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Sixty percent of all U.S. retail sales now involve the web.1 The majority of purchases still happen 
in-store, but more often than not, the buyer’s journey starts online. So even brick-and-mortar 
merchants need to keep their heads in the cloud if they want to stay relevant. 

Creating that seamless shopping experience remains key. Retailers that will reap the rewards are 
those that invest in ensuring shopping cart items transfer, pricing and promotions are consistent 
across channels, and checkout is fast, easy, and accurate. While omnichannel selling creates less 
friction for customers, it can create more friction for you, the seller, if you aren’t up to date on tax 
compliance rules and best practices. 

Here are three growth-related red flags that could signal it’s time to rethink how you manage 
transactional tax in your retail or ecommerce business.

1.   Getting too big for your nexus 
Venturing into new sales territory (physical or virtual) undoubtedly leads to nexus – a seller’s 
obligation to collect and remit sales or use tax based on a substantial physical presence within 
a state. Now decades old, Quill v. North Dakota is woefully outdated in an economy dominated 
by ecommerce, mobile, and cloud. Despite a plethora of Internet taxation bills, Congress has 
yet to pass new remote seller legislation.
 
With uncollected ecommerce sales tax revenues topping $24 billion at last count, states are 
fighting back. Several states have relaxed the physical presence provision, requiring remote 
sellers to now collect sales tax if they employ remote staff, attend tradeshows, warehouse 
inventory, or use drop shippers or third-party fulfillment services. 
 
Under these new guidelines, even a small retailer can have nexus in multiple states. Studies 
have shown that once a retailer has multistate nexus, managing sales tax gets exponentially 
more complicated and difficult to manage. Tax rates and rules vary widely by state as do the 
requirements for whether or not a business has nexus within its borders. There are more than 
16,000 distinct taxing jurisdictions in the U.S. alone. Having to know the correct rates, rules, 
nexus connections, exemptions, filing schedules and deadlines for any number of these can 
be daunting. Dedicated tax automation software can make those nuanced decisions for you 
quickly and accurately so there’s little chance of getting it wrong or overlooking an obligation.

1 Forrester Research
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2.  Word is getting out (and so are your products) 
Borderless sales delight buyers and sellers, but borderless sales tax is another matter. Many 
ecommerce-related activities including online marketing, digital advertising, and third-party 
fulfillment have tax compliance implications. Understanding how these activities impact your 
business is critical, but also complicated. 

Drop shipping, for example. This use of drop shippers or third-party fulfillment services is 
common among online sellers, particularly smaller businesses that don’t have the funds or 
space to stock up on and store inventory. But it can also cause sales tax confusion. Depending 
on state policies, taxability can be the responsibility of the seller, the supplier, or the shipper. 
Several states, including California, Connecticut, Florida, and Hawaii, hold the supplier 
responsible for sales tax if the seller doesn’t have nexus in that state, but the supplier does. For 
more on drop shipping rules for online retailers, read Shipping and Not Handling Sales Tax.

Selling through marketplaces like Etsy and Amazon or using social selling solutions like Soldsie 
and Like2Buy that encourage click-to-buy through social sites like Instagram and Facebook can 
also trigger nexus if state laws deem these taxable activities under affiliate nexus mandates.  
Half of U.S. states now have affiliate and/or click-through nexus aimed at capturing sales tax 
from Internet sales and online marketing activities. Some states have even introduced economic 
nexus, which bases the obligation to register, collect, and remit sales tax solely on sale revenue 
or transaction volume in that state. 
 
If you do advertise, sell, or fulfill orders through affiliates, be sure you understand your 
obligations under the program, including if you are responsible for collecting and remitting sales 
or use tax on any sales that result from these activities.

3.  You’re disconnected from your data
As consumers become more cloud-centric, so must retailers. Mobile pay options and EMV chip 
mandates are putting pressure on merchants to update payment terminals. Mobile-friendly 
sites, social media storefronts, and in-app purchasing are standard practices. And a connected 
backend is critical to gain competitive insights into consumer behavior and optimize inventory 
and order management. 

To grow your business, you need to be able to see your business. To get a unified picture of 
customers and their buying behaviors, it’s important to manage physical store and online sales 
information from the same platform. Yet, only 63 percent of retailers say they have ecommerce 
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and in-store transaction history together in one database.2  That could soon change. A new 
study by Vend shows that more small and medium-sized companies are adopting single-view 
and cloud-based tools in their business.3  

For retailers especially, cloud solutions are growth enablers. Sellers used to balk at making 
changes or upgrades to their systems for fear of disrupting business as usual. Today, ERPs 
and ecommerce systems are either cloud-enabled or fully in the cloud and highly compatible 
with third-party party software and SaaS solutions. Many of the activities that previously 
required dedicated resources can now be automated. As a result, more retailers are shifting 
various activities to the cloud and automating where they can. This includes sales and use tax 
compliance. 

Managed sales tax in the cloud with software integrated into your existing business systems 
is more efficient, but also more effective. The data is more meaningful because it’s accurate, 
verified, and readily available. This simplifies reporting and analysis, reduces invoicing or 
shipping errors, and lowers audit risk – all competitive advantages for growing retailers. 

Sell yourself on a better sales tax solution  
Retailers bear the brunt of sales tax compliance. Even though customers pay the tax, retailers are on 
the hook for making sure the right amount is charged and collected, and held liable by states (and 
state auditors) if it isn’t done right. It’s a big task.  

And as your business grows, your tax liability grows too. Relying on people or on-premises solutions 
is risky. They simply can’t keep up. The tedious nature of updating tax rates tables alone can cripple 
a growing company, especially retail, where uptime is critical and even the smallest delay or error 
in calculation can lose the sale (or worse, the customer). You can’t be a tax expert in every state 
and every country. You shouldn’t even try. A better alternative is to be proactive in how you handle 
transactional tax in your business – and automate it.

Avalara’s tax management software is designed to integrate easily into your existing systems so 
you won’t lose sleep (or sales) switching over to automation. Real-time reliability is paramount. 
Customers simply won’t stand for delays or errors at checkout – especially online. Unexpected costs 
are the number one reason for ecommerce shopping cart abandonment. Tax automation software 
protects against those errors, calculating precise tax instantly on every transaction. It also adjusts for 
temporary events like sales tax holidays. 

2. O Alliance
3. Vend, 2016 Retail Trends and Predictions
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Get Started.
To learn more about pricing, 
view online demonstrations,
or chat about AvaTax’s 
capabilities, visit:

www.avalara.com/  
            or call  
877.780.4848 today.

About Avalara
Avalara helps businesses of all sizes achieve compliance with transaction taxes, including sales and use, VAT, excise, communications, and other tax 
types. The company delivers comprehensive, automated, cloud-based solutions designed to be fast, accurate, and easy to use. The Avalara Compliance 
Cloud® platform helps customers manage complicated and burdensome tax compliance obligations imposed by state, local, and other taxing authorities 
throughout the world.

Avalara offers more than 600 pre-built connectors into leading accounting, ERP, ecommerce and other business applications, making the integration of tax 
and compliance solutions easy for customers. Each year, the company processes billions of indirect tax transactions for customers and users, files more than 
a million tax returns, and manages millions of tax exemption certificates and other compliance documents.
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Avalara’s technology was built to handle the complex nature of retail and ecommerce sales:

• Real-time tax rates for more than 70,000 taxing jurisdiction worldwide

• Updates automatically to address rate or rule changes and sales tax holidays

• A vast library of SKU-level tax rules and codes for millions of products and services 

• Geolocation-precise address verification so invoices are correct and shipments are on 
time 

• Audit protection is built-in and guaranteed 

• Deploys quickly with pre-built integrations to 600+ ERP, ecommerce, and billing 
systems 

• Global tax content and expertise (VAT, GST, Landed Cost)

• Complete compliance solutions: tax calculation, exemption certificates, filing, and 
returns. 

Discover what 20,000 other companies already know: Avalara is the only way to manage 
transactional tax and be certain you’re doing it right. Check the box on compliance: you’re 
good to grow!

http://www.avalara.com

