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Methodological approach to evaluate economic effect
of outsourcing under public management

Abstract. The purpose of this article is to investigate outsourcing under public management. We studied the essence of the
outsourcing and analysed models of its life-cycle. The term «public outsourcing» was introduced as the element of first stage of
outsourcing life-cycle. Economic effect of the outsourcing under public management was measured as the difference between
growth of the Earnings before interest and tax (EBIT) and expenses on contracting of the outsourcer. The latter includes expenses on
government control, represented by public management. The notion of outsourcing is studied, and the notion of public outsourcing
is introduced. The model of public outsourcing life-cycle is developed. Authors defined value of contracting the outsourcer, including
initial expenses and associated expenses on monthly basis. Specific emphasis was given to expenses to oversee of outsourcer’s
activities. Proposed methodology for assessment of the economic effect of outsourcing is unique as it applies expenses for
organising of public control; this particular feature of methodology is represented by the public outsourcing. An application of
such methodology allows to properly answer the question if enterprise under public management should contract an outsourcer.
Results presented in the article are valuable to support decision-making while defining advisability of contracting an outsourcer. For
example, actual expenditures on the outsourcer contracting for the next planned period could equal zero, which signifies successful
cooperation with the outsourcer. We approbated the methodology at the PJSC «Central Mining and Concentration Company», the
main activities of which consist of iron ore mining, processing, and production of iron ore concentrate and ore pellets.
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KaHauaaT EKOHOMIYHUX HayK, AOLEHT, (pakynsTET EKOHOMIKM Ta ynpasniHHA 6i3HeCOM, KpuBOPI3bKMIA HaLiOHaNbHNIA YHIBEPCUTET
ApamoBcbka B. C.

KaHanaaT EKOHOMIYHUX HayK, AOLEHT, (pakynsTET EKOHOMIKM Ta ynpasniHHA 6i3HeCoM, KpMBOPI3bKMIA HaLlioOHaNbHNIA YHIBEPCUTET
InbyeHko B.O.

KaHanaaT eKOHOMIYHUX HayK, AOLEHT, (pakynsTeT EKOHOMIKM Ta ynpasniHHA 6i3HeCOM, KpuBOPI3bKMIA HaLliOHaNbHWI YHiIBEPCUTET
MeToaunyHi niagxoan A0 OLIHKN eKOHOMIYHOro epeKTy Bifj 3any4eHHs ayTCOPCUHIY

3a YMOBM BpaxyBaHHS! My6i4YHOro ynpaBniHHS

AHoTauif. MeTolo CcTaTTi € OOCNIAXEHHSI CYyTHOCTI @yTCOPCUHIY Ha NPeaMET y4acTi opraHiB Aep>kaBHoi Blagn B NPoLeci noro
3ayyeHHs. BusHaveHo CyTHICTb Ny6iYHOro ayTCOPCUHIY Ta NpoaHaizoBaHo Mogeni Noro XXUTTEBOIO LMKIy. 3anponoHoBaHO
BMKOPUCTOBYBATU TEPMIH «My6AiYHWIA ayTCOPCUHM» Ta po3rnagaTyt NyoniYHUA ayTCOPCUHT SIK eNeMeHT NepLUOoro eTany y Mogeni
XKUTTEBOro UMKy. BucyHyTo npono3uuis wofo OUiHIOBaHHA €KOHOMIYHOMO e(eKTy Bif 3aslydeHHS ayTCOPCUHIY 3a yMOBM
BpaxyBaHHsi MybniyHOro ynpasfiHHA SK Pi3HMLIO MiXX npupocTom EBIT Ta BuTpatamu, nos’sa3aHMMM 3 MPOLLECOM 3asly4eHHs
aytcopcepa. OcTaHHi BKntoYatoTb y cebe BTpaTu Ha 3a6e3nedeHHs ypSAOBOro KOHTPOSO, a came - 3a6e3neYeHHst Ny6iYyHoro
ynpaeniHHsA. MeTtoaw, siki 6yno BUKOPUCTaHO B CTaTTi: cucTeMaTunaauis (o151 XapakTepPUCTUKN TEPMIHIB «ayTCOPCUH> i «My6nivYHWIA
ayTCOPCUHI»), y3aralbHEHHS (3 METOI AOCHIfKEHHS MOZENEN XMTTEBOMO LMKy ayTCOPCUHIY Ta BU3HAYEHHS €KOHOMIYHOIo
etbekTy Big Moro 3anyyeHHs). IHdbopmauiiHol 6a30t0 [OCILKEHHS € HayKoBi [OCNIOKEHHS1 (DEHOMEHY ayTCOPCUHIY Ta
po3pobneHi Mogeni Noro XXUTTEBOIO LMKIY. Y CTaTTi PO3MSHYTO MOAENi XXUTTEBOIO LMKy ayTCOPCUHIY, BU3HAYEHO, LLO XoaHa
HasiBHa Mofesb He BpaxoBYe CKNagoBy Ny6nivHOro ynpasniHHA. [JOCNia>KeHO NOHATTA ay TCOPCUHI Ta HaAaHo BU3HAYEHHSA TEPMIHY
«Ny6nivYHUA ayTcopcuHr». OxapakTepu3oBaHO MOLESb XUTTEBOMO LMKIY BKIIOYHO 3 Ny6niYHUM ayTCOPCUHIOM. 3anpomnoHoBaHO
BM3HAYaTV BapTICTb 3any4EHHSI ayTCOPCUHIY i3 ypaxyBaHHSIM NePBUHHUX BUTPAT, @ TaKOX BUTPAT, siKi HAKOMUYYIOTLCSH KOXKHOIO
Mmicausa. OKpeMo BUAINEHO BUTPaTW Ha KOHTPOMb 3a LiSNbHICTIO NignpuemMcTBa-ayTcopcepa. HaBegeHO METOAUKY OLiHKM
€KOHOMIYHOro eheKTy Bif, BUKOPUCTaHHSA ayTCOPCUHIY, SKa, Ha BiAMiHY Bif iHLUMX MOAenen, BpaxoBye BUTPATL HA OpraHisavjto
0EepXXaBHOrO KOHTPOSO, BUPAXXEHOro 4Yepes3 3abesnedveHHs MnybnivyHOro ayTcopcuHry. BrkopucTaHHSA 3a3HayveHoi MeToauKum
HagacTb MOXIMBICTb OXapakTepu3yBaTW AOLMbHICTb 3any4eHHs ayTCOPCUHIY Ha MignpueMCTBI 3a YMOBU [Eep>XaBHOro
KOHTpOS0. Pe3ynstaTi NpoBeaeHoro AOCHIAKEHHS [aloTb MOXJIIMBICTE OOMPYHTOBYBATU NPUNHATTS PIiLLEHHS LLOAO 3alyYeHHs
ayTCOPCUHTY.

Knio4oBi cnoBa: ayTCOpcuHr; nybniyHUin ayTCOPCUHT; MOAENi XUTTEBOro Lukny aytcopcuHry; EBIT; ButpaTt; eKOHOMIYHMWI
eekT; NybniyHe ynpasniHHS.
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KaHanaaT 3KOHOMUYECKMX HayK, OOLEHT, aKynsTeT 3KOHOMUKU 1 ynpaeneHnst 6u3Hecom,

Kp1BOPOXXCKUiA HAaUMOHANbHbIN YHUBEPCUTET

Apnamosckas B. C.

KaHanaaT 3KOHOMUYECKMX HayK, AOLEHT, haKysTeT 3KOHOMUKUN 1 ynpaBneHns 6u3Hecom,

Kp1BOPOXXCKUiA HAaUMOHANbHBIN YHUBEPCUTET

UnbyeHko B. A.

KaHanaaT 3KOHOMUYECKMX HayK, AOLEHT, haKysTeT 3KOHOMUKUN 1 ynpaBneHns 6U3Hecom,

KprBOpPOXCKMIN HAUMOHAbHBIA YHUBEPCUTET

MeTtopaunyeckue noaxoabl K oLeHKe 3KoHomuyeckoro adicekra oT NpUBNEYEHUSA ayTCOPCUHIa

C y4eTOM Ny6/MYHOro ynpaBnieHusi

AHHOTaums. Llenbio cTaTbn SBNAETCS MCCNefoBaHMe CYLLHOCTU ayTCOPCUHIa Ha NpegMeT y4acTus OpraHoB rocyfapCTBEHHOM
BNacTu B npoLecce ero npusnedveHns. Onpenenntsb CyLLHOCTb O6LECTBEHHOro ayTCOPCHHIa U MpoaHan3npoBaTs MOAeNn ero
>KN3HEHHOrO LMKNa; NPe/IoXNTb UCMONb30BaTh TEPMUH «OBLLECTBEHHDBIN ayTCOPCUHI» 1 BKJIOYMUTb €ro B NEPBbIN 3Tan Mogen
>KU3HEHHOrO LMKNA; BbIGBUHYTb NPEANoXXeHne Nno oLeHKe SKOHOMNYECKOro adhdekTa oT NpuBAeYeHns ayTCOPCHHra npu y4eTe
ny6nnYHOro ynpasneHust Kak pasHuly mexay npupoctoM EBIT n pacxogamu, cBA3aHHbIMK C MPOLECCOM €ro NpuBEYEHUS.
lMocnegHrne onpepensioTcs C y4eTOM 3aTpaT Ha NPaBUTENbCTBEHHLIM KOHTPONb. MeToabl, KOTOpble 6blAN UCNONb30BaHbl B
cTarbe: cucTemaTmsaumsa - Ans XapakTepUCTVKM CPoKa ayTCOPCUHra M OBLLECTBEHHBIA ayTCOPCUHI, O606LLEHNS - C Lenbio
NCCNegoBaHNsA MOAENEN XXM3HEHHOIO LKA ayTCOPCUHIa 1 onpegeneHns 9KOHOMUYECKoro addekTa OT ero npuBIeHEHUS.
MNHdopmaumoHHol 6a30i nccnegoBaHnsa SBNSIOTCS Hay4Hble paboThbl B HanpaBneHn ayTCoOpCuHra 1 Mogernein ero >XM3HeHHOro
uvkna. B ctatbe paccMOTpeHbl MOAENUN XXN3HEHHOMO LKA ayTCOPCUHra, onpedeneHo, YTo HU ogHa MOAESb HE yyuTbiBaeT
COCTaBNSAOLLYIO Ny6ANYHOro ynpasneHus. iccnegosaHo NOHATHE «@yTCOPCUHM» 1 AaHO onpeaeneHne TepMuHa «06LLeCTBEHHbIN
ayTcopcuHr». Oxapaktepn3oBaHbl MOAENN XXUSHEHHOIO LKA, NPYHUMas BO BHUMaHWE OOLLECTBEHHbIN ayTCOPCUHI Ha ero
nepsom aTtane. OnpegeneHbl CTOMMOCTb NPUBIEYEHUST ayTCOPCHHIa C Y4ETOM MEPBUYHbIX 3aTpart, a TakXe 3aTpar, KoTopble
HakannmearTcs Kaxgbli Mecsl. OTAenbHO BbigeneHbl pacxodbl HA KOHTPOMb 3a AeSTeNIbHOCTLIO NPEeanpuaTus ayTcopcepa.
MpvBeaeHa MeToamMKa OLIEHKN 3KOHOMUYECKOro ahdeKTa OT NPUBNEYEHNS ayTCOPCUHIa, KOTOopas, B OT/IMYME OT CYLLECTBYOLLNX
METOAMK, y4UTLIBAET PACXOAbl HA OPraHN3aLmio rocygapCTBEHHOrO KOHTPOSS Yepes obecneyeHre O6LLECTBEHHOIO ayTCOPCUHIa.
Mcnonb3oBaHne ykasaHHOW METOAMKM MO3BOMAUT OXapakTepu3oBaTb LenecoobpasHOCTV MPUBAEYEHUS ayTCOPCUMHra Ha
npegnpusaTUN NpY YCNOBUWM rOCYQAapPCTBEHHOrO KOHTpONs. PesynsraTbl NMpOBEOEHHOro WCCNeoBaHUst OaloT BO3MOXHOCTb
060CHOBbIBaTb NMPUHATUS PeLUeHNs O NPUBAEYEHNN ayTCOPCUHIa.

KnioueBble cnoBa: ayTCOPCUWHI; OOLLECTBEHHbIA ayTCOPCUHI; MOAENN >XM3HEHHOro uukna aytcopcuHra; EBIT; pacxogbl;

3KOHOMUYeCKMii ahekT; Nybnnu4Hoe ynpasneHme.

1. Introduction

Modern economy precludes modernization of industrial
production to ensure its adaptability and flexibility. Outsour-
cing emerges as a tool to enhance enterprises’ competitive-
ness. Among scholars across the globe the search for tools to
increase the profits of business and to decrease expenses re-
mains of particular interest; and specific emphasis is placed
on possibility to transfer certain operations or activities to spe-
cialised companies with high level of expertise in respective
area. To attain this goal it is common practice to revert to the
outsourcing, which thus emerges as a tool for optimisation of
the expenses and increase of the profits.

To have a precise evaluation of effect of the outsourcing
it is important to assess impact of the external factors, espe-
cially role by the state control over compliance and legality of
business activities and production operations, transferred to
another party - so called «public outsourcing».

2. Brief Literature Review

The economic essence of the notion of outsourcing
was studied by numerous scholars, including J.-L. Bravard,
I. Ansoff, T. Peters. Ukrainian scholars also made substan-
tial contribution to the study of this issue, especially works
by R. S. Dubinskii, D. Mikhailov, O. I. Mykalo, V. V. Sherban,
S. K. Ramozanova, Yu. G. Lysenko, E. E. Bisyanov. In prac-
tical term many consulting agencies, legal and service com-
panies contributed to the development of the outsourcing
in Ukraine.

The issue of outsourcing by central and regional govern-
ments, theoretical and methodological approaches to outsour-
cing projects were studied by such scholars as R. Aalders,
B. A. Anikin, L. A. Vasilenko, S. O. Kalendjan, M. Robson,
I. L. Ruda, J. Heywood, A. V. Filatova, L. |. Jacobson and others.
It is worth to note that above mentioned studies also approach
the issue of contracting outsourcers as a part of optimisation of
public sector activities.

Yet contemporary scholarly literature is vague to deter-
mine the notion of public outsourcing, as a phenomenon of
direct participation by the state in the transfer ring of the pro-
cesses or activities to the third party, in contracting of the out-
sourcer in order to optimise expenses and increase profits.
Current academic debate also lacks single methodological

approach for introduction of public control mechanism into
the outsourcing process.

3. Purpose of the article is to devise the approach to the
theory of outsourcing life-cycle for the cases of public ma-
nagement of outsourcing, and to address specific value-rela-
ted characteristics of the outsourcing and approaches to the
assessment of its effectiveness. The latter is defined by rela-
tion between increase in profits to the expenses for contrac-
ting of the outsourcer.

4. Results

For better understanding of the issue we would start with
the brief overview of definitions of outsourcing. luriev (2010)
defines outsourcing as a way to upgrade effectiveness due to
concentration of business activities in major operations while
transferring all non-core operations to another parties - com-
panies with specific competencies in those areas [1, p.7-8].
This definition gives perfect insight into phenomenon of out-
sourcing yet do not define its major goal; the latter is crucial to
asses outsourcing effectiveness.

In Nowicki aand Sobiniska (2003) we found an interesting
approach to the issue: outsourcing is depicted as the process
of contraction out of some operations and functions of one
company to another, to the company ably cope with the task
in a better, more efficiently, faster and cheaper [4, p. 120].
While simple and sound, this definition still lacks understan-
ding of main phases of outsourcer’s contracting. Heywood
(2004) points out that outsourcing is the transfer of internal
division or several divisions, as well as all assets associated
with them, to the outside service provider, committed to pro-
vide certain service in due time for negotiated price. This ap-
proach precludes long-term relations between the company
and the contracted outsourcer, and throughout this period of
time company is committed to pay for specific services. It is
worth to note that usually definitions of the outsourcing are
lacking any references to the role of government regulation
of the process.

After we analysed different approaches to the issue of out-
sourcing, we may define outsourcing as the process of trans-
fer of certain business activities to the third party capable of
carrying them with due expertise and to deliver high quali-
ty product. This transfer precludes payment for the services
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to the third party and is carried out to ensure optimisation of
the expenses and increase of the profits. To refer government
control over the process of the outsourcing we are introdu-
cing the notion of «public outsourcing», to denote the comp-
liance of the contracting of the outsources to the established
legal procedures.

Internationally there are several models of the outsour-
cing life-cycles in use, based on the adopted standards of the
outsourcing: I1ISO 37500, The LSE, International Association
of Outsourcings Professionals, International Data Corp., and
National Outsourcing Association.

The most widespread model is ISO 37500. It was first
adopted November 1, 2014. Several countries have joined
ISO 37500 standardization instruments since, such as Bul-
garia, Canada, Finland, France, Germany, India, Malaysia,
Russian Federation, Republic of Korea, and others. Eight
countries are participating in activities of the ISO 37500
Technical committee as observers, the can participate in dis-
cussions, pass their recommendations, but are not the part
of the adoption of the documents. Most substantial support
to the Technical committee was provided by the representa-
tives of Canada, Denmark, Germany, India, the Netherlands,
and Britain.

We also revised existing models of the outsourcing life-
cycles. Contemporary approaches provide different sets of
elements of the outsourcing process, but, as we already
mentioned above, they all are poorly addressing the role by
public management in the outsourcing. There is no clear de-
finition of the public outsourcing in the scholarly literature,
thus we elaborated our own. Public outsourcing is govern-
ment control over compliance and legality of the procedure
of transferring business activities to the outsourcer, govern-
ment monitoring to avoid possible monopolization of goods
and services markets, and inspection of the transferring
agreements to avoid human rights violations.

Both companies planning to contract outsourcers as well
as the state will profit from direct participation of the govern-
ment representatives in the outsourcing process. Companies
will get proofs of the compliance of all transactions they are
going through, while transferring activities and operations to
the outsourcer, which will ensure they will avoid penalties and
legal disputes in future. Government’s officials, in turn, will get
complete and transparent information about activities of the
national business entities, about their expenses and profits,
position at the market, competitiveness, etc.

To enhance the outsourcing life-cycle model we would
start with thorough analysis of the ISO 37500 model. On the
Figure 1 we see the outsourcing life-cycle model based on the
ISO 37500 standard. This standard was elaborated by the in-
dustries, services and standardisation experts, and is aimed
to help those who already decide on the outsourcing option,
and are considering management-led approach in the basic
processes and leading experience.

It is worth noting that the model could be adapted to ad-
dress specific needs of certain industry, international, national
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Fig. 1: The improved outsourcing life-cycle model
for basic Standard ISO 37500,
taking into account the public administration
Source: Improved by the authors, based on ISO 37500
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or regional regulations (including labour law, environment pro-

tection requirements, safety and health protection require-

ments), regardless scale of the outsourcing and specific in-
dustries and sectors of the economy.

This model is based on the following principles:

e every stage of the outsourcing life-cycle is included into this
model, model provides unified terminology and concept of
the outsourcing process, cases of successful application of
the model are provided.

e every stage and activity in the model is accompanied with
detailed instructions, starting from initial proposal to the
completion of the contract with the outsourcer.

* detailed budget of the introduction of the outsourcing
should be elaborated. The budget have to take into con-
sideration all expenses related to the future outsourcing, in-
cluding every aspect of the outsourcer’s participation in the
process. Recurrent expenses for the outsourcing are per-
manent throughout whole period of the contract and should
be adjusted if necessary.

e interaction between company and outsourcer should be
mutually beneficial [2].

ISO 37500 model addresses issues of the outsourcing
flexibility and adaptation to the constantly changing business
environment. It is vital to analyse risks associated with the
outsourcing to ensure beneficial partnership. This model is
depicting ideal outsourcing relations with reference to eve-
ry element of them: from the beginning of cooperation to its
prolongation, with one or several services’ providers, under
service- or result-oriented agreement. Yet this model is lac-
king the understanding of the necessary government part in
the process of contracting the outsourcer by the company.
That is why it is necessary to adapt every stage of the out-
sourcing life-cycle in the model to the situation of govern-
ment control over the process and to the compliance with the
Ukrainian legislation.

To illustrate the abovementioned, we would like to review
in details the fourth stage of the outsourcing life-cycle model -
cost of its introduction.

To calculate the cost of introduction of the outsourcing,
firstly, we need to define its main elements:

1. Expenditures related to the transfer of business pro-
cess to the outsourcer. This value consists of the cost of
search for best services provider in specific area (Csearch)
and spending on the services of economic and legal
consultants (C):

Cout1 = Csearch *+ Cer (1)

where G, are expenditures related to the transfer of busi-
ness process to the outsourcer, UAH.

2. Expenditures related to direct payments to the outsourcer.
These expenditures are calculated on monthly basis:

Coutz = Coer ¥ 12, @

where G, are expenditures related to direct payments to
the outsourcer on monthly basis, UAH, C,,9 are per year
payments to the outsourcer, UAH.

3. Volume of expenditures on control by government bodies
over the outsourcing process. They include compensa-
tions to the government officials, exercising government
control (we might define these expenditures as additio-
nal costs):

Courz =N * Ceop » 3

where C,,s are expenditures on government control, UAH,
n is a number of control activities by government offi-
cials per year, C., are direct expenditures on exercising of
government control activities, UAH.
The total cost of the outsourcing could be calculated
using the equation (4). The calculation is made on the basis
of results after first year of outsourcing:

Cout = f(Coutl; Coutzs Cout3)- @)



Actual expenditures on the contracting of the outsour-
cer for the next year could equal zero. If such a situation
occurs, it will manifest successful cooperation with the out-
sourcer.

Expenditures on introduction of the outsourcing are cal-
culated on per year basis. The model presented underlines
the importance, and at same time support the possibility, to
ground decision on the outsourcing at its estimated econo-
mic effectiveness.

As soon as profit is the major performance indicator,
we should define profitability as a criterion of effectiveness
of the outsourcing. We see the latter as financial result be-
fore taxes, thus, here profit is represented by the Earnings
before interest and tax (EBIT). That allows us to define the
outsourcing effectiveness without income tax and local
taxes [6].

We propose the following equation to calculate economic
effect of the outsourcing:

S AEBIT
E, = -(C earch + Cu +n * Crun 5
out Z (1 + l)[ ( search ! )‘ ( )

i=1

where AEBIT is increase in profits before interests and
taxes, UAH, i is a discount rate expressed in decimals, ¢ is an
evaluation period, years.

Increase in profits before interests and taxes is defined
as the difference between EBIT after contracting of the out-
sourcer and before contracting of the outsourcer. While de-
fining the latter, we include per year expenditures on pay-
ments to the outsourcer. If E,, > 0, contracting of the out-
sourcer is appropriate. If E,, < 0, contracting of the outsour-
cer will not provide any economic effect and thus it is inad-
visable.

We will illustrate presented methodology by the perfor-
mance of the PJSC «Central Mining and Concentration Com-
pany». Company’s main activities consist of iron ore mining,
processing, and production of raw material: iron ore concen-
trate and ore pellets.

During 2015, company received EBIT of UAH 854,166
thousand, while administrative expenditures amounted UAH
80,310 thousand, 29.08% increase over the previous year.
Contracting of third party - a specialised company to run hu-
man resources operations - may help to optimise the admi-
nistrative expenditures.

To define prospective payments to the outsourcer, com-
pany must review every function ran by internal human re-
sources: issuing of orders, processing of applications and let-
ters by employees, keeping of employment record book, pro-
cessing of personal records, production of job descriptions
etc. Having examined proposals at the market by specialised
companies, we defined that average monthly fee for services
on per employee basis is at UAH 300 level.
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After further investigation of services provided by com-
panies, specialised on the outsourcing of some administra-
tive business operations, we learned that average expen-
ditures for initial transfer of human resources functions to
the outsourcer will amount to UAH 2 million. To ensure go-
vernment control over the outsourcing process we propose
to turn to state expertise, which will cost another UAH 380
thousand.

Company’s expenditures on the internal human resources
are UAH 36,320 thousand, while HR is working with 5,210 em-
ployees. In cases of contracting of the outsources, company will
pay to the outsourcer an amount of UAH 18,756 thousand per
year for HR services (5,210 employees * 12 months * UAH 300).
In this cases AEBIT will be UAH 17,564 thousand. So, now we
can use the equation (5) to calculate economic effect of the out-
sourcing:

g =y 17564 (2000 +380); E

out PErems out — UAH 13,027, 000
< (1+0.14)

According to our calculations, it is completely approp-
riate for PdJSC «Central mining and Concentration Compa-
ny» to contract the outsourcer to lower administrative ex-
penditures.

5. Conclusions

As aresult of our research, we came to the conclusion that
the outsourcing should be defined as the process of transfer
of certain business activities and operations from the com-
pany to the outsourcer, specialised service company. At the
same time contracting of the outsourcer should be conduc-
ted with participation by the government officials. We defined
this approach as a public outsourcing, when representatives
of the government bodies supervise every stage of the out-
sourcing life-cycle.

We investigated existing theories of the outsourcing life-
cycles and came to the conclusion that ISO 37500 model
must be further improved by adding of the public outsour-
cing as a part of first stage of the outsourcing life-cycle. It will
protect company from mistakes and possible inappropriate
steps while contracting the outsourcer and transferring acti-
vities and operations to it.

We came out with the methodology for assessment
of the economic effect of the outsourcing. Unlike current
methodologies, the one we elaborated calculate financial
outcomes as a difference between profit before interests
and taxes, and expenditures on services by the outsour-
cer and costs of government control over the contracting of
the outsource and transfer of business activities and ope-
rations. Our methodology provides a measure of effective-
ness of the transfer of business activities and operations to
the third party, as well as feasibility of introduction of the
public management.
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