[image: image1.png]WOOLFORD & CO.

CHARTERED ACCOUNTANTS -
Hillorow House, Hillbrow Road, Esher, Surrey, KT10 GNW, UK m.
Tel +44 (0)1372 471117 Fax +44 (0)1372 461401

Email: advice@woolford.co uk Web site: www woolford co.uk v



ADVANCE \D 7.20

OUTSOURCING:

THE ISSUES TO CONSIDER

November 2001

Careful and planned use of outsourcing – the delegation of specific business functions to a third party – can present opportunities in terms of increased efficiency for companies and individuals wishing to operate from a number of locations internationally.

The outsourcing of the administrative and organisational function often involves delegation to a professional firm, able to provide the initial compliance and maintenance facilities for new enterprises. 

Why Outsource?

Outsourcing enables a business to concentrate on its specific areas of expertise. A company sets certain objectives in terms of what it wishes to achieve and these objectives can often be enhanced or, at minimum, realised more rapidly with the outsourcing of certain tasks.

Expansion into a new market overseas can often be achieved more rapidly and efficiently through the appropriate use of a firm already resident in the particular location, which is able to supply many of the administrative services. Such an approach can leave the incoming business free to fully concentrate on marketing and the development of the commercial activity.

Degrees of Outsourcing

There are varied approaches to outsourcing. One scenario might involve the movement of all responsibility for the administration activity to another specialist. 

Another approach would be for a number of different specific activities, such as payroll payments, to be delegated elsewhere. 

Possible Pitfalls   

Obviously outsourcing denotes the movement of control from one business to another. Very careful research is required to determine the credentials of the chosen outsourcing firm. Personal recommendation may be very useful and any initial project should be treated very sensitively stage by stage to ensure a smooth and trouble free transfer of responsibilities.

Again, when choosing a possible outsourcing partner overseas, all contacts and knowledge within the area should be utilised to help choose the most effective supplier of outsourcing facilities.

If the intention in the future is to expand the business areas outsourced, it would be wise to choose an outsourcing company able to offer additional functions. This will provide capacity to build on an existing relationship rather than the need to develop additional relationships, with their associated initial learning curve and possible extra risks. 

Services to Outsource

· IT    

This function is often the first to be associated with outsourcing. Advice can consist of system planning for a particular business through to purchase recommendations for both hardware and software. Economies of scale may often be realised in terms of the purchasing of equipment. On-going support and advice can be provided in the form of training and the recruitment or provision of staff.

· Accounting and Administrative Support

The use of outsourcing to provide some, or virtually all, accounting and administrative services can often be efficient in terms of avoiding the necessity to invest in complex systems and the recruitment of staff.

Accountancy support can include business planning, budgeting advice and preparation, and the sourcing and obtaining of grants and loans. Depending on circumstances, management accounts can be outsourced as well as advice on financing growth and the acquisition and disposal of businesses.

In terms of administrative support, this entire function can be made the responsibility of a third party. Day to day accounting support as well as company secretarial services are commonly outsourced responsibilities. Payroll is another area that can be economically and effectively handled externally. 

· Credit Control and Debt Collection

These two aspects of a business are vital to maintain a healthy cashflow, but can be very time-consuming. Yet again it can be worthwhile to consider specialists to carry out these activities. 

· Taxation

At one time or another most companies and individuals need detailed taxation advice. This information can extend across VAT and corporate taxation issues to personal taxation matters including investments and planning for the future.  

· Legal

Services in this area are key to the efficient function of any business, wherever it is operating. Use of lawyers with international experience can often minimise risks in certain key areas. The types of legal services frequently outsourced include contracts, legal aspects of overseas trading, advice to expatriates and employment and immigration law.

· Recruitment

Particularly when operating in a foreign country it can prove very difficult to access a supply of 
suitably qualified personnel to fill appropriate job vacancies. A practical option can be to brief a professional company based in that particular location to research staff opportunities.  

· Purchase of a Residence/Selection of a School

An additional service offered to individuals/company employees is help in finding accommodation and proposals regarding appropriate schools. Such a service can considerably reduce anxiety levels when individuals are moving to a different country and can avoid significant human resources costs.

Further Information

If you are interested in the concept of outsourcing of the services being described in this note, please contact us and we will explain how we can assist you to obtain all these services in the UK.

This note is intended for general guidance only. There may be additional considerations that need to be taken into account in certain cases. If you require further information, we will be happy to provide more detailed advice based on your particular circumstances.

If you require more information please contact us.








