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BOOKKEEPING, VAT & PAYROLL: 
TO OUTSOURCE OR NOT?



Introduction
The Compliance Conundrum 

challenges for small businesses
Small businesses can be overwhelmed by the responsibilities that come with bookkeeping, VAT returns and payroll. Tax 

requirements need to be considered and the fines for failing to meet them are usually hefty.

Another common issue for businesses is scale. With revenue growth often comes an increase in transactions and staff – and 

with the latter they can end up being based in several locations.

If you’re a small business owner you may relate to this feeling:

Doing this work can be frustrating for many small business owners because it can take lots of time to complete and has so 

many moving parts. There are also many ways to make errors, and the VAT and other tax requirements can be a minefield. 

Confidentiality is vital – data needs to be kept safe and secure. It’s a fact that preparing payroll is one of the more complex 

aspects of small business accounting.

However, technology advances mean that software packages have come a long way in the last few years. Small business 

accounting software can come with all three functions built in it. Often there is no need to outsource payroll because the 

software does most of it for you. 

Small businesses can choose from a range of options available, so it’s important to explore the best tools and research the 

latest technology.

No matter who handles the bookkeeping, VAT returns and payroll for your business, it’s never going to be a walk in the park. 

They’re all complicated and expensive if they are done badly and so they need to be well managed. 

So how do you decide whether it’s best to outsource or go the in-house route?



Small Business:
Bookkeeping,
VAT & Payroll

1. Money & Time Savings - think long term vs short term. Do you have an aptitude for this work yourself or 

people in your organisation already who have the skills to process this work? Outsourcing will need a little 

preparation time from you but will free you up greatly to make more profit from what you’re good at.

2. Quality of Information - will the resulting output from processing your transactions provide you with the 

information you need in the right format to give you the financial control and insight you need to grow your 

business? Can you get this quality factor in-house or would outsourcing via an expert be better?

3. Logistics - consider payroll - how many staff and locations do you have? How complex are the payment 

requirements of your business? How frequent are the transactions?

4. Flexibility - if you go the in-house route could it scale to grow with your business when it expands?

5. Accessibility - if you outsource can you get instant access to your numbers or will there be a barrier 

between you and your information? The latest cloud based systems make sense here.

6. Integration - do you want to integrate other operational business software with your accounting suite or do 

you want it separate? Often this can streamline many aspects of your business.

7. Reliability - you need to be accurate to avoid government fines and penalties so can you adhere to this 

standard in-house.

Seven points to consider:

It often comes down to what’s most efficient and cost-effective for the size of the business. 
Only you can decide, but it pays to do your homework and assess your business needs before 

making a decision.



Outsourcing

When small business owners are deciding whether to outsource to someone else, the pros and cons 

need to be weighed up.

Outsourcing can incur costs that are far more than a small business can afford – especially in the early 

stages, but you need to compare these costs to the benefit of having more time available to spend on 

what you’re good at i.e. your business activity - not bookkeeping etc.

Remember, unless your provider uses the latest cloud-based systems you won’t have direct or instant 

access to your numbers if it has been outsourced. This makes it harder to check it when you want to, 

or add anything that’s missing. So make sure their systems are in the cloud so you can login and check 

your numbers anywhere in the world (where there’s internet service).

There are many benefits to outsourcing, but they come from investing in the services of a high quality 

provider, not simply choosing the cheapest option available. For example, when you outsource to a 

specialist or an accounting firm, they can also provide the added value of assessing your performance 

to spot any worrying trends whilst also taking care of the tax obligations along the way, i.e. it’s not just 

a processing service.

If the provider is good they will also be able to provide a myriad of reports, such as KPI tracking i.e. 

tracking your key business numbers closely, to help you understand your results easily and therefore 

put you in a position to make better decisions and make more profit.



The last few years have seen a real shift in software 

technology. Lots of processes that were once manual 

have now been streamlined. This makes the in-house 

route a much more appealing and cost-effective option 

in the right circumstances.

If you yourself or you have people with the right 

skills, and software that can handle the work, you can 

potentially save thousands. 

The latest software applications are much more 

automated, for example, many can take bank 

transaction feeds direct from your internet banking 

service overnight and download these into your 

bookkeeping system saving hours entering 

transactions manually. 

If you are comfortable with IT using the latest software 

can be done on the go on your smart phone or Ipad 

to enable you to say, create sales quotes which can be 

converted into invoices and statements at the touch 

of a button avoiding the need to return to your office 

thereby saving you hours.

Good software also offers employee portals where 

staff can enter expense claims and time sheets and 

apply for leave and view payslips online. Often this 

turns a three hour job into a three minute task.

cost savings with going the 
in-house route

The decision to outsource this work or do it in-house 

is often easy to make when you can make an informed 

choice with all the facts.

It’s clear there’s lots to weigh up when you’re 

considering whether to outsource or not. 

As any successful business owner will tell you, good 

financial information is the foundation to controlling a 

business. Without it you’ll be flailing around in the dark.

So, after listing out the pros and cons of each route 

you’ll be in a position to assess which route is your 

best option for acquiring the information your business 

needs as some need more than others and this will 

change depending on the stage of your business’s 

lifecycle.

If you would like a free initial consultation to discuss 

your options or to review the latest cloud accounting 

software please feel free to get in touch with us.

For a free check on whether you’re investing sufficient 

funds in your financial management function email us 

on info@marlow-proactive.co.uk

making an informed decision 
is key
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