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ABSTRACT 
 

The present study seeks to examine the role of accounting as an organizational department in outsourcing decision-making. This role has 
been analyzed in the firms operating in textile industry. The research models is composed of independent variables including intensity of 
competition, firm size, firm performance, cost-leadership strategy and differentiation strategy; while the dependent variable is the degree 
of the accounting department involvement in outsourcing decision-making. This is an applied correlation study and the required data are 
collected from the questionnaires distributed. The statistical population of this study includes those firms working in the textile industry of 
Yazd province and the sample is composed of 175 companies selected by stratified sampling. Pearson and Spearman correlation 
coefficients were used to analyze the data. The findings reveal that there is a positive significant relationship between intensity of 
competition and size with the degree of accounting department involvement in outsourcing decision-making. However, there is no 
significant relationship between performance, cost-leadership strategy and differentiation strategy with the degree of accounting 
department involvement in outsourcing decision-making.  
This study opens up new suggestions about the higher efficiency of the firm. Additionally, this is a valuable research because it provides 
useful information on outsourcing for the researchers and managers.  
KEYWORDS: Outsourcing, Intensity of Competition, Size, Strategy, Firm Performance, Degree of Accounting Department Involvement 

in Outsourcing Decision-making.  
 

1. INTRODUCTION 
 
The rapid changes in the business environments caused managers feel they need to accept those methods and approaches ensuring the 

successful operations of the firm in the current and future periods [6]. Outsourcing is one of these processes that are actually a potential path 
toward reducing prices and increasing flexibility and allows firms to convert fixed costs into variable ones and enhance saving the costs [10]. 
However, outsourcing dates back to the 18th century in England [23]. Globalization is the factor caused firms pay more attention to the 
outsourcing in the private and public sectors [2 and 29]. For example, in Edinburg area of Scotland, more than 70 percent of the firms 
outsourced at least one of their operations for the purpose of improving the quality and decreasing the costs [4]. Moreover, outsourcing has 
been applied in big companies such as Alcatel Italia, Houghton Mifflin, Octel Communications, Mead, Plastics MFG, Sybase, Microsoft, 
Talegen Holding, and Tektronix and Zeneca Group [30]. British Petroleum, as a big oil company utilized outsourcing to mitigate the costs 
and improve the product quality. Application of this process could decline the training expenses of the company as to 40 percent. The 
operating costs of the companies also decreased 15 million dollars and the outsourcing process has been very successful [5]. The findings 
about the research conducted in health care departments of USA demonstrated that information systems of that country are outsourced in 
order to improve quality, save the costs, the intensity of the competition and availability of the proper suppliers [31].  

Successfulness of the Textile industry is also pertinent to cost reduction. Accordingly, those firms operating in this industry outsourced 
their secondary operations; even in 1980 in Germany, the internal production traditional methods were omitted from the clothing industry and 
outsourcing and flexible manufacturing systems were more widely agreed upon. This holds true for the clothing industry in Italy because of 
the globalization [47]. However, the role of management accountants might not be overlooked in this process. Generally, management 
accountants as the controllers play a key role in those contracts negotiated by the organization. Additionally, these accountants could 
potentially contribute to the relationship between the buyer and supplier in outsourcing decisions [46]. According to the points mentioned 
above, the main goal of this research is to find the role played by the accounting department in outsourcing decision-making.  
 
Outsourcing 

Outsourcing is one of the most considerable topics in the economic and management [35] and has become one of major strategies of 
companies [15]. It leads companies focus on profitable operations and finally everything will be as its best [6]. There are numerous 
definitions provided for the outsourcing. One of these definitions includes the transfer of some internal activities and devoting the decision 
making right to the external suppliers [26]. In another study, outsourcing is the preparation of all parts or only some parts of the 
productions and services from the outside resources [30]. 

1017 



Nayebzadeh et al., 2013 
  

Today, the potential for outsourcing has moved on from those activities that are normally regarded as of peripheral concern to the 
organization such as cleaning, catering and security, to include critical areas of activity such as design, manufacture, marketing, 
distribution and information systems [34]. In doing so, outsourcing has been extensively popularized in operations such as accounting, 
marketing, manufacturing operations, management of information systems, human resource management and supply chain management 
[29 and 49].  

Outsourcing has many advantages including cost reduction [4, 11, 26, 36, 43 and 52], quality improvement [4,11, 26, 36 and 43], 
flexibility enhancement [4,7,11,17,43and 52], service development [4 and 43],  gaining the abilities which enable the organization to be 
great [25], focus on core competitive advantage and overall increase organizational effectiveness [37]. Actually, outsourcing makes the 
organizations more flexible and dynamic so that they have the opportunity to confront the variations and challenges [27]. The appropriate 
execution of outsourcing in a competitive environment might cause the profitability of the companies [18]. Regardless of the numerous 
benefits provided by the outsourcing, this process is not free of risk [12]. Considering risks is very essential and includes the following 
schemes: 

1. There might be no service providers more dominant than the current organization [5]. 
2. Lack of control and monitoring the outsourcing might be occurred [23 and 39].  
3. Dependency to service providers might happen [5]. 
4. Implicit costs might be created [26 and 52]. 
5. Business knowledge might be lost [26]. 

 
There are some evidences confirming the failure of the organizations in terms of outsourcing strategies. For instance, a study conducted 

by PA consulting group in 1996 showed that only five percent of the firms achieved the most desirable level of outsourcing. In another survey 
conducted in 1997, the conclusions proved that outsourcing decisions are rarely made with sufficient attention to the leadership perspectives 
and there are many firms looking for reducing short-term costs [34]. However, many managers believe that the only way to retain in the 
competitive environment in this century is outsourcing [6]. This is because the firms can focus on their main operations and maximize their 
internal resources return. Simultaneously they have the ability to utilize the capacities of the other suppliers [4].  
 
Outsourcing and Management Accounting 

Management accounting department is considered as one of the main parts of the organizations playing a key role in outsourcing 
process. It seems that there are five essential factors in the involvement of the accounting department as described below: 

1. Clear description of accounting department role and verification of this statement by the manager 
2. When the managers do not sufficiently pay attention to the plans of the accountants, then they prefer to less involve. It 

can be concluded that managers should value their accountants to motive them involve more. 
3. Improving the role of the accountants. 
4. Improving the methods and individual capacities in accounting 
5. Confidence in the abilities of the management accountants 

 
The management accountants play an essential role in outsourcing: primary decisions about outsourcing, selection of a company or 

an individual to hold responsibility, and calculation of the profit and loss derived from outsourcing [46].  
Accordingly, the accounting has an essential influence on outsourcing (from the first stage of the evaluation process). This made it 

impossible to ignore the effect of accounting in the outsourcing process.  
There are various factors influencing on the involvement of the accounting department in outsourcing decision-making. The present 

paper aims to find the effect of some factors on the involvement of the accounting department in outsourcing decision-making. These 
factors include intensity of competition, firm size, firm performance, cost-leadership strategy and differentiation strategy. 
 
Intensity of competition 

Today, manufacturing firms confront different degrees of competition. Many firms emphasize on the design of the productions 
according to the opinions of the customers and finally increasing their satisfaction. In this situation, maintaining the former customers and 
attaining the new ones is necessary for the maintenance and expansion of the market share and profitability. When the market competition 
intensifies, the firms should cover the customer’s needs and pursue their satisfaction [8].  

Economic growth of the foreign countries is one of the determinants of the competitive enforcement because the imported goods are 
cheaper and it reveals that the internal produced goods should move in a declining direction [41]. Actually, intensifying the competitive 
situation is an environmental factor which results in the improvement of cooperation incentives among corporations. In this situation, the 
firms’ performance is highly influenced by the competitors, the predictive ability is considerably reduced and the uncertainty is increased. 
Therefore, the firms are more required to cooperate in order to gain more information and lessen the uncertainty and risk. Moreover, the 
intensified competition causes the corporations to often accept the cooperation approach because it contributes firms to learn the new 
knowledge on one hand, and enhance their performance on the other hand [51].  

When the competition is intensified in the market, the consumers have many different choices and can make different decisions 
based on these different selections. In this situation, the firms confront a high risk of losing customers. A systematic process is required to 
gather information about the customer’s specifications and analyze them. Then the prices should be declined for the purpose of increasing 
the diversity of the productions and maintaining the current customers [48]. There is a higher need to analyze the costs and the market 
evaluation will be intensified. Managers confront many challenges and the application of the efficient and effective strategies become very 
essential [9].  
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The prior studies show that the firms require an accounting system to access timely, correct and related information about the price, 
productivity, and quality, service to customers, their satisfaction and profitability. It is also declared that in the current competitive 
environment, the demand for the correct information about the costs, performance related to the firm, productions, services and 
customers’ satisfaction has been developed. Correct and timely information should be available to the managers to make them better 
manage the operations. The positive relationship between the need for the proper accounting system and competition intensity has been 
examined. The more intensified competition, the more need for appropriate accounting system [16].  

Additionally, there is a strong positive relationship between competition intensity and reliability of the accounting system. Their 
findings reveal that intensified competition leads to a considerable increase in the application of management accounting information for 
the purpose of improving the performance. They also confirmed that the profitability of a group of Australian companies in 1993 to 1995 
was enhanced as a result of more application of the management accounting systems [44].  

H1: There is a significant relationship between the intensified competition and degree of accounting department involvement in 
outsourcing decision-making. 
 
Size 

Size is another variable used in accounting and there are many methods to measure the size. Sales, assets and investment level and 
even the number of employees are examples of the measures utilized in evaluating size [14]. Ramamurthy et al (2008) used the number of 
the employees as the determinant of the firm size; while Aggarwal and Jorion (2010) determined assets amount as to measure the size. 
Moreover, sales volume has been mentioned by Lamminmaki (2008) as an indicator of size.  

The firms with different sizes can involve in outsourcing. However, the bigger firms use outsourcing more frequently [22]. 
Additionally, managing a big firm is a complex and difficult task. Consequently, it seems that accounting systems of the firms are 
fundamental and it is expected that there is a positive relationship between size and the involvement of the accounting department in 
outsourcing [28].  

H2: There is a significant relationship between the size and degree of accounting department involvement in outsourcing decision-
making. 
 
Performance 

Traditionally, performance measure asserts the cost reduction from one aspect and efficiency and productivity improvement on the 
other perspective. However, the further studies described that producing new productions, quality, flexibility and timely productions 
influence on the performance [50]. Outsourcing is a management technique considerably regarded by the managers. This result is because 
of the performance improvement of this process [6]. The performance is divided into some measures by the researchers. One of these 
measures divided the firm’s performance into three measures of profitability, productivity and effectiveness of the cost. The results 
indicated that outsourcing has not improved the profitability and productivity, but the costs could be applied effectively [20]. In another 
study, performance was divided into measures such as profitability, productivity, cost effectiveness, quality and continuous improvement. 
It was found that outsourcing caused the development of all four measures [6]. In addition to the schemes of outsourcing mentioned, the 
findings of a study documented that those firms with a better relationship with the contractors, achieved success to a high extent and their 
performance has also improved [32]. 

Even in a study conducted in Japan in 1994 to 2002, the relationship between outsourcing and market value of the companies has 
been measured and the findings indicated that outsourcing of the main operations, offshore outsourcing and short-term outsourcing have 
positive influence on the market value of the firms outsourced. In turn, outsourcing of the subsidiary operations, domestic and long-term 
outsourcing don’t improve the market value of the outsourced companies [21].  

Generally, it can be concluded that proper decisions in outsourcing might develop the performance. An appropriate decision in this 
field can lead the participation of different organizational departments including accounting department.  

H3: There is a significant relationship between firm’s performance and degree of accounting department involvement in outsourcing 
decision-making. 
 
Strategy 

Strategy is a comprehensive plan for the operations of the firms [38]. Porter (1980) classifies generic strategy into three groups of 
differentiation strategy, cost-leadership strategy and focus strategy [3].  

The focus strategy concentrates on those products and services that are provided more efficiently and effectively by the company 
than the competitors. In this strategy, there is a high emphasize on the demands and requirements of the customers [13]. Porter also 
believes that the two other strategies are the two different approaches to achieve the competitive advantage; the cost-leadership strategy 
seeks to obtain higher revenue than the average revenue of the competitors through keeping the prices low. To achieve this aim, the firms 
consider approaches such as controlling costs, increasing the production capacity, controlling material supply or production distribution 
and minimizing the other costs including research and development and advertisement expenses. The differentiation strategy aims at a 
unique product which becomes different in terms of quality, innovation and services to the customers and these differences lie in the 
product, delivery production systems or other factors [40].  

Generally, different strategies have diverse effects on the whole decisions and internal operations and external outcomes. The 
utilization level of the outsourcing process and the type of the decisions are among these effects. Accordingly, examining the effect of 
selective strategy on the participation level of internal tasks department such as the financial accounting department is a considerable 
topic. 
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H4: There is a significant relationship between cost-leadership strategy and degree of accounting department involvement in 
outsourcing decision-making. 

H5: There is a significant relationship between differentiation strategy and degree of accounting department involvement in 
outsourcing decision-making. 
 

METHODOLOGY 
 

The present study is an applied research because the expected results might be used in enhancing the company’s visions and the 
textile managers are surveyed in terms of the degree of accounting department involvement in outsourcing decision-making. The present 
study is a non-experimental correlation study and is classified as a cross-section study. This is because the involvement level of an 
accounting department in outsourcing decision-making has been examined in a span of time. 
 
Data collection   

The required data about intensity of the competition is obtained from Jaworski & Kohli (1993) and Kohli & Jaworski (1990) studies 
and the questionnaire has been designed in accordance with their studies. Strategy variable is captured from the studies of Slater & Narver 
(1993) and Matsuno & Mentzer (2000) and the related questionnaire was designed consequently. The involvement of the accounting 
department in outsourcing decision-making is derived from Lamminmaki (2008) and the required data were collected from the 
questionnaire. Size is also measured through the number of employees which is classified in terms of less than 10 people, 10-49, 50-100 
and more than 100 people, respectively. The required data is collected from a self-constituted questionnaire for performance variable. 
 
Validity and Reliability 

The validity of the questionnaire has been confirmed by some experts of the universities and also the commentators of the industry to 
bring some questions to the respondents without any uncertainty or vagueness. It should come to what it is expected for. The reliability is 
also computed by Cronbach’s alpha which is equal to 0.821 that is more than 0.7 (the least reliability coefficient) and it demonstrates the 
reliability of the questionnaire. Table1 contains the Cronbach’s alpha coefficients calculated in the study. 
 

Table1. Cronbach’s Alpha for any Variable 
Variable  Cronbach’s α  

Intensity of Competition  0/725 
Performance  0/823 

Strategy  0/712 
The degree of Accounting Department involvement in Outsourcing decision-making  0/947  

 
Statistical Population and Sampling 

The statistical population includes 320 firms operating in the textile industry of Yazd province and the sample is composed of 175 
firms selected according to Krejecie & Morgan. The required information is collected from the financial managers of the firms in Textile 
industry of Yazd province. The characteristics of the statistical Sample are provided in table 2.  
 

Table2. The Characteristics of the Statistical Sample 
%  Frequency    

86/9 152 Male Gender 
13/1 23 Female  
17/7 31  Single Marital Status 
82/3  144 Married  
13/7 24 Less than 25 years old Age 
45/7 80 25-35  
20 35 36-45  
16 28 46-55  
4/6 8 More than 55 years old  
18/9 33 Less than 5 years Working Background 
34/3 60 5-10 years  
18/2 32 10-15 years  
13/2  23 15-20 years  
15/4 27 More than 20 years  
12/6 22 Diploma Education Degree 
38/9 68 Junior college Diploma  
44 77 Bachelor  
4/5  8  Master  

 
Data Analysis 

We have used SPSS software to analyze the data and the descriptive statistics were used to describe the population and sample. The 
inferential statistics are also applied in analyzing the data pertinent to research hypotheses. The Pearson correlation coefficient was used to 
determine the relationship between the competition intensity, performance, strategy with the participation level of accounting department 
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in making outsourcing decision-making. Additionally, the Spearman correlation test was used to determine the relationship between size 
and the accounting department involvement in outsourcing decision-making.  
 

RESULTS 
 

As shown in table 3, the findings reveal that with the significance level of 0.99, there is a significant relationship between the 
intensity of competition and the degree of accounting department involvement in outsourcing decision-making. This is because of the 
significance level which is 0.000 and less than 0.01. Therefore, the first hypothesis is confirmed. The correlation coefficient is 0.278 and 
is direct (positive). 
 

Table 3.Pearson product moment correlations between Competition intensity and Degree of accounting department involvement in 
outsourcing decision-making 

  Competition 
intensity 

Degree of accounting department 
involvement in outsourcing decision-making 

Competition intensity Pearson Correlation 1 .278** 
Sig. (2-tailed)  .000 
N 175 175 

Degree of accounting 
department involvement in 
outsourcing decision-
making 

Pearson Correlation .278** 1 
Sig. (2-tailed) .000  
 
N 

175 175 

**. Correlation is significant at the 0.01 level (2-tailed). 
 

The findings related to the data analysis show that the second hypothesis is significant in 0.99 and there is a significant relationship 
between size and degree of accounting department involvement in outsourcing decision-making. The significance level is 0.001 which is 
less than 0.01. Hence, the second hypothesis is confirmed. The correlation coefficient of this relationship is 0.25 which is in a direct 
(positive) and non-strong level (table4).  
 

Table4.Spearman product moment correlations between Size and Degree of accounting department involvement outsourcing decision-
making 

   Size Degree of accounting department involvement in 
outsourcing decision-making 

Spearman's rho Size Correlation Coefficient 1.000 .25** 
Sig. (2-tailed) . .001 
N 161 161 

Degree of 
accounting 
department 
involvement in 
outsourcing 
decision-
making 

Correlation Coefficient .25** 1.000 
Sig. (2-tailed) .001 . 
 
 
N 

161 175 

**. Correlation is significant at the 0.01 level (2-tailed).  
 

The related analyses with the significance level of 0.99 and the error level of less than 0.01 reveal that there is no significant 
association between performance and degree of accounting department involvement in outsourcing decision-making. The significance 
level is 0.99 which is more than 0.01. Then the third hypothesis is rejected (table5).  
 

Table5. Pearson product moment correlations between performance and Degree of accounting department involvement in outsourcing 
decision-making 

  performance Degree of accounting department involvement in 
outsourcing decision-making 

performance Pearson Correlation 1 .000 
Sig. (2-tailed)  .999 
N 175 175 

Degree of accounting 
department involvement in 
outsourcing  
decision-making 

Pearson Correlation .000 1 
Sig. (2-tailed) .999  
N 175 175 

 
The related analyses with the significance level of 0.99 and the error level of less than 0.01 reveal that there is no significant 

association between cost-leadership strategy and degree of accounting department involvement in outsourcing decision-making. The 
significance level is 0.187 which is more than 0.01. Then the fourth hypothesis is rejected (table6).  
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Table6. Pearson product moment correlations between cost leadership strategy and Degree of accounting department involvement in 
outsourcing decision-making 

  cost leadership 
strategy 

Degree of accounting department involvement in 
outsourcing decision-making 

Cost  leadership  strategy Pearson Correlation 1 .100 
Sig. (2-tailed)  .187 
N 175 175 

Degree of accounting 
department  involvement in 
outsourcing decision- 
making 

Pearson Correlation .100 1 
Sig. (2-tailed) .187  
 
N 
 

175 175 

 
According to the findings with the significance level of 0.99 and the error level of less than 0.01, differentiation strategy and degree 

of accounting department involvement in outsourcing decision-making are not significantly associated. The significance level is 0.183 that 
is higher than 0.01. The fifth hypothesis is then rejected (table 7). 

Table7.Pearson product moment correlations between differentiation strategy and Degree of accounting department involvement in 
outsourcing decision-making 

  differentiation 
strategy 

Degree of accounting department involvement 
in outsourcing decision-making 

differentiation 
strategy 

Pearson Correlation 1 .101 
Sig. (2-tailed)  .183 
N 175 175 

Degree of accounting 
department  involvement in 
outsourcing decision-
making 

Pearson Correlation .101 1 
Sig. (2-tailed) .183  
 
N 

175 175 

 
DISCUSSION 

 
Testing the mentioned hypotheses demonstrates that there is a positive relationship between intensity of competition and degree of 

the accounting department involvement in outsourcing decision-making. It means that the more intensified competition will lead managers 
to use their services of accounting department more in outsourcing decision-making. The relationship between these two variables is not 
strong in the statistical population and sample. It means that regardless of the intensive competition environment in which the accountants 
make more outsourcing decisions, their involvement in outsourcing does not increase as much as the competition does. There is a slight 
positive significant relationship between size and degree of the accounting department involvement in outsourcing decision-making. It 
means that in larger firms, the accounting department interferes more on the outsourcing decision-making. However this involvement is 
not strong. These variables of firm’s performance, cost-leadership strategy and differentiation strategy are not significantly related to the 
degree of accounting department involvement in outsourcing decision-making. It documents that improvement or non improvement of 
performance; cost leadership strategy and differentiation strategy have no influence on the accounting department involvement in 
outsourcing decision-making.  
 
Conclusion 

 
The present study aims to measure the degree of accounting department involvement in outsourcing decision-making of the firms of 

textile industry in Yazd province. Intensity of competition, firm size, firm performance, cost-leadership strategy and differentiation strategy 
are the independent variables and the degree of accounting department involvement in outsourcing decision-making is used as the dependent 
variable. The statistical population of this study is composed of the firms operating on textile industry in Yazd province. 175 firms have been 
selected as the sample among 320 firms performing in this industry. The stratified sampling is the method used to select the sample. We have 
used the questionnaires to collect the required data and its reliability and have also been confirmed by Cronbach’s alpha.  

Pearson and Spearman correlation coefficients are the methods utilized to analyze the data. The significant relationship between 
firms’ performance, cost-leadership strategy and differentiation strategy with the degree of accounting department involvement in 
outsourcing decision-making has not been confirmed but the significant relationship between intensity of competition and with the degree 
of accounting department involvement in outsourcing decision-making  has been confirmed; the managers are then suggested to get more 
help from the professional accountants while there is a much intensified competition surrounding the operations. Their theories might be 
also used for making decisions to successfully work in the complex competitive environment of industries like textile.  

The findings indicate that there is a significant relationship between the firm size and the degree of accounting department 
involvement in outsourcing decision-making. In doing so, the managers of small or big firms are suggested to have more confidence in 
their professional accountants. This is because the bigger firm has more operations on hand and the managers should monitor the activities 
with a higher degree. The time to cost-benefit analysis for an enterprise working in a competitive environment is so valuable. There might 
be some improper decisions made because of the inappropriate analysis. In these situations, the professional accountants can contribute to 
the managers and overcome their uncertainties and risk. Finally, this study aims to help textile managers discover the abilities of the 
accounting department.  
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