Journal of Vasyl Stefanyk Precarpathian National University
http://journals.pnu.edu.ua

Vol. 9, No. 3 (2022), 78-85

UDC 657.1:334.012
doi: 10.15330/jpnu.9.3.78-85

ACCOUNTING OUTSOURCING MARKET IN UKRAINE:
STATE AND DETERMINANTS OF DEVELOPMENT

NADIYA SHKROMYDA , VITALIl SHKROMYDA , TARAS GNATIUK

Abstract. The development of information technologies over the last decade has significantly
influenced approaches to business, forces companies to review management methods, and actively
implement an effective policy of business process optimization. The reduction of transaction costs
and the concentration of company management on their operational activities contributed to the
possibility and development of ways of delegating other business processes to a third party —
outsourcers. In this context, the practice of outsourcing accounting services has become widely
used.

Accounting outsourcing in Ukraine is borrowed from foreign experience and has widely
established itself as a separate independent type of economic activity while developing various
types and forms of outsourcing. It was concluded that the number of participants in the accounting
outsourcing market in Ukraine is stable and gradually increasing. This testifies to the growing trust
in accounting outsourcing among the representatives of the local business environment and the
understanding that the delegation of accounting and reporting functions to external providers has
its feasibility and advantages. Moreover, the studied market is characterized by an increase in
business activity, as the number of personnel employed in outsourcing companies and the volume
of implemented accounting services is gradually increasing. The indicated increase refers both to
the market as a whole and the natural entities-entrepreneurs, which testifies to the positive
dynamics of changes among the representatives of small and medium-sized businesses.

It should be noted that the relatively young Ukrainian market of accounting outsourcing is
developing successfully, has tendencies towards expansion, and is attractive to potential
international investors. The theoretical value of the conducted research is the elaboration of the key
determinants of the functioning of accounting outsourcing, which, we believe, have both short-
term and long-term perspectives, and will contribute to the development of accounting services
under outsourcing conditions.
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1. INTRODUCTION

The rapid development of information technologies and the large-scale digitization of socio-
economic relations in society have significantly influenced and continue changing approaches to
doing business, forcing companies to review management approaches and actively implement
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effective business process optimization policies. In this context, the transaction costs have
undergone a significant revision. Their reduction allows us to focus directly on operational
activities. At the same time, there is an opportunity to delegate other processes to a third party —
outsourcers. It is well-known that the practice of outsourcing was borrowed by Ukrainian
companies from foreign experience. It is widely established in various economic sectors with the
active development of a variety of types and forms of outsourcing.

In a relatively short period of time, accounting outsourcing in Ukraine has gone through all
stages of establishment — from its birth, as a separate independent model of accounting
organization, to its consolidation at the legislative level, as a separate type of economic activity.
The effectiveness of the implementation of accounting outsourcing in domestic accounting and
analytical practice has attracted considerable attention among researchers and practicing
accountants. This made it possible to develop the theoretical and methodological foundations of
the organization and methods of accounting and reporting under outsourcing conditions, as well
as to resolve a number of debatable issues regarding its implementation in practice.

2. THEORETICAL BACKGROUND

The permanently observed volatility of the Ukrainian economy and its negative consequences
have caused the need to resolve several issues regarding the adaptation of accounting outsourcing
to existing changes and the search for opportunities for its further development. In their papers,
many Ukrainian scholars, such as Garasymchuk (2013), Hrabchuk (2017), Ivankov (2012),
Kesarchuk (2014), Lyakhovich (2017), Semanyuk (2015) and others, pay great attention to raising
theoretical questions and solving various problems of accounting outsourcing. A number of
researchers, such as Azarenkov (2011), Pylypenko (2019), Skakun (2011) and others, devote their
works to the problems of introducing accounting outsourcing in the accounting practice of the
Ukrainian companies.

It should be noted that the existing scientific developments and practical recommendations
regarding the development of accounting outsourcing and its implementation in the activities of
the Ukrainian companies need an analytical supplement referring to the study of the market of
accounting services under the conditions of outsourcing in Ukrainian realities, the trends of
existing changes and the identification of the key determinants of its development.

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The aim of the conducted research is an attempt to evaluate the market of accounting services
on the basis of outsourcing in Ukraine, to analyze the dynamics of changes in the specified
segment, and to outline the key determinants of its future development. Solving the specified goal
is possible by evaluating the existing market of accounting services under outsourcing conditions
and identifying trends in its changes.

The conducted research is based on the use of general scientific methods and techniques, such
as the method of generalization and systematization — for processing the materials of scientific
papers and publications on the raised topic, researching the essence and features of accounting
outsourcing; statistical methods — for assessing the state and dynamics of changes in the specified
market of accounting services; as well as the abstract-logical method and the method of descriptive
display — for constructing the illustration material and formulating the author’s statements and
conclusions.
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4. RESULTS AND DISCUSSION

The analysis of scientific publications (Harasymchuk, 2013; Kesarchuk, 2014; Semanyuk, 2015)
has proved that today Ukrainian researchers offer several definitions of accounting outsourcing. It
was found out that the given definitions express common content while using different wordings.
We believe that such a circumstance ensures a more comprehensive expression of the content of
the researched object, i.e. accounting outsourcing. In general, accounting outsourcing should be
understood as the delegation of accounting functions or some of its sections to an external (third-
party) contractor or provider (outsourcer), who undertakes to perform the specified type of work
within a specified period of time for a pre-agreed payment, while guaranteeing the quality of
accounting and sharing the risks regarding its doing.

In Ukraine, the development of accounting services on the basis of outsourcing dates back to
the end of the 1990s and was connected with the fact that auditors encountered the clients” needs
not only in audits but also in external assistance in the organization of accounting as a whole or its
individual sections. The resolution of such issues, which are related to external assistance in the
organization and, subsequently, doing accounting, was supported at the legislative level and fixed
in the Law of Ukraine “On Accounting and Financial Reporting in Ukraine” (1999). Thus,
Paragraph 4 of Article 8 stipulates that one of the forms of organization of accounting in
companies can be “... management of accounting on a contractual basis by a centralized accounting
department or an enterprise, a subject of entrepreneurial activity, a self-employed person
conducting activities in the field of accounting and/or audit activity”. This approach ensured and
contributed to the spread of the practice of outsourcing accounting to third-party outsourcers.

The data generated by the State Statistics Service of Ukraine for the years of 2010-2020 show
(Fig. 1) that during the specified period the number of active business entities registered in the
field of accounting, auditing, and tax consulting (69.2 Code NACE — Nomenclature statistique des
Activités économiques dans la Communauté Européenne) is characterized by a confident trend
towards growth. At the same time, we observe that the specified trend has a wave-like character.
This means that the number of participants in the accounting outsourcing market in Ukraine is
stable and gradually growing.
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Fig. 1. The number of active business entities registered in the field of accounting, auditing and tax consulting for
2010-2020
Source: formed on the basis of (Official website of the State Statistics Service of Ukraine, 2022)
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At the same time, the figure shows that the number of natural entities-entrepreneurs in the
studied market remains almost at the same level, that is within 8-9 thousand units or 70-80 percent
of all active business entities.

One of the characteristic features of the market activity is the number of personnel employed in
companies of a certain type of activity. Thus, in the accounting outsourcing market during the
analyzed period of 2010-2020, we observe a stable increase in the number of employees of business
entities of a set type of business (Tab. 1), which indicates the expansion of the market under study
and the increase of its business activity. In other words, there is a growing trust in accounting
outsourcing among the representatives of the business environment and an understanding that the
delegation of accounting and reporting functions to external providers has its advantages and
expediency. An identical situation can be traced among natural entities-entrepreneurs, which
testifies to the positive dynamics of changes in the circles of the representatives of small and
medium-sized businesses.

Table 1. The staff of accounting services companies based on outsourcing in Ukraine for 2010-2020

Number of including natural Number of including natural
Years employees of entities- employees of entities-
business entities, entrepreneurs, business entities, entrepreneurs,

persons persons persons persons
2010 19866 9554 11199 1300
2011 19102 6942 12834 1166
2012 19425 6705 13644 1335
2013 20791 7484 13919 1458
2014 23767 11842 12909 1631
2015 24046 11790 12934 1365
2016 23914 11540 13520 1713
2017 22486 10665 13249 1995
2018 26087 11602 16424 2584
2019 30026 12593 18832 2782
2020 28943 12543 18511 2558

Source: formed on the basis of (Official website of the State Statistics Service of Ukraine, 2022)

A fairly informative indicator of market research is the number of employees of business
entities which reflects the amount of personnel hired from the outside under the terms of an
employment contract. The table shows that the number of employees in accounting outsourcing
companies is growing, especially in the last years of the studied period.

The comparative analysis of the last two columns of the table shows that the growth rate of
employees in large companies is greater, compared to the growth rate of employees among the
representatives of small and medium-sized businesses. Such trends indicate the existing process of
business globalization in the accounting outsourcing market. The explanation for this is large
international companies’ entering the Ukrainian market of accounting and auditing services, as
well as the expansion of their activities.

A fairly informative indicator of market evaluation is the measurement of its capacity,
structure, and dynamics of changes. For this, we analyzed the volume of services provided by
active business entities registered in the field of accounting, auditing, and tax consulting for the
period of 2010-2020 (Fig. 2).
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Fig. 2. The volume of services provided by active business entities registered in the field of accounting, auditing,
and tax consulting for the period of 2010-2020
Source: formed on the basis of (Official website of the State Statistics Service of Ukraine, 2022)

The figure shows that during the ten years of the analyzed period, the capacity of the
accounting services market under outsourcing conditions increased almost eight times. This
proves that the studied market is dynamically developing, characterized by high growth rates,
and, of course, attractive to investors.

The given structure of the extent of accounting services provided on the basis of outsourcing
reflects a stable increase in the share of the revenue of the natural entities-entrepreneurs in the total
volume of services provided during the analyzed period. The identified trend testifies to success in
competition and increasing the position of small and medium-sized businesses in the market
under study.

During the conducted research, it was found that the existing accounting outsourcing market is
characterized by segmentation, based on:

1. type of economic activity of a company that delegates the accounting functions to an
external provider. Thus, a certain regularity can be observed, where there are sectors of the
economy in which accounting outsourcing is widespread (IT companies, the service sector, etc.)
and vice versa — the traditional model of accounting organization is used (the sphere of
production, processing, etc.);

2. the scale of the company and the number of business operations subject to accounting and
reporting. It can be noted that small and medium-sized companies switch to accounting
outsourcing faster and more often than the representatives of large businesses;

3. the system of taxation chosen by the company and the peculiarities of its relations with
counterparties. It is known that companies on the simplified taxation system more often use
accounting services on the basis of outsourcing;

4. engagement of additional services related to business control and analysis.
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We believe that the revealed regularities, which can be traced in retrospect to the functioning of
the studied service market, should be taken into account when building and implementing a
balanced state policy concerning the development of the accounting outsourcing market.

The conducted research on the market of accounting services on the basis of outsourcing in
Ukraine during the period of 2010-2020 allows us to state that this market is relatively young,
developing successfully, maintaining stable growth rates, increasing the employment of specialists
and, accordingly, improving investment attractiveness to potential investors.

It was established that the key determinants of the development of accounting services under
outsourcing conditions in Ukraine are:

— growing trust in outsourcing companies in the field of accounting, auditing, and taxation.
The prerequisite for this is the prevalence of the practice of accounting outsourcing in the close
business environment and positive feedback from client companies;

— constant development of IT technologies, which contributes to the expansion of opportunities
and the improvement of the conditions of remote work of the accountant on an outsourcing basis.
In practice, this allows to do accounting in real-time and remotely, maintaining the timeliness and
efficiency of accounting data processing;

— reduction of transaction expenses in terms of reducing the costs of maintaining the
accounting service in the company and the absence of turnover risks of highly qualified accounting
and analytical personnel. Saving money is always pursued in the process of managing business
operations and is especially acute in the conditions of the permanent presence of crisis phenomena
in the economy (Gnatiuk et al., 2021);

— delegation of accounting functions to highly qualified outsourcers in the field of accounting,
auditing, and taxation. In accounting services companies, the qualifications of employees are
improved on a permanent basis, they are involved in professional pieces of training, changes in
legislation are processed faster, etc.;

— improvement of contractual relations between the parties of accounting outsourcing and the
process of settling issues related to the quality of services, responsibility for the work performed,
the confidentiality of information, etc.;

— minimization of the risks related to the accounting of tax liabilities, settlements with
personnel, the correctness of reporting, etc.;

— the possibility of borrowing best practices and ways of improving related processes (works)
connected with business organization and management.

From the point of view of the future, we believe that the above determinants will be present
both in the short- and long-term perspective and will contribute to the development of accounting
services under outsourcing conditions. On the part of the state, the main task is to ensure clear and
transparent legal regulations and create favorable conditions for the development of accounting
outsourcing both for the providers of such services and for client companies.

5. CONCLUSION

The conducted research enables drawing the following conclusions.

In a relatively short period of time, accounting outsourcing in Ukraine has gone through all
stages of establishment — from its birth, as a separate independent model of accounting
organization, to its consolidation at the legislative level, as a separate type of economic activity.
Such circumstances contribute to the development of accounting as a separate model of its
organization and management, as well as the development of a separate type of economic activity
for the provision of accounting services.
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The analysis of statistical data shows that the number of participants in the accounting
outsourcing market in Ukraine is stable and gradually growing. This is confirmed by the increase
in the number of active business entities registered in the field of accounting, auditing, and tax
consulting during the period of 2010-2020.

It was found out that on the basis of outsourcing the analyzed market of accounting services is
characterized by an increase in business activity, since the number of personnel employed in
outsourcing companies and the volume of implemented accounting services is gradually
increasing. Such a situation is characteristic of both the market as a whole and the natural entities-
entrepreneurs, which testifies to the positive dynamics of changes among the representatives of
small and medium-sized businesses.

In Ukraine, the market of accounting services on the basis of outsourcing is relatively young,
developing successfully, maintaining stable growth rates, increasing the employment of
specialists, and, accordingly, improving investment attractiveness to potential investors. The key
determinants of the functioning of accounting outsourcing have been determined, which, we
believe, will be present both in the short- and long-term perspective and will contribute to the
development of accounting services under outsourcing conditions.

The perspective of further research is the formation of recommendations for the elaboration
and implementation of a balanced state policy concerning the development of the accounting
outsourcing market.
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HIxpomuaa Hagis, Ilkpomnga Bitaaiit, I'matiok Tapac. PuHOK OyxraaTepchbKoro ayTCOpCHMHIY B YKpaiHi:
cTtaH i gerepmiHaHTH po3BUTKY. Kypraa IIpuxapnamcoxozo ynisepcumemy imeni Bacurs Cmegpanuxa, 9 (3)
(2022), 78-85.

PossuTok iH(pOpMaLifiHIX TEXHOAOTIiN BIIPOAOBX OCTaHHBOIO AECATUPIUYSI 3HAUYHOIO MipOIO BIIAVMHYAN
Ha MiAX0AM A0 BejeHHs OizHecy, 3MYMIYIOTh IleperasjaTy MeTOAM YIIPaBAiHHsA KOMIIaHisIMM Ta aKTHBHO
BIIpOBaJ KyBaTu e(peKTUBHY MTOAITHKY onTuMisarii OizHec-miporiecis. CKOpoueHH:sI TpaHCAaKIIifHIX BUTpaT Ta
30cepe4 KeHHs KepiBHMIITBa KOMIIaHil Ha CBOIN ollepaliiiHii AiSAbHOCTI CIIPUAAM MOXKAMBOCTI i pO3BUTKY
IIASXiB AeAeTyBaHH: iHIMX Oi3Hec-TIpoIleciB TpeTill CTOpPOHI — ayTcopcepaM. Y IIbOMY KOHTEKCTi ITpaKTHKa
OyXraaTepchbKIUX ITOCAYT Ha YMOBax ayTCOPCUHTY HaOyAa IIMPOKOTO 3aCTOCYBaHH:I.

ByxraaTtepchkuit ayTCOpCHMHT B YKpaiHi 3all03MUeHM i3 3apyOi>KHOTO 40CBigy Ta IIMPOKO 3aKpilmBCs SIK
OKpeMMII CaMOCTifiHMII BIJ €KOHOMIYHOI AisAABHOCTi, pO3BMBAIOYM HpHU IIbOMY pisHI Buam i ¢popmu
ayTcopcunry. Busnayeno, mo B YxpaiHi KiAbKiCThb YyYacCHUKIB PUHKY OyXraATepCchbKOTO ayTCOPCUHIY €
CTabiABHOIO Ta MOCTYIOBO 30iabmryeThcst. Lle saciguye mpo 3pocTaHHsA JO0Bipu A0 OyXraaTepchbKoro
ayTCOPCUMHIY cepe/, IpeACTaBHUKIB MiclleBOro OizHec-cepelOBHINIa Ta PO3YyMiHHA TOTO, IO JeAeryBaHH:
yHKLi BeAeHH: 001Ky i 3BiTHOCTI 30BHIIIIHIM ITpOBaiigepaM Ma€ cBOi A0LiAbHICTb i mepeBaru. OkpiM TOrO,
AOCAIAXKYBaHMII PUHOK XapaKTepU3YEThCs MiABUINEHHAM AiA0BOI  aKTMBHOCTI, OCKiABKM KiABKiCTh
IIepcoHaly, 3aAdifHNMX B ayTCOPCUMHIOBMX KOMIIAHIAX, Ta OOCAT peaai3oBaHMX OyXraATepChbKMX IIOCAYT
IOCTyIIOBO 3pocrae. OsHaueHa CUTyallisl CKAaJa€Tbcsl B LIIAOMY Ha PMHKY, Tak i y ismunmx ocib-
MiAIIPUEMIIIB, 1110 3aCBid4ye PO MO3UTUBHY AMHaMIKY 3MiH y IpeACTaBHIKIB MaA0To i cepegHbOTO Oi3Hecy.

Caig Big3HAUMTM, PUHOK OyXraATepChbKMX IIOCAYT Ha yMOBaX ayTCOPCMHIY B YKpaiHi € IIOpPiBHSHO
MOAOAMM, SAKUI YCIIIIHO PO3BUBAETLCHA, XapaKTepU3YEThCs TEHACHISIMU A0 PO3IIMPEHHsA Ta €
iHBecTHIiIHO TpMBabAMBNMM cepe/ IIOTEHIINHUMX MiXHapodHux iHBectopis. TeopeTmyHolo IfiHHICTIO
IIPOBEAEHNX AOCAiAKEHb € BM3HAYEHHsI KAIOYOBUX JeTepMiHaHTIB (PYHKIIOHYBaHHS OyXraaTepChbKOro
ayTCOPCUHIY, 5Ki, BBaXka€MO, OyAyTh IIPUCYTHI AK Y KOPOTKOCTPOKOBI, TaK i 4OBIOCTPOKOBill IepCreKTUBi
Ta CHPMATUMYTDb PO3BUTKY OyXraATepChKIX ITOCAYT Ha YMOBaxX ayTCOPCUHIY.

KaiouoBi caoBa: Oyxraatepchkmit 001iK, ayTCOPCHMHI, PMHOK, JAil0Ba aKTUBHICTh, JAeTepMiHAHTU
PO3BUTKY.



