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Grigorak M.Y. Principles of outsourcing influence
estimation of industrial enterprises activity.

The article is dedicated to the research of
estimation of outsourcing influence on efficiency of
industrial enterprises. A practical example is given,
that allows substantiate the role of outsourcing
strategy for the increasing of industrial enterprises
profitability as a result of cost reducing on
implementation of certain functions (IT-services).
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Statement of the problem

problem of efficiency of industrial and

economic activity has always been actual

on the different levels of management of

the economy - from the owners of private
enterprises to the state leaders. The main purpose of
entrepreneurial activity is profit increasing, however
the efficiency increasing can be reached as a result of
profit increasing and costs reduction.

In spite of the certain increase of operating activity
profitability of the Ukrainian industrial enterprises
(from 3,57% in 2010 to 4,71% in 2011 [6]), the index
remains rather low, that makes actual development
and implementation of effective measures of the
efficiency increasing of industrial enterprises activity.

One of the instruments which allow enterprises to
increase efficiency of their activity due to the cost
cutting and optimization of production and providing
processes implementation is outsourcing.

In the USA 70% companies use services of
outsourcing firms, in the countries of Europe — up to
40%, in Ukraine - only 5% of enterprises [1].
Analysis of the latest researches and publications

Theoretical and methodical principles of
outsourcing application, in particular its nature, kinds,
risks and advantages of usage, are highlighted in
works of such foreign and Ukrainian researchers:

Bravard J-L, Morgan R., B.A. Anikin,
0O.V. Gavrilyuk, A.G. Zagorodniy, S.O. Kalendjan,
Y. Kursova, O.I. Mikalo, V. Sinyaev, etc. The

questions, related to the estimation of economic
efficiency of outsourcing and choice of business
processes that can be transferred to outsourcing
company, especially taking into account the specific
of concrete industries require additional research.

Aim of the article: to estimate outsourcing
influence on efficiency of industrial enterprises
activity as a result of the cost cutting on the certain
business process implementation.

Basic material

Outsourcing is determined as increasing of the
company’s efficient activity due to transfer of some
functions and business processes to external
organizations with the purpose of optimization of all
types of resources and concentration of the efforts on
the basic type of the activity [2].

According to the research conducted by the staff
holding ANCOR in Ukraine on a theme «Evolution of
outsourcing. Analysis of necessity and estimation of
services quality» [of a - n - ¢ - 0 - r.livejourna.com]

28



EKOHOMIKA: peanii uacy

Ne3-4(4-5), 2012

ECONOMICS: time realities

among the managers of different level of foreign and
Ukrainian enterprises which carry out the activity on
the territory of Ukraine, business processes that are

most frequently transferred to outsourcing are
following (Fig. 1).

IT-outsourcing | : : : : : : : ‘|40.5
logistics outsourcing ) | | | ‘ ‘ ‘ ‘ 35.1
recource supply of production processes ) | | | | ‘ 127
outcourcing of marketing senices ) | | | ‘ |21.uL)
recruiting outsourcing ) | | | 118.9
outsourcing of bookkeeping senices ﬁ 18.5
outsourcing of payroll preparation ) 13.5
processing and systematization of information ) 8.1
outcourcing of medical representatives ) 8.1
outsourcing of staff records ) 5.4
outsourcing of administration functions 7:| 2.7
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Fig. 1. Rating of outsourcing business processes in Ukraine, %
In accordance with the Fig. 1 the most widespread 2) determination of  business  processes

is outsourcing of IT, logistics, marketing and book-

keeping services which mainly are not main for

enterprises.

Principal reasons of outsourcing implementation
[5]:

— costs reductions;

— change of fixed costs on variable. Due to the usage
of outsourcing company infrastructure overhead
fixed costs reduce. The outsourcing agreement
mostly provides, that the amount of payment for
outsourcing services will depend on the results
and volumes of works;

— more effective implementation of functions due to
the wusage of experience, competence and
professionalism of the outsourcing company, that
specializes in the certain sphere;

— exemption and redistribution of resources (labour,
financial, material) and their wusing for
implementation of operations which will bring a
greater economic effect.
Thus, for determination

implementation influence on

enterprises activity some principles
followed:

1) establishing clear calculation of costs system
(direct and overhead) for business processes, that
gives possibility to make the exact calculations of
actual expenses on implementation of each business
process by own forces and using of outsourcing
companies. It is necessary to take into account the
following expenses: expenses on the staff; expenses
on the production area maintenance; expenses on the
stock holding; equipment and production capacities
maintenance expenses; management expenses;

of  outsourcing
the efficiency of
should be

impossible to execute on a high level of quality with
optimal costs, and which require scarce resources,
equipment, highly skilled staff. Most industrial
enterprises seldom have own park of transport
technique as well as marketing, law, IT, logistics
services;

3) possibility of getting other operating incomes
due to leasing of technique, production area, labour
resources which are not involved in a production
process when transferring the business process to
outsourcing.

Influence of outsourcing strategy implementation
is shown on the example of industrial enterprise of
Dniepropetrovsk, the net and operating profit of
which has a tendency to decreasing because
administrative charges grow higher than income.

Calculation that allows estimating influence of
outsourcing implementation on efficiency of
enterprise activity will be carried out on the example
of IT-outsourcing, making and accompaniment of
program products. Basic advantages, that gives IT-
outsourcing: decreasing labour costs and government
expenditures for welfare and social benefits, expenses
on maintenance of IT-departments. Costs on
maintenance of IT-departments are related to the
category of administrative costs [7]. The staff of the
IT-department: the head of the department, engineer,
programmers. Labour costs of the IT-department are
shown in Table 1.

For determination of economic effect from the
outsourcing strategy implementation basic direct and
overhead costs were maximally exactly taken into
account:

— salary of IT-specialists (Table 1);
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— government expenditures for welfare and social
benefits — 38,5% from the salary fund of the
department (Table 1);

— cost of computers and software;

— expenses on mobile communication and internet;

— training costs which employees pass once a year
(studies, seminars), 1500 hrn per employee;
— office expenses.
Expenses on maintenance of IT-department for a
year are shown in Table 2.

Table 1. Labour Costs of the IT-department

Government
Salar expenditures
.. Amount of b Salary, for welfare Labour costs of the
Position hrn./ .
workers, persons hrn./year and social department, hrn./year
month
benefits,
hrn./year
Head of the IT-
department 1 3500 42000 16170 58170
Engineer of IT-service 2 5200 62400 24024 86424
Programmer 3 7800 93600 36036 129636
Total 6 16500 198000 76230 274230
Table 2. Expenses on maintenance of [T-department for a year
No Costs item Sum, hrn.
1 Labour costs and government expenditures for welfare and social 274230
benefits
2 Expenses on mobile communication and internet 9000
3 Expenses on public utilities 2400
4 Training costs 9000
Total 294630

Costs on IT-services in outsourcing companies
make 8000 hrn per month, that makes 96000 hrn per
year. So implementation of IT-outsourcing allows
reducing costs on 198630 hrn per year (294630 hrn. in
2012 — 96000 hrn. In forecast period).

On the considered example IT-outsourcing
implementation in practice of the productive
enterprise  activity leads to decreasing of

administrative costs, increase of operation and net
profit from 155600 hrn. to 312550 hrn. As a result
efficiency of the enterprise activity increases, as
indexes of profitability of sales as a relation of net
profit to the net income and profitability of operation
activity as a relation of operation profit to full costs
increase (Fig. 2).
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Profitability of Operation Activity

Fig. 2. Influence of IT-outsourcing implementation on the profitability of the enterprise, %

30




EKOHOMIKA: peanii uacy

Ne3-4(4-5), 2012

ECONOMICS: time realities

However alone with the obvious advantages
outsourcing has certain risks. In accordance with the
results of questioning of ANCOR staff holding

professionalism, constant improvement of processes
individual approach to demands of each client
demands to the quality of execution of work

other

efficiency of the decisions taking and flexibility
information about outsourcer's senices on the market
cost of sevices optimization

nonstandard decisions and responsibility for them
clear schemes of interactivity

confidentiality of the processes increasing

recommendation of respondents to the providers of
outsourcing services are shown on Fig. 3.

127.3
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Fig. 3. Recommendations of respondents for improving of work of outsourcing services providers, %

Principal reasons which restrain outsourcing
development, in accordance with the results of
research (Fig. 3), it is possible to name insufficient
level of professionalism of outsourcers, absence of
individual approach to customers and low quality of
work implementation.

Conclusions and prospects of further researches

In modern conditions outsourcing is an effective
instrument of management which gives to the
enterprise  possibility to increase competitive
advantages on the basis of increasing of business
processes efficiency. Outsourcing means transferring
certain functions to the external company and is
objectively necessary to any enterprise which aims to
remain competitive.

Outsourcing provides competitive advantages due
to the sage of resources (material and non-material) of
other companies for achievement of success at the
market.

The use of outsourcing schemes on the Ukrainian
enterprises can considerably increase efficiency of
their activity and provide fundamentally new
possibilities for a mutually beneficial collaboration,
substantially strengthen their competitiveness in the
conditions of global economic environment. However
considering substantial risks, connected with the use
of outsourcing, further development the questions of
economic efficiency estimation of its introduction on
enterprises and making mechanism of co-operation of
enterprises-customers and suppliers of outsourcing is
required.

References:
1. ABTOMAaTH3UINA Oi3Hec-TpoIrieciB B YKpaiHi [DieKTpoHHBIH pecypc]. — Pexum moctymy:
ru.abp.in.ua/information/article/outsourcing
2. Bpasap XK. Dddexrusnsiii ayrcopcunr [Tekcr] : [loHnmanue, mIaHUpOBaHHE W UCIIONB30BAHHE

YCHENIHBIX ayTcOpcHHIoBbIX oTHOomenui / XK. bpaBap, P. Mopran ; nep. ¢ anrn. B.A. Jlenucos. —
J1. : bamanc busnec bykc, 2007. — XXVIII, 251 c.
3aropomniii A.I'. Ayrcopcinr Ta Horo BIUIMB Ha BuTpaTH migmpuemctBa / A.I. 3aropoanii,

303ynmb0k O. AYTCOPCHHT SK 1HCTPYMEHT MiJBHIICHHS KOHKYPEHTOCIPOMOXKHOCTI BITUHU3HIHUX
mianpueMcTB B yMoBax rirobamizanii / O. 303ynbok, O. Muxkaino // Exonomika Ykpainu. — 2009. —

Kanenmksu C.O. AyTCOpCHHT H JelerupoBaHHe IOTHOMOYHM B JEATEIHHOCTH KOMIIAHUMN

3.
I'.O. Maprun / ®inancu Ykpainu. — 2009. — Ne9. — C. 87-97.
4.
Ne8. —C. 16-24.
5.
[Texcr]: monorpadus / C.O. Kanenmxsa. — M. : Jleno, 2003. — 272 c.
6.

Odoiniiinnii  caiit  JlepkaBHOrO KOMITETY CTaTUCTUKH Ykpainu. OrepaTHBHa CTaTHCTHYHA
indopmartis [Erexmponnui pecypc]. — Pesxum nocrymy: http: / www.ukrstat.gov.ua/

31



ExoHOMiKa IPOMHUCIOBOCTI Ta OpraHi3arfisi BAPOOHUITBA Industrial economics and organization of production

7. Han-Ianko FO.C. ®inancoBa 3BiTHICTh MiANPUEMCTBA Ta i aHami3: HaB4. mociOHMK. — 2-T¢ BHIL.,

niepepod. 1 gom. [Teker] / FO.C. Han-Ilanko. — K. : ITYJI, 2002. — 360 c.

Hanmano no penakiii 8.05.2012

I'puropak Mapis OpiiBna / Maria Yu. Grigorak
skira333@mail.ru

Ilocunanna na cmammio / Reference a Journal Article:

Principles of outsourcing influence estimation on efficiency of industrial enterprises activity [Enexmponnuii pecypc] /

M.IO. I'puecopax // Exonomika: peanii uacy. Haykosuii scypran. — 2012. — Ne 3-4 (4-5). — C. 28-32. — Pearcum docmyny 00
orcypH.: http://economics.opu.ua/files/archive/2012/n4-5.html

32



