
 The 

Hidden Cost 
of In-House Accounting
Calculating Time vs. Value



The Real Price

The misconception that plagues the
idea of outsourced accounting is that it
signifies business incapability. Needing
support is not a sign of failure, it’s a
sign of growth.

The clearest indication that your
business should outsource its
accounting is when financial reporting
becomes inconsistent. Businesses that
choose to complete their accounting
in-house often spend over 82 hours
annually on tax preparation alone.  It’s
essential that your business decisions
are informed by accurate reporting,
which can’t happen in crunch time.

Purpose

We aim to provide business owners and
financial decision-makers with a
framework for evaluating the true cost
of in-house accounting. With an honest
assessment of the specialized techniques
and risk mitigation associated with
outsourcing, business owners can
identify where in-house arrangements
may fall short.

Some businesses may truly benefit from
in-house accounting, which is why we
are not advocating universally for
outsourcing. Our goal is to provide the
complete picture that enables informed
decisions aligned with your business
objectives.
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Regulatory requirements are not the only aspect of
accounting that is changing. Technology is shifting
financial management from a quarterly exercise to a
real-time tool by enabling instant reporting.
Businesses are also beginning to look for a partnership
with an accountant, not just record-keeping. They
need an advisor who identifies opportunities and
controllers who can translate numbers into strategy.

Accounting’s Expanding Complexity

The complexity of business accounting has been
accelerating dramatically, leaving small business
owners unable to manage basic accounting needs. The
Tax Cuts and Jobs Act alone created more than 500
pages of new regulations affecting business
accounting. With financial reporting standards
evolving constantly, business owners can choose to
adapt or outsource.

This change, however, exceeds the capacity of most
in-house accounting departments for small to mid-
sized businesses. The single bookkeeper inevitably
focuses on transactional work, leaving little time for
the analysis and advisory services that create real value.

The growing complexity of modern accounting has turned the 'in-house'
model into a major cost driver that many organizations underestimate. To
truly understand the financial weight of keeping these functions under your
own roof, you have to look below the surface. 
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Direct Financial Costs

Beyond direct financial outlays, in-house

accounting's indirect costs can reduce overall

organizational efficiency. In-house staff require

management, supervision, and quality review. For

many small businesses, this responsibility falls to

the owner, taking up 150 to 400 hours annually

that could otherwise be devoted to business

development. This oversight opportunity cost

often exceeds the in-house accountant's base

salary.

The most visible costs of in-house accounting
extend well beyond compensation. From entry-
level bookkeepers to senior controllers, just base
salary alone can command from $40,000 to
$120,000 or more. But base salary represents
only 60-70% of total compensation costs.

The accounting profession faces a talent shortage.
Finding qualified candidates requires investment
in job postings and recruiter fees. Even if you
choose internal recruiting, the process requires
reviewing resumes, conducting interviews, and
performing background checks. With onboarding
spanning weeks or months, existing staff invest
significant time in training, thereby reducing their
own productivity.

Indirect Costs
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Every business has unique processes, systems,

and requirements that an in-house team may not

fully understand. New accounting staff face a

substantial learning curve in understanding

industry-specific details, which they must either

research extensively or bring in outside

consultants. Both options consume valuable time

and offer no cost advantage.

What happens when your accounting staff

departs, as the turnover rate for this profession

averages 20-25%? Institutional knowledge walks

out the door, and reconstituting takes months.

The cost of accounting turnover typically equals

six to nine months of the position's salary. When

that person is unavailable, financial operations

effectively grind to a halt.

How Incomplete Reporting Leads to
Delayed Decision-Making

Timely, accurate financial information enables
better business decisions. Companies that face
delayed or incomplete reporting will find themselves
lagging between reality and understanding, during
which unprofitable activities will continue, and
resources will be misallocated.
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In-house accounting departments at small to mid-
sized businesses typically close books 10-20 days after
month-end. By the time owners review financial
information, it's 3-4 weeks old. This lag can be costly.

Many in-house accounting functions focus on
compliance reporting while lacking bandwidth for
management reporting that drives decisions. These
are equal challenges presented by incomplete
reporting. When owners lack a forward-looking
analysis, what informs strategy?

The Outsourced Accounting Value
Proposition

Outsourced accounting transforms the cost structure
from variable and complex to predictable and
scalable, offering several distinct financial advantages
over in-house alternatives.

Yes, outsourced accounting is an investment, but it protects your business
from expensive mistakes and frees time to focus on growing your revenue.
Take a close look at what different firms offer and how they align with your
specific needs. You’ll be able to make the right call for your business once you
see how the numbers actually work out.



Fixed vs. Variable Cost Structure

In-house accounting creates a fixed-cost structure with hidden variable expenses.
Outsourced accounting operates on a different model; let’s see how:
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MONTHLY
FEES

Typically align with service
complexity and transaction volume,
scaling proportionally with business
needs.

Flexible. During seasonal slow periods,
service levels can be adjusted to reduce
costs.

IN-HOUSE OUTSOURCED

SEASONAL
COSTS

On-demand. During rapid growth,
capacity expands without hiring delays
or long-term commitments.

GROWTH
CAPACITY

SCALING
BACK

Companies scaling back operations can
immediately reduce outsourced
accounting costs in proportion.

Disruptive. Reducing costs usually
requires layoffs, severance packages,
and other fixed commitments that
become increasingly burdensome
relative to revenue.

Lagged and expensive. One or two
additional staff members are needed as
the number of locations increases,
adding fixed annual costs even in
underperformance. 

Primarily fixed expenses, including
base salaries, benefits, payroll taxes,
software seats, and office overhead,
regardless of volume.

Static or higher. Salaries must be paid
during slow months, while peak seasons
often require expensive overtime pay.
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Restaurants manage complex tip allocation and
inventory shrinkage. Construction companies
navigate revenue recognition and job costing. In-
house accountants typically develop expertise in
one industry, where outsourced firms serving
multiple clients develop concentrated knowledge
that individual businesses can't replicate.

Outsourced accounting firms employ specialists
across many domains. When complex situations
arise, specialists engage immediately without
additional cost. The controller overseeing your
account can quickly consult with the firm's tax
specialist, technical accounting expert, or industry
specialist, synthesizing specialized knowledge into
practical guidance.

Industry Specific & Specialized
Knowledge

The main takeaway here is operating leverage. With
an in-house team, you are essentially paying for "peak
capacity" all the time, even when you don't need it.
Outsourcing turns those fixed costs into variable
ones, protecting your margins during lean times.

While the shift from fixed to variable costs provides
immediate relief to the bottom line, the most
significant long-term benefit of outsourcing is a shift
in intelligence quality itself. Moving beyond the
limitations of a small in-house team enables a
business to bridge the gap between basic
bookkeeping and industry-specific foresight.
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This specialized knowledge prevents costly
mistakes, identifies opportunities, and provides
confidence in complex situations.

Detailing exactly what specialized knowledge looks like isn’t possible, but
with enough common benefits across businesses, the value is recognized. An
outsourced accounting team provides vetted, industry-leading automation of
tasks, knowledge that an in-house employee may not have the time or
exposure to implement.
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The True Cost of In-House
Accounting

To understand the "true cost" of in-house accounting,
you have to look beyond the base salary of an
employee. While a salary is a visible line item, the true
cost is an "iceberg" with the majority of the financial
and operational weight hidden beneath the surface.

When you combine rigid cost structures, knowledge
gaps, and the management burden of internal hiring,
the price tag of an in-house team often doubles or
triples the cost of a specialized outsourced partner.



The Partner Advantage
By moving to an outsourced model, you
aren't just hiring a service provider; you
are partnering with a department. This
partnership bridges the knowledge gaps of
a generalist and eliminates the overhead of
a traditional employee. You effectively
replace a high-risk, fixed-cost "black box"
with a low-risk, variable-cost engine that
provides industry-specific foresight.

The real advantage is moving to a
proactive approach. An outsourced team
provides advice on what should happen
next, combining data from an outside
perspective, rather than reacting to your
financial changes in-house.

You’re already wearing a dozen different
hats as a business owner. Do you really
want to add “accounting department
manager” to that list?
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Experienced accountants focus on your
financial health so you can spend less time
on bookkeeping and tax preparation, and
more time growing your business. With
our business solutions, you can trust that
your financial management is in good
hands, allowing you to focus on success.

See the bigger picture. Protect what you’ve
built. Sleep better at night. Experience
growth without growing pains. 

When you’re not worried about
whether your books are accurate or your
taxes are filed properly, you can put all
that mental energy into the big-picture
thinking that actually moves the needle.



Ready to reclaim
your time and
reduce your stress?
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Let’s talk about how MBE CPAs can
support your financial future and give
you back the freedom to focus on what
matters most to you.

Choosing MBE CPAs as your
accounting team means
partnering with a team with a
deep understanding of your
industry and a  focus on clear
communication. 

Outsourced accounting services can
include as little or as many tasks as your
business needs covered. MBE CPAs will
discover the strategy that best suits your
goals and align your business trajectory
toward financial success.


