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Introduction 
As Henry Ford mused about innovation, “If I had asked people what they wanted, 
they would have said faster horses.” Yet Henry Ford went his own way creating the 
first mass-produced car and would go on to build one of the fastest growing and 
most profitable businesses in the world: The Ford Motor Company. 

Most of us understand that innovation brings new ideas and processes. This  
is not only true for car companies but also for accounting firms. Innovation  
attracts new clients and helps to instill customer loyalty. So how is your  
accounting firm approaching growth today? If it’s the same approach you’ve been 
using for 10 — or even five — years, it’s likely time for a change. 

Just look around at today’s changing accountancy landscape. Firms are offering 
innovative new services, billed through monthly subscription packages that 
include full support and use best-of-breed technologies to automate traditional 
tasks, support client interactions, and market the brand. 

Most firms recognize the importance of developing innovative new service  
offerings. Indeed, almost 50 percent of firms surveyed are looking for change and 
growth in the near term.

21%

10%

30%

39%

Not at all

In the next 12 months

Not for at least 2 years

Over the long term, 5 years 
or more from now

Firm innovation priorities
Do firms believe they will have to change their offerings to remain
competitive?

Source: CPA.com Innovation in Public Accounting
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What are key drivers that compel accounting firms to adjust their offerings? How 
did those firms add subscription packages to their pricing model to keep recurring 
revenue circulating through their coffers? What challenges were they forced to 
overcome, and which strategies did they apply to successfully grow the value of 
their accounting firm? And, most importantly, how can you do it too? 

We will answer these questions using tax compliance as an example, illustrat-
ing key opportunities and trends that can help you grow your practice. The 
opportunities around tax compliance are significant since paying sales tax and 
managing tax compliance is mandatory for many businesses.

In the following chapters, we will present an overview of key tax compliance issues 
as well as business considerations for the right way to add tax compliance to your 
current array of services. We will outline how to shape your sales and marketing 
to meet the changing environment and include a simple model that outlines the 
potential of the recurring revenue approach. 

The primary audience for this paper is accountants in public practice with limited 
experience in tax compliance who are interested in establishing and/or growing 
their compliance services using automation solutions.

We will help you get your practice on the path to not only grow but thrive, and do 
it in the right way. 

Share your story! Let us know how your firm is navigating the changing 
accountancy landscape. Or share ideas on tactics we have not covered here. Please 
connect with us at A4A@avalara.com.

Chapter 1: Redefining today’s accounting firm 
Of course, today’s accounting firms aren’t changing just for the sake of change. 
They’re changing because the world around them is changing—changing the  
very realm of what’s possible for an accounting firm to be and to achieve. Not  
to mention client expectations are changing too.

Today, clients expect an accounting firm to be a one-stop shop where they can 
offload basic, mundane tasks like payroll and invoicing while also receiving expert 
financial guidance. In addition, clients look to their accounting advisor  
to manage their inherently complex tax compliance. 

Three trends are largely responsible for driving all this change: globalization and 
outsourcing, commoditization, and automation.

“I am so inspired by how  
accountants use innovation,  
and do it the right way, to 
help clients. Innovation 
based on automation is a  
reality and if you accept that, 
in my opinion, you can’t help 
but be successful.” 
Mathew Heggem, CEO, SUM Innovation
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Globalization and outsourcing
The opening of worldwide markets has led to increased competition. Businesses 
are now forced to be laser-focused on their core competencies like innovating their 
products and driving their marketing and sales. This leaves less time for other 
things, such as payroll management, that were traditionally handled in-house but 
are increasingly being outsourced.

The outsourcing trend started in the 1980s in the IT industry and has taken hold 
in the accounting space as well. Early on, particularly small businesses outsourced 
accounting tasks since they neither had the resources nor expertise in this area. 
More recently outsourcing is embraced by clients of all sizes.

In January 2017, General Electric (GE) shook up the corporate world by outsourcing 
their 600-strong tax team to PricewaterhouseCoopers (PwC), their global  
accounting partner. Going forward, the new PwC team will continue to fully serve 
the tax compliance needs of GE. By removing the employees from its payroll but 
retaining access to them, GE both lowered its headcount costs significantly and 
increased its ability to reallocate resources back into driving the kind of innovation 
for which the company is known.

Commoditization
Another impact of globalization is that basic bookkeeping and payroll services are 
becoming more commoditized. Accountants offering lower-level services  
are facing eroding margins as better-educated consumers now have more low-
cost options than ever. Thus, churn is high among competing accounting firms.

To thrive in a commodity market, accounting firms have two fundamental options: 
offer more specialized, value-added services with higher margins, or automate 
these low-end services to deliver them more efficiently. Doing either one or both 
frees you up to acquire new clients and deepen relationships with your existing 
ones. 

Automation
Increasingly, bookkeeping tasks are being automated. But instead of the costly, 
on-premise solutions of years past that required businesses and accounting firms 
to invest in and manage hardware and software, companies have more recently 
turned to the cloud. And with that they are realizing both the financial and 
operational benefits of relying on third-party infrastructure. Since the processing 
capacity is leased, the expense hits the bottom line as an operational, not capital, 
cost thereby reducing upfront expense. Additionally, cloud services are typically 

“In the accounting world, 
technology is getting so  
good that small clients will  
no longer need their own 
accounting department.  
The opportunity for firms to 
fill this gap is tremendous.” 
Matthew May, COO, Acuity
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“Today’s accountant is  
expected to be an expert 
in all areas of the client’s 
business and to offer new 
automated services. This 
brings opportunities for a 
firm that is able to create 
and deliver unique services.” 
Peter Cullen, CEO, Core Performance 
Consulting

pay-as-you-go, allowing flexibility in service consumption. Hence an increasing 
number of businesses as well as accounting firms are wrapping their services 
around cloud-based technology. 

In these three trends — globalization and outsourcing, commoditization, and 
automation — you will find both opportunities and challenges. Knowing how  
to navigate the risks and explore the opportunities will help you leverage them. In 
the following chapter, we will outline how to do exactly that in order to put your 
practice in a position to grow.

Chapter 2: The compliance opportunity— 
value-added services  
As you consider the right way to expand your practice, consider adding tax 
compliance as another pillar in your firm’s lineup of services to bring in a new 
source of ongoing, recurring revenue.

Why expand your practice with compliance services?
There are a number of reasons why tax compliance represents a growing 
opportunity for accounting firms to expand their practice and to help clients solve 
complicated problems, including the following: 

Every business needs it
Tax compliance is mandatory yet many clients find they are not doing enough 
or they are doing it the wrong way. There can be many reasons for this. For 
example, your client may focus on sales rather than administrative paperwork. Or 
a client may simply be unfamiliar with confusing and changeable tax rates and 
certifications. 

More and more businesses demand it
A growing number of prospects and clients are looking for assistance with tax 
compliance from accounting/bookkeeping firms, especially younger business 
owners with growing organizations. 

<39 years

28%
40-55 years

19%
56+ years

22%

Demand for tax compliance services by age of business owner
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The opportunity is significant
47% of all taxes paid is state sales tax, even more than income tax overall, and it is 
typically due monthly.

0%              4%                  8%                12%        16%

Effective tax rates by state &  
local governments by type 
(As a percent of income) (2017)
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Tax compliance is inherently difficult
Tax compliance is complex for a variety of reasons. There are over 16,000 
jurisdictions in the U.S. alone, each with its own tax rates, taxability rules, and 
filing deadlines that can change constantly. 

Omnichannel sales increase compliance needs 
Many of your clients sell through an increasing number of channels, including 
traditional storefronts, ecommerce, and online markets, targeting clients in  
multiple geographies. The rise of the internet has created new options for  
clients to distribute their goods and services through their own web properties to 
clients near and far as well as through third-party online marketplaces such as 
Amazon, Etsy, and eBay. This makes tax compliance for even the smallest client 
significantly more complex. 

“The shift in market 
demographics means that  
successful accountants must 
engage early with younger,  
growing companies so we  
can become a part of their 
entire lifecycle.” 
Mark Magel, CTO, SD Mayer

Consider tax compliance to be a bolt-on pillar to your practice, complementing 
the services you already offer. 

Advisory services
examples include M&A, IT advisory, 
contract compliance, 401K services,  
 capital management, 
 internal audit cash flow
          and budgeting analysis, 
 credit repair, and
various financial and small 
business services.

Bookkeeping 
and income tax services are 
the basic money-making engine 
for conventional practices. Firms 
embracing automation can grow 
their revenue in other streams 
while still fulfilling these 
fundamental client needs.

Payroll services
are a key source of recurring 
revenue. Automation makes it 
less of a resource drain and 
allows firms to focus on other 
revenue-generating activities.

Sales tax compliance
is increasingly complex for 
companies to  manage Firms  
           adding this service
            enjoy a significant
           new revenue stream
           and can package
       related advisory services. 
Automation solutions bring 
accuracy and filing efficiency.

Tax compliance: Another way to add value for clients
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State governments enforce compliance
Virtually all states are looking for additional revenue as budgets are getting 
tighter.  States are not only getting more sophisticated in identifying businesses 
that do not comply with sales tax regulations, but also tend to expand the  
scope of what is taxable, increasing the opportunities for bookkeeping and 
accounting firms to provide tax compliance services.

Compliance brings recurring business opportunity
Compliance is an accounting area that offers you recurring business. Your clients 
must file on a regular basis, and they often need an expert to assist them. In 
addition, tax compliance gives a firm the opportunity to package other related 
advisory services around basic preparation and filing.

To do it right, some firms move in very small steps, adding new value-add services 
such as tax compliance, while others can handle more sweeping change.  Some 
firms start with selecting a specific technology (vendor) for a new practice area and 
then build standard services and processes around that technology. Implementing 
a standard approach around a specific technology enables these firms to grow 
more efficiently and effectively rather than having to learn, adopt, and support 
many different solutions. 

Tax compliance services from basic to advanced 
Many tax compliance services can bring new revenue streams to your business 
without having to add a single new client and without having to hire any 
new employees. So, what kind of services can you create around sales tax and 
compliance to grow your firm? 

Nexus
The first thing to do for a new compliance client is assess where they owe taxes. 
This is called nexus, which is an obligation to collect and remit sales tax to the 
state where business is conducted. The rules around nexus not only tend to be 
complex, they also vary by state and by type of sales or activity. For example, 
nexus can be created in some states if a business employs temporary workers 
there or attends a certain number of trade shows.  

As their businesses and client bases grow, many of your clients have ongoing 
needs around nexus. This is an opportunity for you to offer recurring services. 
As an example, you can offer an annual compliance checkup as a value-added 

“To do it right you have to 
choose the model that makes 
the most sense for you today 
and aim your organization 
toward where you want to be 
tomorrow.” 
Mathew Heggem, CEO, SUM Innovation

To learn more about nexus:

Sales tax nexus, determining if you need to 
collect sales tax 

Navigating nexus

To learn more about business 
registrations:

Most popular registration sites

Sales tax registration, voluntary
disclosure & compliance
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service where once per year you review your client’s activities that may have led 
to nexus. You may review what has changed, where it changed, and the resulting 
implications for the client’s business. 

Registration
Once your clients know where they have nexus, your next step is to assist them 
with registering for sales tax permits in those states. State rules vary, and some 
states assess a penalty for not registering in a timely fashion. Managing and 
tracking registrations is fundamental to remaining compliant. Many clients like to 
outsource this type of work to an accounting partner.  

Sales tax and product taxability
Once you identify a client’s nexus and register them in the right locations, you 
need to assist them in accurately calculating taxes. Since the sales tax rates 
depend on the types of products and services sold, you have an opportunity to  
assist your clients with mapping their products and services to the correct  
rates. This process is sometimes called product (taxability) mapping. It ensures 
that the correct sales tax rate is used for the products and services sold by your 
clients so that your client’s filings are always accurate. This is just one example of 
the many opportunities around rate determination for your firm to monetize.

Exemption certificates
Just as important as determining how much tax to charge is determining when 
not to charge tax at all. Your firm can provide services to help a client identify 
transactions that are exempt from sales tax. When a purchaser is exempt from 
paying tax, like a nonprofit organization or a wholesaler, a sales tax exemption 
certificate must be received and filed. It’s important to verify each certificate is 
accurate and current. Businesses that fail to verify certificates are cutting a corner 
that could lead to severe risk. 

Preparation and filing
Preparing and filing returns present yet another opportunity for you to be a 
trusted partner for your client. Like several of the other tasks mentioned so far, 
preparing and filing can be complicated and time consuming. 

Take the example of a small specialized company that manufactures metal  
siding for the home construction industry. They have offices in multiple  
states, selling products in retail stores and online. The manufacturer now has 

To learn more about sales tax 
and product taxability:

Sales tax by state lookup

Sales tax rates and sales tax information

To learn more about 
exemption certificates:

Sales tax exemptions

Sales & use tax exemption certificates 
for 38 states

To learn more about 
preparation and filing:

The sales tax process (registration 
through to returns)

Sales tax rates and information, by state
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potential tax obligations in not only the states with a physical store but  
also in any state to where they ship their products, each with its own rates and 
schedules along with nexus and registration rules. 

Accurate filing also requires awareness of the different types of transactional 
tax. In addition to sales tax, there’s use tax. In general, use tax is imposed on 
transactions that are subject to sales tax, but for which sales tax is not charged. 
The intent is to capture tax on tangible items and certain services that are sold or 
purchased by a company or person located out-of-state, particularly if that person 
or company plans to use, donate, store, or consume those items out of state. 

Collection and remittance
Identifying where and how much to remit to each jurisdiction is complex. You have 
an opportunity to remit to the different jurisdictions and states on behalf of your 
clients, ensuring timely and accurate payments. 

Some firms go beyond these standard areas of compliance to offer more advanced 
services based on their deep knowledge of state and local tax. Here are two 
examples. 

VDA
A state program for businesses that find themselves out of compliance is a  
voluntary disclosure agreement (VDA). This allows businesses to proactively 
disclose prior period tax liabilities, sometimes with forgiveness or a reduction of 
penalties. States offer VDAs to generate future revenue. As part of the agreement, 
companies must file and register to start complying with state tax laws, i.e., 
collecting and remitting tax to the state. Your firm can position itself to manage 
the VDA process and negotiate terms on behalf of clients.
 
Audit
There are various opportunities for you to provide expert audit-related services 
to your clients. For example, you may engage in reverse audits. A reverse audit 
is a historical review that usually happens prior to filing a VDA or when an audit 
is already underway. It can be initiated either by the client or by a government 
agency, and it helps a client understand the significance of any filing issues. In 
this case, you can help your client analyze and rectify the situation with proper 
registrations, filings, and remittances. Another opportunity for your firm is audit 
defense. When your client is being audited by a government agency, you can  

To learn more about collection 
and remittance:

The Sales Tax Process (Registration through 
to Returns)

Solving the Five Pains of Sales Tax Filing and 
Remittance

To learn more about VDAs:

Navigating Nexus

Sales Tax Registration, Voluntary Disclosure 
& Compliance

To learn more about audits : 

Surviving an Audit

How Audit Methodologies Will Change in 
the Future

How to Improve Audit Planning Effective-
ness and Efficiency
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assist by analyzing their sales taxes, assessing their compliance status, and 
making recommendations regarding sales tax strategy and audit defense. 

The points above represent real-life opportunities for a growing practice to provide 
advisory and billable services related to sales tax and compliance. You can create 
subscription packages of your services that draw on automation to handle basic 
tasks, freeing up your time to focus on higher value advisory services. 

Chapter 3: New client acquisition  
Now that you’re sold on offering tax compliance services, it’s critical to appropriately 
position your firm to the right clients.

Identify clients through business triggers
As you start to market your services, you will learn to assess your client and 
prospect base for trigger points that signal possible tax compliance opportunities. 
If one or several triggers are present, your client or prospect may have tax 
compliance needs: 

 ü Addition of new products and services or expansion into a new business area

 ü Multistate sales either through traditional sales or online transactions

 ü Expansion to remotes offices

 ü Audits

Awareness and use of these triggers help you identify new business opportunities 
to provide tax compliance and advisory services

Attracting the mainstream buyer
For many years, the demand for automated compliance solutions has been 
driven by early adopters; businesses that were comfortable using technology and 
systems to streamline their operations. These adopters tended to be risk-taking 
visionaries, willing to experiment with early stage products that were “good 
enough” to proof new concepts and business approaches. 

Today, however, tax compliance automation has gone mainstream — tens of 
thousands of businesses have already automated their compliance. The same is 
true for accounting firms. An increasing number of firms have adopted technology 
to manage their clients’ accounting needs. These firms use technology to provide 
basic bookkeeping services as well as advanced, complex accounting services. 
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As a result, the typical purchaser has shifted from early adopter to established 
buyer of technology. These more established buyers tend to be more pragmatic 
than early adopters when leveraging technology to achieve their business goals. 
For them, technology is simply a means to an end, not the goal itself. Therefore, 
you will want to focus your conversation with clients on the business value you 
provide, not the technology being used.

Mainstream clients lean toward driving incremental efficiencies in their business 
rather than creating big conceptual breakthroughs. They want to use the best 
processes and procedures available that fit their circumstances. Therefore, 
when you approach mainstream clients it is important to emphasize how your 
compliance services align with their “do it right” mentality and the benefits of 
using technology to achieve their goals.

Here’s what else you need to know about the mainstream buyer1.  
They typically:

 ü Are focused on getting a good result through industry-standard products

 ü Are willing to pay a premium for a high-quality solution that is well tested 
and stable even though they are price sensitive

 ü Require assurances that the chosen solution will give predictable results and 
fit into existing organizational structures and procedures

 ü Seek validation of their decisions from peers in similar companies

 ü Rely on detailed planning and validation methods (ROI models), KPIs, and 
metrics to ensure potential changes will be successful and sustainable

 ü Will go to great length to assure the selected solution is adopted as a 
standard so the overall organization will benefit from proven efficiencies

How do you attract the attention of these buyers? Since a mainstream buyer’s 
number one need is for reliable solutions that are sustainable, the successful 
accounting firm will position themselves as offering loyal, deep, long-lasting 
relationships. Your firm’s high-quality service and support should be the key points 
of your marketing and promotional messaging. 

Mainstream purchasing lifecycle 
As you define your marketing and messaging, it’s helpful to consider the 
purchasing stage of your prospects. 

1 Geoffrey A. Moore (2006). Crossing the Chasm. Mar-
keting and Selling Disruptive Products to Mainstream 
Customers. Collins Business.
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Some prospects may be early in the tax compliance awareness and purchasing 
cycle. As such, they tend to be unclear on their requirements and expectations.  
To address their uncertainties, you may want to offer “freemium” options to  
entice them to try your services.  As these clients validate the value of your 
compliance services they will formalize their expectations. 

Prospects further along in the cycle may already be familiar with compliance 
solutions and have defined requirements and expectations. For these late  
stage prospects, you may want to offer service packages with clearly defined 
scope and outcomes. 

Early adopters

Strategic leap, breakthrough

Expectation for change is in 
order of magnitude

Can be small, with funding or 
brand recognition

Comfortable with early stage 
products

Visionaries

Lower

Risk takers

Eager to prove new ideas

Seeking visibility for key new 
strategic projects

Goal

Impact

Vendor choice

Products

Validation

Price sensitivity

Personality

Mainstream buyers

Improvement

Incremental, measureable, and 
predictable improvements

Needs to be established, solid 
fundamentals

Products need to be mature, 
proven, and stable

Peers

Higher

Risk averse

"Do it right"

Safety conscious, seeking 
validation from others
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Chapter 4: Moving to the new business model 
Incremental steps
A key step in building and expanding your tax compliance services is to define  
your go-to-market strategy. Some firms establish an outsourced compliance 
practice by offering a complete set of services at the outset. 

Others grow a compliance practice step-by-step, introducing new compliance 
services over time.

Whether you start slowly or go all in, there are three elements to consider — 
people, process, and profit. The exact construction of this value equation will be 
unique to your firm and business practices, but we can break it down this way:

My firm plans to 
offer new compliance 
services and has 
developed a plan.

My firm is actively 
executing our plan. 

We have created new 
services and are working 
toward attracting new 
clients and recurring 
revenue.  

Strategy Action Focus

Compliance practice step-by-step

Early awareness around 
options, key considera-
tions, and potential 
contribution to business 
efficiency. “Try before you 
buy” and assessment 
offers are suitable for the 
low-risk mindset. 

Client gains comfort with 
outsourcing, starts to 
recognize short-term
value. Comfortable with 
subscription models; 
wants to explore added 
advisory and strategy 
services. 

Company’s compliance 
strategy is being formal-
ized. Improvements in 
accuracy of filings and 
efficiencies realized by 
outsourcing are recognized 
and highlighted.   

With proven results, clients 
want to expand knowledge 
of additional services 
(what’s possible) to guide 
business strategy (what’s 
profitable) and set a path 
to expand the relationship. 

Accountant is a key partner, 
providing clear business 
value and routinely 
providing standard service 
packages, as well as new 
custom-tailored services.

Awakened

01
Validated

02
Return 
engagement

03
Formalized

04
Optimized

05

Purchasing lifecycle stages



Growing your accounting practice © Avalara 2017Page 14

People
Many accounting practices that see hyper-growth structure themselves as a 
typical corporate business, with specialized departments and roles. These roles 
are aligned along the client journey and have their own metrics and goals. This 
is in contrast to the traditional partner model of an accounting firm, where 
the owner/partner plays a diverse set of roles, including finding and managing 
clients and possibly even doing some of the accounting work. 

Under the corporate model, you tend to have dedicated/designated roles for 
specific functional areas, such as business development, marketing, sales, and 
customer support. Each of these roles has its own tasks and metrics. For example, 
metrics for business development are focused around outreach to prospects while 
customer support is measured by client satisfaction and retention. Each role may 
require different skill sets and compensation packages. 

The role of the owner/partner in this model changes significantly, as he/she  
focuses on acquiring new sales talent, training, creating new services, and 
gauging market needs. In other words, the owner becomes more entrepreneurial. 

“An accounting entrepreneur 
needs to make time to  
manage growth. Free yourself 
from the accounting work- 
add a team that can double 
or triple the output of work, 
so you can focus on strategy, 
hiring, and leading.”
Jason Blumer, CEO and Founder, 
Thriveal

Value is found where process, people, and profit intersect

Profit

Process

People Value

People: Hiring the right 
talent to not only perform 
accounting tasks but to 
establish business leaders 
in sales, marketing, and 
client support roles

Profit: Understanding 
costs, revenue, pricing 
levels, and key financial 
data

Process: Having defined 
goals with metrics for each 
role and assuring that 
each process is managed 
and measured through key 
metrics
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Advantages of a corporate structure are many. For example, clear definition 
of roles means that staff are specialized according to their strengths. Another 
benefit is the ability to scale easily. You can add resources in specific functional 
areas as demand grows.
  
Marketing 
More than ever, marketing plays a key role in the business world. According to 

“I use social media to 
communicate important 
ideas with others who can 
imagine a future bigger 
and better than what we 
have today.”
Peter Cullen, CEO, Core 
Performance Consulting

Partner model Corporate model

Role of 
owner/
partner

Partner plays part-time role in 
many aspects of the business while 
still bringing in new clients. 

Partner focuses on hiring and training  
staff for sales, marketing, and 
operations. Partner assesses overall 
market needs and creates new  
client services to drive revenue.

Client  
acquisition

Each partner has their own book 
of business and is responsible for 
retention and growth. Partners  
typically do not share clients,  
even if other partner specialties  
can benefit the client.

Clients are acquired through 
focused marketing and sales activi-
ties, which promote value-added 
or specialized services. There is 
often added emphasis on retaining 
clients to gain recurring revenues 
over their lifetime.

Staff roles 
and com-
pensation

Each partner may have their own 
staff, siloed to support that part of 
the business. Staff tend to be more 
generalists rather than specialists. 
Promotion path is focused on  
attaining partnership.

Centralized and clearly defined  
support functions such as HR, 
marketing, and sales support 
the entire organization, bringing 
economies of scale and improved 
operational efficiency.

Metrics Staff and business metrics are 
based on hourly billings.

Staff metrics vary by role and sup-
port achievement of goals in their 
area of expertise. Business metrics 
are focused on the number of new 
clients acquired and the cost to  
support, acquire, and retain them.

Revenue Revenue is based on time. Revenue is subscription based on 
value provided.
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studies, over 2/3 of prospects review and evaluate vendors before reaching out. 
They do this by going to the websites of vendors, asking peers and friends for 
input, and consulting industry influencers.

Consumers have more access to information and more choices. As a result, 
establishing a brand as well as operating in multiple marketing channels is 
critical to growing your practice.  Creating a successful brand requires that you 
take proactive steps to create visibility so your message can be easily found. 
How? Have a clearly defined profile of your firm and concise value proposition 
of your services. Investing in staff with marketing skills and then allocating 
appropriate resources to do outreach through storytelling, blogs, and more will 

help you broadcast your message.      
Sales
In the past, your marketing team’s role was focused on creating awareness and 
demand for your services while sales was tasked with educating prospects and 
carrying that relationship all the way through to the final purchase of the service 

M
arketing

M
ar

ke
tin

g
Sa

le
s

Sales

The new marketing & sales funnel

Awareness

Interest

Consideration

Intent

Evaluation

Purchase

The old model The growing accounting firm

“Leveraging partnerships and 
engaging with peers and in-
fluencers is the key driver that 
has helped me expand and 
quickly grow my business. It 
requires dedication but it can 
bring new opportunity.”
Denise Loter-Koch, CEO, ebs Associates
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“The model you choose 
should be hyper-customized 
to your strengths. Organize 
your entire business  
around that one thing and  
do it really, really well.” 
Mathew Heggem, CEO, SUM Innovation

or product. With the availability of online marketing and branding content, 
today’s clients are generally more self-educated than in the past. The wealth  
of online information enables clients to be in greater control of doing their 
own research and assessment. Therefore, the role of marketing has expanded, 
guiding prospects through your offerings and other purchasing decisions, 
including them consulting online reviews and peer-to-peer evaluations. Sales, 
on the other hand, gets involved at a later stage in the purchasing cycle, or 
prospects simply buy online without direct involvement of your sales team.
 
When prospects have easy access to information and can compare offerings 
and vendors, part of the sales activities shift and become marketing activities. 
The sales effort moves down the funnel. A growing accounting firm will need to 
add more marketing “muscles” to generate sales leads, to drive brand, and to 
be easily found. When adding or increasing your sales function, you should also 
consider how sales will have a stronger marketing function.

Profit 
A critical aspect of building a successful compliance practice is to base it on a 
viable profit model. The traditional accounting firm used an hourly model, billing 
clients based on the time it took to perform services. There was a constant need 
to rebuild the book of business — as projects were completed, new work already 
needed to be lined up to keep revenue flowing. In addition, the perception of the 
value of those services was assessed based on the time spent, not on outcome 
or impact of the work delivered.   

Over the past few years, an increasing number of accounting firms have 
switched from hourly billing to a subscription model. Offering your clients a  
subscription model allows you to build a more dependable recurring revenue 
stream since clients now pay monthly or annually. Also, the subscription  
model lends itself to value pricing, where clients pay for outcomes, like work 
completed, rather than just time spent. 

This client-friendly model helps improve satisfaction as clients now pay for  
the value received. Another benefit of this subscription model is that revenue  
is more predictable, making forecasting of financial goals more reliable. 

You may find some challenges in the transition to this new pricing model.  
The most important to master is how to establish the correct pricing levels 
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“The move to subscription 
pricing can be hard but I think 
most people can do it if they 
take small steps. The result is 
really great but getting there 
is a journey.”  
Jason Blumer, CEO and Founder, 
Thriveal

for your services. When moving away from a time-based model, the value of 
your services may be perceived differently by each client. It may take some 
exploration and adjustment to find the right pricing levels that work for the 
majority of your clients.  

Subscription pricing example
Accounting firms with subscription models tend to offer multiple tiers of service 
packages. Once a client is familiar with your firm’s offerings, you can upsell them 
to more comprehensive service packages with a higher margin.  

These packages, sold as 12-month subscriptions, often include incentives and 
promotions to entice clients to try before fully committing. If filing returns is one 
of your firm’s services you may, for example, offer a trial package with three free 
returns. Or, offer the first month’s service at no charge. With the client actively 
engaged, you can observe their behavior during the evaluation period and gain 
valuable insights for ongoing interactions. This loss-leader approach lets the  
accountant establish credibility and goodwill while building a new client base.
Each firm will have their own pricing tiers and unique service packages that fit 
their circumstances and expertise. Here is one example of a three-tier package.
 

In this basic subscription model, we have three tiers of service:

 ü The first tier is suited to clients with straightforward tax needs: filing in  
a single state and requiring basic support levels. This low-priced tier  
can be marketed and promoted as a “freemium” introduction to entice 
newer clients who may eventually need to expand their service level. 

 ü The second tier is for clients with more complex needs for multistate filings, 
up to five states in a reporting period, paired with basic support. 

Single state

Pricing starts at

$99/month
File in 1 state

12 monthly returns

30 minutes support/month

Multistate

Pricing starts at

$199/month
File in up to 5 states

60 monthly returns

30 minutes support/month

Ecommerce sellers

Pricing starts at

$599/month
File in up to 25 states

300 monthly returns

1 hour support/month

Example of a three-tier package
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“Survivors in the changing  
accounting space will  
use measurement tactics  
borrowed from sales  
organizations. The early 
adopting accounting firms 
are doing this now.” 
Mark Magel, CTO, SD Mayer

 ü The third tier is typically for ecommerce sellers with buyers in 20 or more 
states and with more complex support needs. 

In setting prices, you should factor in the costs of the contract with the 
technology vendor.  Your value pricing level should include that service cost in 
addition to your firm’s markup. 

Note that sometimes these basic introductory packages are sold either at or 
below cost, with the goal that over time the firm can upsell to other services 
with higher margins. As the marketing strategy changes, you may consider these 
packages as a marketing cost to acquire a new customer. 

Maximizing profitability
As you define the different variations of your service packages, it is helpful to 
understand the impact of clients moving from one tier to the next — a practice 
also known as conversion rate. 

Profitability is closely tied to conversion rate. In a subscription service package, 
often the higher tiers have more built-in profit and more built-in advisory time. 
So, a growing practice will find higher margins through a mix of upselling clients 
to new tiers as well as attracting new clients directly into the higher tiers.

As you define your packages and learn from your clients, you will become more 
comfortable with value pricing.

Basic

Introduces your
services for

bookkeeping and
tax compliance

Low

Pro

Establishes reliable
recurring revenue
with services like 

basic nexus studies
and sales tax
 registrations

Low to moderate

Advanced

Advanced services
like audit and

voluntary 
disclosure

agreements (VDA)

High

Services

Margin 
level

Examples of service packages
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Key marketing and financial metrics
Here are a few more metrics beyond conversion rate that will help guide your 
pricing and service portfolio:

 ü Close ratio: The ratio of prospects to actual buyers. For example, if you have 
100 prospects and 10 become clients, you have a close ratio of 10 percent

 ü Customer acquisition cost: The cost to acquire a new client 

 ü Marketing cost: How much you must spend on marketing to attract a 
single new client

 ü Churn rate: The percentage of total clients lost each year

 ü Customer lifetime value: The revenue that each client brings in over the life 
of the relationship 

These metrics will drive your overall margins and profits. They will also inform 
how you scale the business and manage growth. Lastly these metrics will help 
you determine how much funding you need to break even and be profitable. 

Let’s bring this all together in a sample ROI model.

ROI model for a subscription-based practice 
This model assumes that the client base of a small practice will grow by 35  
percent year-over-year, with a churn rate2  of 10 percent. This leads the firm to 
grow from 12 clients in Year 1 to 108 in Year 5.

To calculate revenue, we multiply the combined monthly subscription fees by  
the number of clients. Starting at a price of $99/month in Year 1, the model  
assumes an increase in revenue/client of 15 percent due to upselling efforts, so 
at Year 5 revenue/client is $170. With 108 clients at the end of Year 5 we estimate 
this model generates $223,000 in five years.

Revenue is balanced by several cost items. In our model, the first is customer 
acquisition cost, which we assume to be $150/client. As the client pool grows  
over time, the customer acquisition cost grows to a total of almost $6,000. 
Other costs include fees to prepare and file returns and costs to support clients.  
In this model, costs are approximately $15,000/month, with a total of $122,000 over 
five years.  
 

2 More detailed terms and metrics can be found in 
various publications, including SaaS Metrics 2.0 A 
Guide to Measuring and Improving What Matters.

“The process of tuning up  
the business never stops.  
At Acuity, we are going to 
have to come up with  
another name since  
‘accounting firm’ does not  
fit what we do anymore.” 
Mathew May, COO, Acuity
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Get Started.
Learn more about 
Avalara, visit:

www.avalara.com            
or call  
877.780.4848 today.

About Avalara
Avalara, Inc., is a leading provider of cloud-based tax automation for businesses of all sizes. We help businesses achieve transactional tax compliance for sales 
and use, excise, communications, VAT, and other tax types. Avalara’s comprehensive, cloud-based solutions are designed to be fast, accurate, and easy to use with 
more than 580 pre-built connectors into leading accounting, ERP, ecommerce, and other business applications. Our Compliance Cloud™ platform helps customers 
manage complicated and burdensome tax compliance obligations imposed by state, local, and other taxing authorities throughout the world. Each year, Avalara 
processes billions of indirect tax transactions for customers and users, files hundreds of thousands of tax compliance documents and tax returns, and manages 
millions of exemption certificates and other compliance related documents. 

3 Assumptions for this ROI model:
• “New Clients” increase 35 percent per year
• “Blended Monthly Subscription Fee” includes  
 15 percent upsell starting in Year 2
• “Churn” starts in Year 2, at 10 percent rate per year
• “Total Annual Subscription Revenues” takes into  
 account Churn Rate
• “CAC” is calculated for New Clients only, $150/client
• “Labor to Prep & File Returns” assumes 10 minutes/ 
 return and labor cost of $50/hr
• License Fees = Licensing fee paid to Avalara or  
 other cloud vendor, assuming filing in a single state,  
 at $15/return
• “Client Support” assumes three interactions per 
 client/month, labor rate of $50/hr

Sample ROI model3

Using the assumptions outlined in this model, the firm in this example will have  
a small loss in Year 1. This is the result of investing in and building out their 
compliance practice. Within a year, the firm breaks even and is cash flow 
positive. As the firm grows its customer base, it becomes very profitable over time and 
has solid margins. 

This example shows how a firm benefits from the recurring revenue of a 
subscription-based model, as well as the lower customer churn as economies of 
scale drive a firm to profitability. 

Contact us at A4A@avalara.com for a free copy of the template that you can 
modify to reflect your practice’s metrics.

Conclusion
In this paper, we outlined the significant opportunities in building a practice 
with tax compliance services to expand your existing offerings. A trend to 
outsource and the availability of technology creates new opportunities for you.  
As tax compliance moves to the mainstream market, understanding your 
prospect buyer profile and motives as well as having a clear service strategy and  
a portfolio of proven service packages will help your practice find the right way 
to not only grow but to thrive.  
 


