Buying an Accounting, Marketing, or
IT Services Firm
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Professional services firms — accounting practices, marketing agencies, IT consulting,
engineering firms — are knowledge businesses. Their value lies in client relationships, specialized
expertise, and the ability to deliver high-margin services. For buyers with relevant industry
experience, these can be excellent acquisitions with strong cash flow and minimal capital
requirements.

The Professional Services Opportunity

Professional services firms have several characteristics that make them attractive acquisition
targets. High gross margins (typically 50-70%) mean more cash flow relative to revenue. Low
capital requirements (no inventory, minimal equipment) mean your investment goes toward
earning power rather than physical assets. And sticky client relationships (especially in accounting
and IT) create recurring revenue dynamics.

Valuation by Service Type

Service Type SDE Multiple Range

Accounting / CPA Firm 2.5x — 4.0x

Marketing / Creative Agency 2.0x — 3.5x

IT Services / MSP 3.0x — 5.0x
Engineering Firm 2.5x — 4.0x
Staffing / Recruiting 2.0x — 3.5x
Insurance Agency 2.5x — 4.0x

The Key Person Risk Challenge
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Professional services firms have the highest key-person risk of any acquisition category. Clients
often hire the firm because of a specific partner or consultant. When that person leaves, clients
may follow. This is the dominant risk in every professional services acquisition.

e Accounting firms: Client retention is typically 85-95% through ownership transitions if
handled well, because clients value stability and hate switching accountants

» Marketing agencies: Client retention is lower (70-85%) because relationships are often
personality-driven and project-based

* IT/MSP firms: Client retention is highest (90-98%) because switching IT providers is
operationally disruptive and risky

KEY INSIGHT: During due diligence, ask to meet with the firm's top 5-10 clients. Their reaction to
you personally is the single best predictor of post-acquisition retention. If they're comfortable with
you, retention will be high. If not, adjust your valuation accordingly.

Transition Best Practices

The transition period is make-or-break for professional services acquisitions. Best practices include
a minimum 6-month transition where the seller introduces you to every key client, the seller
sending a personal endorsement letter to all clients, joint attendance at the first meeting with every
major client post-closing, retaining all existing staff through the transition, and maintaining the
firm's name and branding for at least 12 months.

Growth Through Al

Professional services firms are being transformed by Al tools. Accounting firms can automate
bookkeeping, tax preparation, and audit procedures. Marketing agencies can use Al for content
generation, analytics, and campaign optimization. IT firms can implement Al-driven monitoring,
automated ticketing, and predictive maintenance. These tools allow firms to serve more clients with
the same team, directly improving margins and scalability.

Ready to analyze your next deal?

Visit BusinessValuationCalculator.com for free Al-powered business valuation tools.
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