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1. Introduction

In the fast-paced and ever-evolving corporate world, businesses are continuously seeking ways
to secure a sustainable competitive advantage. The adoption of advanced technologies and the
implementation of best practices have become essential strategies to navigate the complexities
of the global market. Central to this pursuit is the reengineering of various business functions,
with accounting standing out as a critical pillar for maintaining operational efficiency and
competitiveness.

Despite its significance, accounting functions present notable challenges, particularly for Small
and Medium Enterprises (SMEs), which often struggle with limited expertise and resources.
This study seeks to address these challenges by examining the process of accounting
outsourcing, specifically focusing on the turn-back phase—the transition of accounting
functions back to the client.

Through empirical evidence and expert insights, the study aims to delineate a structured
approach to the accounting turn-back process while identifying the key challenges faced by
clients during this transition. The paper also proposes recommendations to mitigate these
challenges, emphasising essential aspects such as effective communication, financial support,
top management endorsement, the creation of backup exit plans, and strategic vendor
management.

Moreover, as globalisation accelerates the adoption of global outsourcing, this practice has
become a subject of interest for both practitioners and academics. Multinational corporations
leverage global outsourcing to optimise costs, enhance competitive capabilities, and satisfy
shareholder expectations. However, organisations must carefully assess the relevance and
effectiveness of outsourcing within their particular organisational context and the broader
global market.

The study explores the intricate relationship between global outsourcing and organisational
effectiveness, offering insights into the motivations and methodologies behind global
outsourcing. Additionally, it evaluates the diverse impacts of global outsourcing on
organisational effectiveness, including cost reduction, market expansion, and operational
agility. Through this comprehensive analysis, the study aims to contribute valuable knowledge
to the ongoing discourse on accounting outsourcing and global outsourcing's role in enhancing
organisational success.

Objectives

e To assess the Complexity in the existing accounting procedures within organisations to
identify strengths, weaknesses, and areas for potential improvement.

e To Analyse the prevalent trends in accounting outsourcing, including factors such as types
of services outsourced, industries adopting outsourcing, and the extent of outsourcing.

e To Evaluate the quality and accuracy of accounting services provided by outsourcing
partners compared to in-house accounting teams.

e To Identify the impact of Outsourcing on regulatory compliance including adherence to
Financial reporting regulations.

e To determine the adaptation level of Employees to the accounting Software.

Need for the Study

e Accounting outsourcing can potentially reduce operational costs for organisations by doing
away with the requirement for infrastructure, software, and accounting personnel to be
employed internally. Instead of wasting time and money on non-core operations, firms can
concentrate more on their strategic goals and core strengths by outsourcing accounting
services.
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e Outsourcing accounting services provides access to specialised expertise and industry best
practices that may not be available within the organisation, leading to improved financial
management and decision-making.

e Outsourcing allows organisations to scale their accounting functions up or down based on
their business needs, without the constraints of hiring and training additional staff.

e Outsourcing accounting functions can help mitigate risks such as errors, fraud, and non-
compliance with regulatory requirements by leveraging the expertise and experience of
external service providers.

e Outsourcing partners often leverage advanced accounting software and technologies,
providing access to state-of-the-art tools and systems that enhance efficiency and accuracy
in financial reporting and analysis.

e For organisations operating in multiple jurisdictions, outsourcing accounting can facilitate
compliance with complex international regulations and standards, reducing the burden of
navigating diverse legal and tax frameworks.

2. Literature Review

Outsourcing refers to subcontracting of service or activity to a third party for strategic use of
company’s resources, to generate company’s values and gain competitive edge (Maelah et
al.2010). Business process outsourcing (BPO) is a management tool often described as
delegation of a business process to an external service provider who administers and manages
it better than company could do it by itself. BPO can be also described as a movement of
business processes from inside an organisation to external service providers. The fierce rivalry
in the market forced the companies to concentrate on their primary skills. Because it allows
businesses to focus on what they do best—serving customers—outsourcing noncore operations
can be a good way to cut costs (Auzair et al. 2013).

Accounting outsourcing, according to Maelah et al. (2012), is the process of shifting a portion
of accounting duties to fully owned subsidiaries or third-party providers in order to reduce
costs, get access to in-demand expertise, or boost competitiveness. According to Bagienska
(2016), there are two primary causes for accounting outsourcing: the first is the financial
inefficiency of starting a department dedicated to financial accounting, particularly for small
businesses; the second is the absence of staff members with the necessary training, experience,
and credentials in accounting.

Mamic Sacer et al. (2015) found that the current financial reporting system is unsuitable for
micro businesses when examining the impact of accounting regulation simplification on the
financial reporting of micro firms. The European Commission, acknowledging the challenges
encountered by microentities, suggested updating and streamlining accounting guidelines for
these particular establishments. They acknowledged that micro companies have only local
impact and one or few owners so there is no need for general purpose of financial statements
public disclosure and, on the other hand, it can be a great burden for them, primarily in the
context of the costs of preparing those statements.

Bookkeeping and accounting procedures, general ledger accounting, recording accounts
payable, monitoring fixed assets, inventory management, reconciliations, payroll accounting,
taxation, recording accounts receivable, executing internal controls, financial statement
preparation, and financial reporting are the core accounting tasks that are frequently
outsourced, according to Maelah et al. (2012). Due to years of social and economic structural
growth in various nations and markets, these responsibilities are now a part of the accounting
profession globally. According to Miller et al. (2016), these advancements have increased the
difficulty of the accounting profession.
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According to Everaert et al. (2010), there are four primary tasks that make up the annual
accounting process: entering financial transactions and invoices; creating an interim profit and
loss account (such as a monthly profit calculation); creating period-end accounting (such as
interest accruals and depreciations); and creating financial statements (balance sheet, profit and
loss account, notes).

Outsourcing accounting has many benefits, but there are drawbacks as well, as documented
in the literature. In their 2002 study, Barrar et al. evaluated the internal accounting efficiency
of small, medium, and large UK businesses in comparison to both UK outsourcing contractors
and the considerably bigger and more numerous accounting service providers in Italy.
According to their findings, accounting outsourcing offers extremely small business managers
a more effective answer. According to Cullinan and Zheng (2017), audit latency and
accounting outsourcing are positively correlated. According to Bagienska (2016), there are a
number of benefits to outsourcing financial accounting services, including access to specialised
technologies, time and resource savings, and a decrease in operating costs as a result of the
outsourcing provider's scale and specialisation.

Certain allegations have been made regarding the drawbacks of accounting outsourcing.
Dekker et al. (2018) argue that the negotiating and drafting outsourcing contracts is costly and
presents firms with a cost-benefit trade-off. The lack of current access to the company's books
of accounts, the accounting service provider's lack of knowledge about the company's financial
status, and the absence of financial analyses of liquidity, profitability, and indebtedness
measurement among the services provided are among the drawbacks of accounting
outsourcing, as demonstrated by Bagienska (2016).

3. Research Methodology

Every study has a research method that the writer or writers are using. The two most common
methods that are used are called qualitative and quantitative. These two methods are extremely
hard to separate from each other. Sometimes both of these methods are used together.
(Hirsjarvi, Remes & Sajavaara 2013, 135-136)

In this study quantitative method was chosen, because the purpose was to find out what kind
of outcomes the outsourcing had created. Every outsourcing case is unique and it has different
impacts for the company, so there was no old certain results or theory that could have been
followed.

TOOLS USED FOR DATA COLLECTION:

The tool used for the research study is Questionnaire. A questionnaire is a list of research or
survey questions intended to elicit particular data from respondents. With SPSS, the descriptive
statistics are contrasted.

The different statistical tools used for the present study includes the following:

1. Correlation

2. Two-way ANOVA

Hypothesis and Data Analysis

Correlation Analysis

HO: There is no significance difference in services outsourced and industry adopting
outsourcing.

H1: There is no significance difference in services outsourced and industry adopting
outsourcing.
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CORRELATIONS
Industry
Services adopting
outsourced outsourcing
Pearson Correlation 1 .019
Services outsourced Sig. (2-tailed) a1
N 150 150
Pearson Correlation .019 1
Industry adopting outsourcing Sig. (2-tailed) 801
N 150 150

From the above table it is observed that pearson correlation value is 0.19, so there is positive
correlation

The sig.(Two Tail) value is 0.821 which is greater 0.05, hence we accept the null hypothesis
and reject the alternate hypothesis. So, there is no significant difference in services outsourced
and industry adopting outsourcing

CORRELATION ANALYSIS

HO: There is no significance difference in adoption level of employees and accounting
software

H1: There is no significance difference in s adoption level of employees and accounting
software

CORRELATIONS
ADAPTION ACCOUNTING
LEVEL SOFTWARE

Pearson Correlation 1 170"
ADAPTION LEVEL Sig. (2-tailed) 038
N 150 150

Pearson Correlation 170" 1

ACCOUNTING SOFTWARE Sig. (2-tailed) 038

N 150 150

*, Correlation is significant at the 0.05 level (2-tailed).
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From the above table it is observed that pearson correlation value is 0.170, so there is positive
correlation

The sig.(Two Tail) value is 0.038 which is lesser than 0.05, hence we accept the alternate
hypothesis and reject the null hypothesis. So, there is significant difference in adoption level
of employees and accounting software.

TWO WAY ANNOVA

HO: There is no significance difference in accounting procedure and quality. H1: There is no
significance difference in accounting procedure and quality. HO: There is no significance
difference in accounting service and quality.

H1: There is no significance difference in accounting service and quality.

TESTS OF BETWEEN-SUBJECTS EFFECTS

Dependent Variable: QUALITY

Type llI Partial
Sum of Mean Eta | Noncent. |Observed
Source Squares | df | Square F Sig. |Squared | Parameter | Power®
Corrected Model 30121'530 3 100;"17 1312 | 273 | .026 3.935 344
852200.7 852200. | 1113.27
Intercept 13 1 743 4 <001 | .884 |1113.274 | 1.000
ACCOUNTING
PROCEDURE 10.783 | 1 | 10.783 014 | .906 | .000 014 .052
ACCOUNTING 9615.27
SERVICE 2615.270 | 1 O' 3.416 | .067 | .023 3.416 451
PROVIDER
ACCOUNTING
PROCEDURE *
ACCOUNTING | 376.444 | 1 |376.444 | .492 484 | .003 492 107
SERVICE
PROVIDER
Error B 146 | 765.491
63
990471.0
Total 00 150
Corrected Total 114554'1 149

a. R Squared =.026 (Adjusted R Squared =.006)

b. Computed using alpha = .05

From the above table, sig value 0.067 greater than 0.05, since we accept null hypothesis and
reject alternate hypothesis.
From the above table, sig value 0.484 greater than 0.05, since we accept null hypothesis and
reject alternate hypothesis.
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Suggestion

To enhance organisational effectiveness through accounting outsourcing, a multi-faceted
research approach is proposed. Firstly, qualitative methods such as surveys and interviews with
stakeholders within organisations can be employed to assess existing accounting procedures,
identifying strengths, weaknesses, and areas for improvement. A comprehensive literature
review should follow, delving into prevalent trends in accounting outsourcing, encompassing
the types of services commonly outsourced, industries adopting outsourcing, and the extent of
outsourcing, drawing from academic research, industry reports, and case studies.
Subsequently, a quantitative quality assessment study can be conducted to evaluate the
performance of outsourcing partners compared to in-house accounting teams, utilising metrics
like error rates, timeliness of reporting, and client satisfaction surveys. Additionally, case
studies of successful outsourcing initiatives can offer valuable insights into factors contributing
to success, such as vendor selection criteria, communication strategies, and organisational
alignment. Surveys of outsourcing providers can provide further perspectives on effective
vendor-client relationships and service delivery strategies. Furthermore, cross- industry
comparisons can elucidate industry-specific trends and challenges in accounting outsourcing,
considering factors like regulatory requirements and competitive pressures. Finally, a
longitudinal study tracking the impact of outsourcing initiatives over time can provide insights
into the long-term effects on organisational effectiveness, measured through key performance
indicators such as cost savings and financial performance. Through this comprehensive
research strategy, a nuanced understanding of accounting outsourcing's potential to enhance
organisational effectiveness can be attained, facilitating evidence-based strategies for
implementation and optimization

3. Conclusion

In conclusion, the proposed research approach offers a robust framework for advancing
knowledge on enhancing organisational effectiveness through accounting outsourcing. By
employing a combination of qualitative and quantitative methods, including surveys,
interviews, literature reviews, and comparative analyses, this research aims to provide
comprehensive insights into the dynamics of accounting outsourcing practices. Through the
evaluation of existing procedures, exploration of trends, assessment of service quality, and
identification of success factors, organisations can gain valuable guidance for optimising their
outsourcing strategies. Furthermore, the inclusion of longitudinal studies will enable the
tracking of outsourcing impacts over time, ensuring a nuanced understanding of its long-term
effects on organisational effectiveness. Ultimately, by leveraging the findings from this
research, organisations can make informed decisions, implement effective outsourcing
initiatives, and achieve enhanced operational efficiency and financial performance.
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