international tax regulations.

Solution
Avalara for Shopify automates cross-border tax 
compliance, helping to ensure Lina collects and 
remits the correct duties and taxes. Customs duty 
and import tax calculations apply more accurate 
charges for each destination, reducing compliance 
risks. Real-time landed cost estimates provide 
customers with transparency at checkout, 
preventing surprise fees upon delivery. Seamless 
integration with Shopify keeps the process 
smooth for both Lina and her global customers.

Outcome
With Avalara, sellers like Lina can confidently 
expand worldwide, knowing international taxes 
and duties are handled properly.

Calculating customs duties and import 
taxes for global sales
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Scenario
Ethan runs a high-volume Shopify store selling 
athletic shoes and also sells through Amazon and 
a brick-and-mortar location. Managing separate 
tax systems for ecommerce, POS, and ERP tools 
led to discrepancies in tax calculations. Customers 
saw different tax rates across platforms, causing 
frustration and lost sales. On top of that, tracking 
tax obligations manually across multiple channels 
increased the risk of noncompliance.

Solution
Avalara for Shopify centralizes tax compliance 
across all sales channels. Real-time tax 
calculations apply correct rates for over 13,000 
sales and use tax jurisdictions, whether a sale 
happens online or in-store. Nexus tracking 
monitors sales across platforms, alerting Ethan 
when new tax obligations arise. Seamless 
integration with Shopify, Amazon, and 
POS systems eliminates discrepancies, while 
centralized filing and reporting consolidates tax 
data, making returns easier to manage.

Outcome
With Avalara, sellers like Ethan enable more 
accurate, uniform tax calculations across every 
sales channel, reducing errors, saving time, and 
maintaining customer trust.

Ensuring consistency across multiple sales channels

CHALLENGE 6:
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Scenario
Sophia runs Shopify for a Texas-based SaaS 
company that recently started selling subscriptions 
in Europe and Asia. As demand grew, she faced 
complex VAT regulations, including digital services 
taxes, country-specific thresholds, and filing 
requirements. Keeping up with where VAT needed 
to be collected – and maintaining compliance – 
became overwhelming. Manual tracking led to 
errors, potential fines, and compliance risks, making 
global expansion more challenging.

Solution
Avalara for Shopify automates VAT compliance, 
ensuring seamless cross-border transactions for 
digital services. Real-time VAT calculations apply 
more accurate rates based on the customer’s 
location. Automated threshold tracking notifies 
Sophia when new VAT obligations arise, while 
compliance support simplifies filings and 
reporting. Avalara also manages VAT on digital 
products, helping to ensure her SaaS business 
meets international tax requirements without 
manual effort.

Outcome
With Avalara, sellers like Sophia can scale their 
SaaS business globally, knowing VAT compliance is 
handled automatically.

Managing international VAT compliance 
for global expansion

CHALLENGE 7:

88%
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How Avalara for Shopify works

Key features and capabilities
Automatic tax updates: Avalara applies the latest tax rates and rules for over 13,000 U.S. sales and use tax jurisdictions.

Exemption management: Securely stores and validates B2B exemption certificates.

Real-time address validation: Ensures more accurate tax rates by validating shipping addresses.

Multichannel consistency: Provides uniform tax calculations across Shopify, Shopify POS, and digital marketplaces.

Nexus tracking: Monitors sales activity and alerts you to new state tax obligations.

Cross-border compliance: Calculates VAT, customs duties, and import taxes for international sales.

Automated filing: Prepares and submits tax returns with more timely payments for multiple jurisdictions.

Avalara for Shopify is a robust solution designed to simplify tax compliance 
for merchants of all sizes. Seamlessly integrated with Shopify, Avalara 
automates complex tax processes, saving time and reducing compliance 
risks as businesses grow and scale.
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Ready to leave tax worries behind? Explore how Avalara 
for Shopify can help your business scale with confidence. 
Learn more and schedule a demo today!

Schedule a demo

Tax compliance doesn’t have to be stressful, unpredictable, or a drain on your resources. 
With Avalara for Shopify, you gain a trusted partner that simplifies even the most complex 
tax processes, from tracking nexus thresholds to automating global tax calculations.


