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Payroll has long been labeled a
cost center for accounting firms:
frenetic deadlines, constant
compliance changes, manual
drudgery, and slim margins.
For years, many accountants
dismissed it as more trouble
than it was worth. But that

old narrative no longer holds.
In today’s evolving industry,
forward-looking firms are
discovering payroll's untapped
potential.

The numbers tell the story: according to
Accounting Today's 2024 survey, more than 40
percent of firms now offer payroll services, up
significantly over the past decade as automation
and client demand have reshaped expectations.
Just as important, research from the National
Association of Payroll Professionals shows that
firms offering payroll see client retention rates
increase by up to 20 percent, since clients are
far less likely to switch providers once payroll is

integrated with other services. And the payoff
goes beyond retention. Industry data shows that
firms adding payroll grow overall revenue up

to 15 percent faster than their peers who don't,
turning what was once a “loss leader” into a
genuine profit driver.

With cloud automation, transparent pricing, and
a clear service strategy, payroll transforms from
a resource drain into one of the most profitable
and strategically important services in a firm's
portfolio. It becomes a recurring-revenue
engine, a retention lock, and a launchpad for
deeper client relationships. All it takes is the
right payroll platform—one designed specifically
for accountants who need accuracy, automation,
and scalability without sacrificing margins. That's
exactly what IRIS Payroll delivers.

“The great thing about payroll is that it gives us
an out-of-tax-season flow of steady income,”
says Lindal Walker, Enrolled Agent and
Accounting Specialist at The Moritz Group, a
Marion, IN accounting firm and payroll firm.
“People always need to get paid. And IRIS Payroll
makes it easy.”




The Payroll Profit Challenge

For decades, payroll has been
dismissed as “all pain, no gain.”
Outdated systems demanded
manual entry of hours, paper
check printing, and constant
oversight to keep up with
shifting tax codes. Errors meant
penalties, and the time required
left staff unavailable for higher-
value work.

Amy Bieber, founder of Amy Bieber CPA,
remembers those frustrations well. Before
launching her Sidney, MT firm, she worked

for another using a platform that proved both
expensive and risky. “Our old solution was bare
bones. | wanted to have a cloud platform where |
could work on it from anywhere,” she explained.
Direct deposit fees were exorbitant, compliance
updates were unreliable, and mistakes could
create serious exposure. “We needed a system
we could trust, one that would automatically and
accurately handle compliance updates without
constant oversight.”

Pain-point perceptions that cause many
accountants to shy away from offering payroll
include:

* Payroll drains resources. Staff hours spent
entering data and handling errors cannot be
billed elsewhere.

* Margins are thin. Firms charge low fees
for payroll, believing it cannot support higher

pricing.

* Compliance is risky. With tax rates and rules
changing constantly, firms fear the financial
and reputational liability of mistakes.

* Clients are reluctant. Firms assume that
businesses are resistant to digital solutions or
too small to justify the cost.

But the very features that make payroll seem
burdensome - its complexity and frequency -
also make it valuable.

“It gives us an out-of-tax season flow of steady,
guaranteed income,” Walker says.

Payroll is not just another service line; it is the
foundation of recurring revenue and client

loyalty.




Recurring, Predictable Revenue

Unlike tax and audit work, which spike
seasonally, payroll is required weekly, biweekly,
or monthly. That regularity ensures consistent
income throughout the year. For smaller firms
that face significant revenue dips outside of

tax season, payroll can smooth cash flow and
provide stability. Case in point: During the
COVID-19 pandemic, this consistency proved
invaluable. While other revenue streams faltered,
firms offering payroll maintained steady income,
helping them weather the uncertainty.

Client Retention and Loyalty

Payroll has a unique ability to create “stickiness”
for accounting firms. When clients trust their
accountants with payroll, they're far less likely to
shop around or switch firms. In fact, accounting
firms that include payroll as part of their client
advisory services operate near the 84-percent
retention benchmark seen across professional
services. Client demand supports this trend -
about 38 percent of small businesses expect
payroll from their accountant, and roughly 65
percent of firms already provide it.

Once clients are satisfied with payroll, it often
becomes the foundation for expanding into
advisory services. Because payroll touches
something as essential and sensitive as paying
employees, the trust it builds naturally translates
into long-term loyalty and deeper, more
profitable relationships. And even a modest
5-percent lift in retention can increase profits by
25 percent or more, making payroll a powerful
driver of growth.

Growth and Cross-Selling
Opportunities

Payroll is also a gateway to broader services.
Timekeeping, HR, compliance consulting, and
employee benefits management are natural
extensions. When payroll is streamlined and
automated, accountants can spend more time
in an advisory role, helping clients interpret
labor costs, plan for growth, or navigate benefits
programs.

Bieber has seen this shift firsthand. “IRIS allows
us to focus less on the workload and more on the
people we serve.” By freeing staff from manual
tasks, her firm has been able to deepen client
relationships and offer more value.




The myths surrounding payroll
persist largely because firms
remember the limitations of
outdated systems. With modern
technology like IRIS Payroll, those
barriers no longer apply.

Myth 1: Payroll drains staff
resources.

In the past, firms manually entered hours,
calculated taxes, printed checks, and handled
filings. “With our prior platform, we would

have to manually enter the hours, calculate the
taxes, print the checks on paper, and then the
client would have to come to the office, pick

up the checks, sign them, and distribute them
individually,” Walker recalls. “Today, using IRIS
Payroll, we create a login for clients, and they
take the bulk of the process from there. They
can add employees, adjust compensation, enter
deductions, and run payroll themselves. It frees
up countless labor hours and that's major cost
savings.”

Myth 2: Margins are too thin.

Margins suffer when payroll is billed hourly or at
outdated rates. The trend toward transparent,
per-employee pricing allows firms to capture the
true value of payroll. recently
moved away from hourly billing, instead offering
flat fees by employee count and frequency. “That
gives your client a good way to budget your
services, and it makes them more likely to choose
your services,” Walker explained. In fact, payroll

service firms that switch from per-process or
hourly billing to per-employee pricing often see
cost predictability improve by 20 to 25 percent,
enabling slimmer margin erosion and more
stable profit forecasts.

Myth 3: Compliance risk is too
high.

Tax codes do change constantly, but compliance
automation eliminates the burden. IRIS Payroll
updates tax rates automatically and manages
e-filing. Bieber noted the difference immediately
once her firm switched platforms and ran its first
report: “When | prepared the 3rd quarter report,
| clicked one button, and it was filed instantly. It
was amazing! | didn't have to wonder if the IRS
received it because an automatic notification
confirmed it right away.” Across businesses
implementing automated payroll solutions, there
is evidence of up to 70 percent fewer compliance
issues and 90 percent reduction in tax filing
errors.

Myth 4: Clients won’t adapt.

Firms worry that small-business clients are
resistant to new technology. While it's true

that less tech-savvy employers may hesitate,
those that make the jump to automated payroll
solutions quickly realize the benefits, including
a 30 to 60-percent reduction in payroll errors,
40 percent or more savings in operational costs
and a significant boost in client retention and
satisfaction.
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Firms that succeed with payroll
don't just add it as a side service;
they approach it strategically.
The following strategies, proven
in practice, can transform payroll
into a profit center.

1. Adopt Tiered Service Models

Offering multiple service tiers - basic payroll,
payroll plus compliance, and premium packages
including HR or timekeeping, for instance - allows
clients to choose the level that fits their needs. It
also provides opportunities for upselling.

2. Implement Transparent,
Scalable Pricing

Flat, per-employee pricing is clearer for clients
and more profitable for firms. As Walker
emphasized, transparent pricing “makes them
more likely to choose your services, because
nobody wants to just go in blindly.”

3. Leverage Technology for
Efficiency

Automation is the difference between payroll

as a drain and payroll as a profit engine. New
Jersey’'s Sharp Payroll Service grew from just over
100 clients to 700 without adding staff, thanks to
a switch from an outdated software platform to
IRIS Payroll. Payroll now accounts for 70 percent
of their gross revenue, up from 20 percent

prior to the move. “IRIS Payroll completely
revolutionized our business, helping us scale to
the next level,” said President Matt Contardi.

4. Position Payroll as Advisory

Flat, per-employee pricing is clearer for clients
When staff are freed from manual tasks,
accountants can act as advisors rather than
processors. They can help clients analyze

labor costs, manage compliance risk, and

plan strategically. This elevates payroll from a
transactional service to a consulting relationship.

5. Embrace White-Label
Branding

[RIS Payroll allows firms to deliver payroll under
their own brand. This strengthens client loyalty
and prevents competitors from encroaching on
relationships.




Why IRIS Payroll

Not all payroll systems deliver the
same results. Firms that succeed
choose technology designed for
accountants and supported by
responsive service.

IRIS Payroll stands out because it offers:

* Cloud access. Work securely from anywhere,
with automatic updates and no manual
downloads.

* Affordable direct deposit. Eliminate excessive
fees that erode margins.

* Built-in compliance. Automated tax updates
and seamless e-filing minimize risk.

* Scalability. Grow from a handful of clients to
hundreds without increasing staff.

* Support. Hands-on onboarding and ongoing
assistance ensure smooth transitions. Stewart's
Business and Tax Service called IRIS “a
godsend” for restoring profitability.

As Bieber noted, “IRIS allows us to focus less on the
workload and more on the people we serve.” For firms
ready to diversify revenue, improve margins, and
future-proof their services, payroll is not optional - it is
essential.

See how IRIS Payroll can help your firm generate
maximum profit from payroll. Contact us today to
schedule a consultation or demo.
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IRIS Americas is part of IRIS Software Group.

IRIS payroll solutions exist to take the pain out of
processes and enable professionals working in
CPA firms and payroll service bureaus businesses
comply with regulations, improve efficiency and
drive growth. IRIS Americas brands include IRIS
Star Practice Management, IRIS Global Workforce,
IRIS Innervision, IRIS Practice Engine, Doc.lIt, PSI
Payroll, IRIS HCM, Apex, AccountantsWorld, Senta
and Conarc.

IRIS partners with thousands of CPA firms, payroll
service bureaus and small to midsize businesses
across North America, including 52 of the top

100 US CPA firms. We offer innovative Payroll and
HR solutions, making us the preferred partner

in the region. Globally, IRIS serves over 100,000
customers, with 80% having tenure of five or
more years.
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