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Abstract: The purpose of this paper is to explore the practice of outsourcing in Human
Resource Management (HRM) in countries of Europe-EU and Serbia. An analytical
exploration of available literature in the area of outsourcing was made, as well as a
statistical analysis of the CRANET research data to determine the actual level of
outsourcing in HRM in companies around the world, and to make comparison between
Serbian compensation outsourcing practice and countries of 20 EU countries. Results of
the analysis pointed out that outsourcing of payroll and benefits is used lesser than
outsourcing in the field of pensions. Serbian companies use outsourcing at a new low level.
There are statistically significant positive correlations between outsourcing of payroll,
pension and benefits among each other, and with the number of employees in HR
department. A multiple regression model was used to explore the predictors of HR
outsourcing. The differences between EU countries in the area of compensation
outsourcing have been discussed.
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1 Introduction

In today’s turbulent economic and political environment modern organizations are
searching for possibilities to ensure competiveness, as well as, sustainable and
long term development. The last economic crisis, followed by political, cultural,
social and moral crisis, made new conditions for organizations, and many of them
could not survive. This is even more important in the context of international
business and all the issues arising from it [13, 21]. Since there is a higher link to
foreign consumers, competitors and suppliers [22] there is also a higher
sensitiveness of organizations regarding changes on international market. The
improvement of the quality of business processes is the fact that enables higher
competitiveness [25]. In order to survive and develop business, management and
organization gain special importance especially when we talk about intellectual
capital, where human capital is one of the most important [35, 51].
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Human resource management includes different possibilities and activities for
successful human capital management in organizations. There are numerous
researches made in the recent years related to the themes which are important for
the HRM development, such as strategic human resource management [14, 26, 50,
51], human resource information system [31, 39, 45, 46], human resource
outsourcing [1, 7, 10, 20, 23, 24, 44, 47], compensation [9, 20, 42, 43], CSR and
HRM [6], etc. Human resource outsourcing gains special importance in this
research.

The usage of the external providers, or outsourcing, is one of the ways that can be
helpful in achieving business success in the field of HRM. Namely, HRM
represents a set of general and specific activities, aimed to assure, maintain and
manage people in one organization and it is recognized as the factors that
contribute to the competitiveness of organizations [2, 5, 6, 8]. Interest in this kind
of practice was presented in researches from EU countries [1, 10, 23], Australia
[47], Hong Kong [16], Taiwan [41], Canada [48], USA [29], etc.

The main goal of this paper is to present the practice of HR outsourcing (HRO) in
the area of compensation in countries of Europe, with special regard to EU
countries in the comparison with the Republic of Serbia. Authors made statistical
analysis of the data collected in the research period from 2008 until 2010, under
international CRANET project. Special attention was dedicated to the area of
external providers and outsourcing practices in area of compensation inside the
HRM. Information was captured for countries of EU region and Serbia, and a
comparison has been made. It was interesting to see the practice of HRO in these
two regions, especially in the light of Serbian process of approaching and future
accession to the European Union. Statistical analysis was performed using the
SPSS program. Statistical techniques, including the descriptive statistics,
Spearman rho correlation and a multiple regression model have been used.

The paper consists of three parts. In the first part, the authors presented basic
assumptions on outsourcing, its advantages and disadvantages, research from the
past related to the HR outsourcing. The second part of the paper is dedicated to the
presentation of the methodology and data used for the analysis. The authors
presented CRANET project and main dependent and independent variables for
regression model. The third and final part of the paper includes the summary of all
results of the theoretical and empirical analysis, as well as the discussion of the
main differences between EU countries and Serbia in area of compensation
outsourcing. The empirical data used in the present research, pointed to the actual
practice of HRO in the area of compensation and to the organizational predictors
of the usage of HRO. This paper adds new value to the concept of HRO since this
area of HRM is insufficiently explored.
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2 Theoretical Background

Outsourcing is considered an old business method [3]. It peaked in the 1970s,
when, as stated by Kakabadse and Kakabadse (2000), large and diverse
corporations were considered to be underperforming. More pronunciation of
outsourcing came in the early 1980s with the onset of global recession.
Outsourcing became an important business approach and accordingly, a
competitive advantage may be gained if products or services are produced more
effectively and efficiently by outside suppliers [32, 52]. It also gains flexibility
and core stability by focusing on the core elements of the firm, and other factors
of improvement of the firm. Some of these elements included cost reduction,
managing a high number of employees, etc. This action can be applied to both
requirements for components and business services (which include HR) [3].

HR outsourcing is defined as placing responsibility for various elements of the HR
function with a third-party provider [49]. In one way, HR outsourcing is seen as
an instrument of creating time for HR to become a strategic partner, and in another
way, as a cost cutting instrument, gradually reducing HR staff [19]. Outsourcing
allows firms to focus on their core competences by relocating limited resources to
strengthen their core product or service [30] and to strategically use outside
vendors to perform service activities that traditionally have been internal functions
[15, 38].

The typical reasons for outsourcing include seeking specialist services and
expertise, cost reduction, and enabling HR specialists to focus on strategic role.
Outsourcing of the HR activities to another company will not only reduce the
costs of the company, but will also increase the possibilities for investment in the
core elements of the business. HRO decisions are frequently a response to an
overwhelming demand for reduced costs for HR services. The costs that were
intended for the elements that were considered noncore are lessened. They include
very important ones, such as regular salary, to those essential to the HR, such as
training and other needs for employees. In the research of Susomrith and Brown
(2013) three common reasons for outsourcing of HR functions were underlined: to
acquire specialized HR capabilities, to improve quality and efficiency, and to free
resources to concentrate on the strategic role of HR. Besides, some reasons for
HRO are improving productivity, flexibility, speed and innovation in developing
business applications, access to new technologies and skills, transform
organization, increase service value, etc. [17, 40]. The benefits and arguments for
and against HRO authors Cooke, Shen and McBride have discussed in their
theoretical research in 2005 (Table 1).
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Table 1
Perceived Benefits and Potential Adverse Consequences of Outsourcing

Perceived Benefits Potential Consequences
Concentration on in-house expertise Discontinuity of skill supply
Specialist supplier’s economies of scale Loss of in-house knowledge and capacity
Numerical flexibility Reduction in quality
Shift burden of risk Higher total cost
Competitive tendering process Loss of employee morale
Organizational learning from specialist Loss of long-term competitiveness
provider

Source: Cooke, Shen and McBride (2005)

Although Cooke, Shen and McBride (2005) found that 97% of organizations use
external providers for at least one HR function, outsourcing is still considered
“handle with caution”. For example, in Germany many firms have never explicitly
considered outsourcing of HR functions. HR outsourcing includes broad range of
internal HR functions and the respective, externally procured personnel services
such as temporary agency work, payroll accounting, interim management,
outplacement services, HR consulting, placement services [1]. In contrast, in
Hong Kong, although respondents were generally favorable towards outsourcing,
in practice its adoption and diffusion were in a nascent stage [16]. In the article on
the development in human resource outsourcing (HRO) in recent years,
particularly in the light of the economic recession prevailing since 2007, authors
established that companies are increasingly outsourcing a routine HR processes,
but in some cases also the critical HR processes are in view to cut costs. But, the
same authors stress that while such a strategy could be viable in the short term, its
long-term strategic effectiveness is questionable [7].

One more interesting theoretical issue is to determine, mostly outsourced, HR
activities. Braun, Pull, Alewell, Stérmer, and Thommes (2011) reported the
existence of common outsourcing practice: among 1021 firms interviewed, 61.7%
buy training services from an external service provider; 54.3% use external legal
advice; 49.8% buy services in temporary agency work; 33.6% ask for consulting
services and 31.8% use the assistance of external service providers in
headhunting. A smaller share of firms procure payroll accounting, placement
services, recruitment support, outplacement and interim management externally,
or even outsource the complete HR function and purchase all personnel functions
externally. Presenting research results from Belgium, Cooke, Shen and McBride
(2005) emphasized training and development, staffing, payroll and benefits
administration as functions for outsourcing, while Delmotte and Sels (2008)
emphasized that 71.8% of organization outsource payroll. Hungarian
organizations outsource several HR activities, and around 58% of them use
outsourcing for payroll [33]. In Australia recruitment and selection, training,
occupational health and safety, payroll and employee benefits have been found as
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the top five outsourced HR functions [47]. Since there are continuing pressures to
improve administrative efficiency in human resource management (HRM), both
the professional and academic literature propose “payroll” as an ideal candidate
for outsourcing in order to drive costs down. While key payroll activities were
more costly when outsourced, there were efficiency gains in supplementary
activities and lesser investment in IT software and maintenance [20]. According to
a Greek author, the human resource services that are outsourced can fall into one
of the following four categories: recruitment and selection, training and
development, pay and benefits, and merger-outplacement-downsizing [34].
Besides, one more interesting research was conducted in Greece examining the
effects of company internationalization on the practice of HRM outsourcing:
foreign multinationals (MNCs) will use this practice more than native companies
[23]. When speaking about MNCs, it is important to mention the research of Poor
et al. (2015) on the development of HRM in subsidiaries of MNCs in CEE region.
They found that the HRO was mostly used for training/development and
recruitment, in periods, 2008/2009 and 2012/2013. The findings of the 2000
CRANET research showed that HRM outsourcing is used to a lesser extent in
Greece than other Western economies and that MNCs outsource more HRM
services than Greek companies. Authors Stangl Sugnjar, Slavié¢ and Berber (2013)
explored which HR activities are outsourced the most. Those were training and
development, HRIS and recruitment. Also, the mentioned authors explored
differences between those companies that have HR department and those that do
not have regarding the usage of HRO. It has been found that companies in the
CEE region without HR department, in the case of several HR activities use
external providers more than those companies, which have established a separate
HRM department. Authors found statistically significant differences (p<0.05) in t-
test. According to theory and past research results, compensation is one of the
most often outsourced HR function. According to Belcourt (2006) HR functions
which can be outsourced in the area of compensation are: payroll, benefits,
compensation administration, and pension.

Since compensation is one of the most outsourced HR activities, the authors
explored empirical data on HRO in this area.

3 Methodology and Sample

The main goals of this paper were to explain the concept of outsourcing in HRM,
as well as the practice of HR outsourcing in countries of Europe, with special
regard to the EU in comparison with the Republic of Serbia. Authors made
statistical analysis of the data collected for the research period, 2008 through
2010, under the International CRANET project. This international organization
under the management of the Cranfield School of Management organizes
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comparative researches on the policies and practices of human resource
management, by using a standard questionnaire. The survey is undertaken
approximately every four years which is important for achieving specific kinds of
results, in particular country-comparative longitudinal analyses [11, 12]. The
purposes of the survey are to provide high quality data for academics, for public
and private sector organizations, as well as for students of the field, to inform
research and to create new knowledge about human resource management across
the world. Despite the limitations of the survey methods, and the methodological
constrains, the Cranet network’s surveys are providing large-scale empirical data
since 1990. Doing so, contributing meaningfully both to the description and
understanding of the developments of HRM practices in a continuously growing
number of countries and to the theoretical developments in comparative HRM
[28]. The questionnaire is divided into six sections:

» Section I: HRM activity in the organization

« Section IlI: Staffing practices

» Section I1I: Employee development

» Section IV: Compensation and benefits

» Section V: Employee relations and communication
» Section VI: Organizational details

The questionnaire contained closed questions and respondents were requested to
make their choice from sets of alternative, pre-formulated answers largely
covering the specific areas of HRM to be studied. The research data was
processed by using SPSS and MS EXCEL programs. Special attention was
dedicated to the area of external providers and outsourcing practices in wide area
of HRM. Information was captured for countries of European Union and Serbia,
and a comparative analysis between EU countries (n=3795 companies) and Serbia
(n=50 companies) has been made in area of HRO. It will be interesting to see the
practice of HRM in these two regions, especially in the light of Serbian process of
approaching and future accession to the European Union.

Main research goals proposed in this paper were:

* To identify the level of the usage of external providers for elements of
compensation — payroll, pension and benefits in the EU and Serbia.

» To compare and analyze differences between usage of external providers for
compensation elements in the EU and Serbia.

» To explore relations between outsourcing of payroll, pension and benefits,
and number of employees in the organization, as well as the existence of HR
department.

» To explore the predictors of HR outsourcing of payroll, pension and benefits.
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The focus of the comparison and analysis is to find the similarities and differences
of HRM practices in 20 countries of EU compared to the Serbian findings.
Comparison between Serbia and EU was made through descriptive statistic
technique. Descriptive statistics was used to explore the level of usage of HRO in
several HRM activities related to the compensation system (pensions, payroll and
benefits) and to identify those practices that are outsourced the most. In the
CRANET research the outsourcing practice was measured by a five-level scale
from O=not outsourced, to 4=outsourced completely. In addition, we used
Spearman rho correlation to identify links between HRO for compensation and
number of employees in organizations. This test was used since it is the most
common non-parametric measure used when data are not normally distributed, as
in this case. Spearman's is a non-parametric equivalent of Pearson's correlation
that can show whether and how strongly pairs of variables are related. The
authors’ idea was to explore whether there are correlations between variables
related to the outsourcing practice in the area of compensation (interval variables).
Besides, a multiple regression model has been used to explore the predictors of
HR outsourcing. As predictors we used: number of employees in the organization,
number of employees in the HR sector (the log of these variables), sector of
business (private or public), industry (service or production), HRO for pension,
payroll and benefits, the existence of HR strategy (written, unwritten and no
strategy), and the usage of HRIS for payroll (yes or no).

In Table 2 and 3 the sample of organizations from the EU countries and Serbia
have been presented, which were involved in the CRANET research in the period
from 2008 to 2010, and also the industry and sector distribution of the sample.

Table 2
The number of companies from EU and Serbia involved in the research
State Frequency Percent Cumulative Percent
Austria 203 5.3 5.3
Belgium 240 6.2 115
Bulgaria 267 6.9 18.5
Cyprus 90 2.3 20.8
Czech Republic 54 1.4 22.2
Denmark 362 9.4 31.6
Estonia 74 19 33.6
Finland 136 3.5 37.1
France 157 4.1 41.2
Germany 420 10.9 52.1
Greece 214 5.6 57.7
Hungary 139 3.6 61.3
Ireland 103 2.7 64.0
Italy 157 4.1 68.0
Lithuania 119 31 711
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Netherlands 116 3.0 74.1
Slovakia 225 5.9 80.0
Slovenia 219 5.7 85.7
Sweden 282 7.3 93.0

United Kingdom 218 5.7 98.7
Serbia 50 13 100.0
Total 3845 100.0

From Table 2 we can see the number of organizations that are included in the

Source: Authors’ analysis

research.
Table 3
The industry in which companies from EU and Serbia operate
Industry Frequency %

Agriculture, hunting, forestry, fishing 82 21
Energy and water 138 3.6
Chemical_products: extraction and processing of non- 120 31
energy minerals
!\::ttrﬂ rrrg?]r;uef:gitrl:;Lr:?r; grnechamical, electrical and 509 13.2
Other manufacturing 482 125
Building and civil engineering 162 4.2
Retail and distribution; hotels; catering; repairs 334 8.7
Transport and communication 225 5.9
Banking; finance; insurance; business services 393 10.2
Personal, domestic, recreational services 31 .8
Health services 184 4.8
Other services 134 35
Education 145 3.8
Social services 63 1.6
Public administration 311 8.1
Other 386 10.0
Total 3699 96.2
Missing 146 3.8

Total 3845 100.0

From Table 3 we can see the industry in which organizations from sample operate.
The most presented industry is metal manufacturing, mechanical, electrical and
instrument engineering (13%), other manufacturing (12.5%), banking, finance,
insurance, and business services (10%) and retail, distribution, hotels and catering

(8.7%).

Source: Authors’ analysis
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4 Results of the Research

From Figure 1 we can see that outsourcing in the field of pension is used widely in
EU countries, while in Serbia this external service is almost not used (M=0.15,
SD=0.700). In Serbia compensation outsourcing is used mostly in the area of
payroll (M=0.4, SD=1.127), while EU has even higher level usage of it (M=0.88,
SD=1.429). Results from a nationwide survey identified payroll and employee
benefits as two of the top five outsourced HR functions in Australia (Susomrith
and Brown, 2013) which are similar with those explored in EU and Serbia.
Generally, from the descriptive analysis technique we can conclude that all
companies in each sample group use outsourcing for these compensation elements
relatively modest (M min=0.08, M max=1.39 (out of 4.00)).
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in payroll in pensions in benefits
Figure 1

Comparative presentation of the usage of external providers for certain elements of compensation
(statistical means) in EU and Serbia

It is important to mention one research from 2012 for the Central and Eastern
Europe countries, where it was found that in Serbia external service providers
were mostly used in training and development activities (70%). They were also
often involved in recruitment (50%) and selection (55%), performance evaluation
(50%) and at least in the area of compensation and benefits (45%). The practice of
companies in this respect either have not changed a lot, or companies reported a
decrease in use of these external partners [36], which is also in the line with given
results. Serbian companies use outsourcing in a very small percentage, especially
on pension (only 5%) and on benefits (7.3%). The largest usage of outsourcing is
related to the payroll (14.3% of companies).

If we analyze the EU averages, we can see that there is a large gap between the
EU and Serbia concerning their outsourcing practice. What may be the reason for
it?
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One answer may be that Serbia was the last country that entered the privatization
process among other former Socialistic countries, with very high rate of
unemployment and inflation, and relatively low level of economic growth.
Besides, the social-political regime’s changes after year 2000 influenced changes
in the area of business, too, but there are still a lot of problems. A typical problem
occurs in relation to the organization and management of the state-owned and
public companies that are privatized (in very questionable manner, since the
majority of those companies are unsuccessful today and they are existing on the
edge of the bankruptcy) or are still state-owned and are going through
restructuring process. Because of the underdeveloped market and general low
level of professionalization in the area of human resource management in Serbia,
HRO is used less than in the countries of EU. It has to be underlined that FDIs
have many positive effects on Serbian economy (joint ventures, Greenfield, etc.).
Foreign investors beside technology of production usually introduce totally new
business concept especially in area of organization and management knowledge,
and of course, in human resource management, too. One of these concepts is
definitively HRO, which is used broadly in developed market economies.

In EU the average usage of payroll outsourcing is 32.1%; for benefits it is 29.8%;
while for pension it is 48.7%. But there are also several differences among EU
countries. For example, Belgium firms use outsourcing more than companies in
any other EU country, so it will be very interesting to analyze these trends. In
Figure 2 the graphical presentation of the usage of outsourcing of payroll, benefits
and pension are given. It is obvious that the smallest divergence is in the area of
benefit outsourcing, while the largest is in the area of pension administration.
Many countries such as Belgium, Denmark, Finland, Austria, Finland, France,
Germany, Italy, Sweden, Ireland, Netherland and UK use pension outsourcing
between 40 and 80 percentage of companies. Then again, countries like Bulgaria,
Czech Republic, Cyprus, Estonia, Greece and Lithuania use pension outsourcing
only between 5 and 17 percentage of companies. This is a large diversity among
EU countries. It has to be underlined that highly developed countries where are
the headquarters of MNCs are, use outsourcing more than countries that are in the
early stages of economic development (like Bulgaria, Czech Republic, Estonia,
Slovenia, Slovakia, often called Central Eastern European countries). In the area
of payroll and benefits there is smaller diversity in the usage of external providers.

Spearman’s correlation was used to identify if there are any statistically significant
relations between the level of outsourcing in the area of compensation and number
of employees in company and number of employees in HR sector in those
companies. According to the results of the correlation test for the EU sample -
presented in table 4 - it is obvious that there is a strong positive correlation
between payroll outsourcing and pension (rs=0.443, p=0.000), payroll and
benefits (rs=0.408, p=0.000) and benefits and pension (rs=0.425, p=0.000).
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Table 4
Level of usage if external providers for HRM in EU (n=3795) and correlations

Total nl—r(:]tte)l::r Use of egts:rr?;(l el;(JtS;r?;I
number of employed by exte_rnal provider providers
employees HR providers in in

in payroll - .
department pension benefits
Total
number of (1.000)
employees
Total
number
employed 795" (1.000)
by HR
department
Use of
external -
providers in -056 010 (1.000)
payroll
Use of
external o
providers in .016 .032 443 (1.000)
pensions
Use of
external . o -
providers in .027 .068 408 425 (1.000)
benefits

**_Correlation is significant at the 0.01 level (2-tailed).
Source: Authors’ analysis

The results of the non-parametric correlations (Spearman’s rho) suggested that the
relationship between outsourced elements of compensation, such as payroll,
pension and benefits are statistically significant and positive - meaning that an
increase in the usage of outsourcing of payroll indicates increase of outsourcing of
pension and benefits. In the case of correlations analysis between the number of
employees in the company and the existence HR department and the elements of
compensation (payroll, benefits, pension) weak statistically significant negative
correlations have been found between payroll and number of employees in
companies (rs=-0.56, p=0.001) and weak positive correlation between number of
employees in HR department (rs=0.068, p=0.00).

According to results of correlation test for Serbian sample — presented in Table 5 -
it is obvious that a strong positive correlation exists between payroll outsourcing
and pension (rs=0.334, p=0.035), payroll and benefits (rs=0.794, p=0.000) and
benefits and pension (rs=0.500, p=0.001). The results of the non-parametric
correlations (Spearman’s rho) suggests that the relationship between outsourced
elements of compensation such is payroll, pension and benefits are statistically
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significant, positive and its means that an increase in the usage of outsourcing of
payroll indicates an increase of outsourcing of pension and benefits. In the case of
correlation analysis between the number of employees in the company and HR
department and payroll, benefits and pension there were no statistically significant
correlations found.

Table 5
Level of use if external providers for HRM in Serbia (n=50) and correlations

Total
number of
employees

Total
number
employed
by HR
department

Use of

external
providers
in payroll

Use of
external
provider

in
pension

Use of
external
providers
in
benefits

Total
number of

(1.000)

employees
Total
number
employed 212
by HR
department
Use of
external
providers in
payroll

Use of

external .
providers in -038 021 334

pensions

Use of

external o x
providers in .074 212 794 .500

benefits

*. Correlation is significant at the 0.05 level (2-tailed).
**_Correlation is significant at the 0.01 level (2-tailed).

(1.000)

-.020 383 (1.000)

(1.000)

(1.000)

Source: Authors’ analysis

To explore the influence of the number of employees, sector of business, industry,
the existence of HR strategy and the usage of HRIS on HR outsourcing for
payroll, benefits and pension, a multiple regression model was used.

In the analysis, a special attention was paid to the problems of multicollinearity,
which is frequently present in the analyses due to their high inter-correlations.

SPSS achieved no multicollinearity (tolerance<.10 and VIF>10.0) in this model.
In addition, there were no autocorrelation detected (Durbin-Watson coefficient
was <2.00).
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Table 6
Regression model for HR outsourcing in total sample

Payroll Pension Benefits
B t Sig. B t Sig. B t Sig.

Const. 1,721 7,911 ,000 ,660 2,594 ,010 ,061 ,360 719
;NZE -,066 -1,855 ,064 ,008 ,204 ,839 ,000 -,007 ,995
LN

SIZE ,037 ,987 ,324 ,010 231 817 047 1,630 ,103
HRM

Sector -0.320 -4.304 0.000 0.198 2.303 0.021 | -0.105 -1.817 0.069

Industry | -0.100 -1.738 0.082 | -0.014 -0.205 0.838 | -0.024 -0.544 0.586
HRO

0.248 13.061 0.000 0.329 13.061 0.000 0.208 12.252 0.000

pensions
HRO 0349 | 12252 | 0000 | 0478 | 14804 | 0000 | 0215 | 14.804 | 0.000
benefits
HR
Ay | 0089 | 2328 | 0020 | -0088 | -1995 | 0046 | 0051 | 1728 | 0084
HRIS
for 0844 | 8418 | 0000 | 0030 | -0258 | 0797 | 0064 | 0808 | 0419
pay
F Sig Df F Sig Df F Sig Df
ANOVA
90.672 0.000 8 84.242 0.000 8 83.295 0.000 8
R R? Adj R? R R? Adj R? R R? Adj R?
Model

0.524 0.275 0.272 0.51 0.260 0.257 0.508 0.258 0.255

Source: Authors’ analysis

A multiple regression was run to predict HR outsourcing for payroll from number
of employees in organization (log), number of employees in HR sector of
organization (log), sector, industry, existence of HR strategy, the usage of HRIS
for compensation, and the usage of HR outsourcing for other two elements of total
compensation (pension and benefits). These variables statistically significantly
predicted HR outsourcing for payroll, F(8, 1916) = 90.672, p < 0.005, R2 = 0.275.
Variables: sector, HRO for pension, HRO for benefits, the existence of HR
strategy and the usage of HRIS added statistically significantly to the prediction, p
< 0.05.

In the case of HR outsourcing for pension the same variables statistically
significantly predicted the usage of outsourcing, F(8, 1916) = 84.242, p < 0.005,
R2 = 0.260. Variables: sector, HRO for payroll, HRO for benefits, the existence of
HR strategy added statistically significantly to the prediction, p < 0.05.

A multiple regression was also run to predict HR outsourcing for benefits from
number of employees in organization (log), number of employees in HR sector of
organization (log), sector, industry, existence of HR strategy, the usage of HRIS
for compensation, and the usage of HR outsourcing for other two elements of total
compensation (pension and payroll). These variables statistically significantly
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predicted HR outsourcing for payroll, F(8, 1916) = 83.295, p < 0.005, R2 = 0.258.
Variables: HRO for pension and HRO for payroll only added statistically
significantly to the prediction, p < 0.05.

Conclusions

In this paper the authors investigated, explained and provided examples and some
current standards of human resource outsourcing (HRO), one of the key trends in
the modern business. Implementing HRO practice, businesses may focus more on
the core elements, by selling out the non-core elements, in order to reduce the cost
and invest in the expertise of the core elements. Although outsourcing is described
as beneficiary for organizations since it provides greater flexibility, which results
in higher HR expertise, and better strategy with the elements essential to the
business, from the analysis of samples from EU and Serbia, we can conclude that
companies still do not use this possibility to a large extent which is in the line with
other researches that have been done in the area of outsourcing and external
providers in human resource management. The CRANET project provided a great
sample of organizations suitable for this research.

Beside the fact that companies use HRO for payroll, pension and benefits at low
level, it is important to emphasize that outsourcing is mostly used for payroll and
pension as an administrative HR task, while benefits, which are today mostly
interesting area in compensation in HRM, are outsourced in smaller percentage of
companies in EU and Serbia. This is because benefits such flexible benefits,
paternity leave, workplace child care, carrier break schemes, education break,
cafeteria approach, etc. have great importance for employees and their motivation
and satisfaction, so this can be a reason why many companies still do not use
outsourcing for this special element of contemporary compensation package.
Serbian companies use outsourcing at a very low level. This is influenced by slow
and low level of economic development, in recent years and by insufficient
knowledge and development in the area of HRM.

The results of the correlations suggested that the relationship between outsourced
elements of compensation such is payroll; pension and benefits are statistically
significant and positive, but weak or moderate (between 0 and 0.5; and 0.5 and
0.8). In the case of correlations analysis between the number of employees in the
company and in HR department and payroll, benefits and pension there were no
statistically significant correlations, so we did not confirmed these relations.

A multiple regression was run to predict HR outsourcing for payroll from number
of employees in organization, number of employees in HR sector of organization,
sector, industry, existence of HR strategy, the usage of HRIS for compensation,
and the usage of HR outsourcing for other two elements of total compensation
(pension and benefits). The variables of sector, HRO for pension, HRO for
benefits, the existence of HR strategy and the usage of HRIS are statistically
significant factors in the prediction of HR outsourcing for payroll. In case of HR
outsourcing for pension the same variables statistically predicted the usage of
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outsourcing, while HR outsourcing for benefits is predicted by HRO for pension
and HRO for payroll.

Based on the theoretical background and presented empirical research, Human
Resource Outsourcing may have significant benefits, but contemporary
organizations interested in its implementation, should carefully analyze all data
related to HRO, including all possible advantages and disadvantages. Since there
are strong demands for cost cutting and downsizing, external providers are
sometimes a very helpful solution. In contrast, the possible loss of loyalty, moral
of employees and loss of knowledge-base can be quite a problem for future
business development, which is predicted to be increasingly based on information,
IT and knowledge.

References

[1]  Alewell, D., Hauff, S., Thommes, K., & Weiland, K. (2009) Triggers of HR
Outsourcing Decisions—an Empirical Analysis of German Firms. The
International Journal of Human Resource Management, 20(7), 1599-1617

[2] Alfalla-Luque, R., Garcia, J. A M., & Medina-Lépez, C. (2012) Is Worker
Commitment Necessary for Achieving Competitive Advantage and
Customer Satisfaction when Companies Use HRM and TQM Practices?.
Universia Business Review, (36), 64-89

[3] Baosi¢, M., Berber, N., Radicev, S., & Pasula, M. (2011) Human Resource
Business Process Outsourcing: Trends and Challenges. In: Proceedings of
the XV International Scientific Conference on Industrial Systems (1S'11),
14-16 September, Novi Sad: Faculty of Technical Sciences, 433-436

[4] Belcourt, M. (2006) Outsourcing—The Benefits and the Risks. Human
Resource Management Review, 16(2), 269-279

[5] Berber, N., Pasula, M., Radosevic, M., Ikonov, D., & Kocic Vugdelija, V.
(2012) Internal Audit of Compensations and Benefits: Tasks and Risks in
Production Systems. Inzinerine Ekonomika-Engineering Economics, 23(4),
414-424

[6] Berber, N., Stangl Su$njar, G., Slavié, A., & Baogi¢, M. (2014)
Relationship between Corporate Social Responsibility and Human
Resource Management-as New Management Concepts—in Central and
Eastern Europe. Inzinerine Ekonomika-Engineering Economics, 25(3),
360-369

[7] Beregszaszi, J., & Polay, D. H. (2012) Human Resource Outsourcing in
Times of Economic Turbulence-a Contemporary Review of Practice.
International Journal of Human Resource Studies, 2(1), 46-65

[8] Bjorkman, 1., & Smale, A. (2010) Global talent management: Challenges
and Solutions. Universia Business Review, (27), 30-43

-221-



N. Berber et al. HR Outsourcing in European Compensation Management in the Light of CRANET Research

(9]

[10]

[11]

[12]

[13]

[14]

[15]

[16]

[17]

(18]

[19]

[20]

[21]

Bonache, J., & Fernandez, Z. (1997) Expatriate Compensation and Its Link
to the Subsidiary Strategic Role: a Theoretical Analysis. International
Journal of Human Resource Management, 8(4), 457-475

Braun, 1., Pull, K., Alewell, D., Stérmer, S., & Thommes, K. (2011) HR
Outsourcing and Service Quality: Theoretical Framework and Empirical
Evidence. Personnel Review, 40(3), 364-382

Brewster, C., Sparrow, P., & Vernon, G. (2007) International Human
Resource Management. London: Chartered Institute of Personnel and
Development

Brewster, C., Mayrhofer, W., & Reichel, A. (2011) Riding the Tiger?
Going along with Cranet for Two Decades—A Relational Perspective.
Human Resource Management Review, 21(1), 5-15

Briscoe, D. R., Schuler, R. S., & Claus, L. (2009) International Human
Resource Management — Policies and Practice for Multinational
Enterprises. London and New York: Routledge

Buller, P. F., & McEvoy, G. M. (2012) Strategy, Human Resource
Management and Performance: Sharpening Line of Sight. Human Resource
Management Review, 22(1), 43-56

Bustinza, O. F., Arias-Aranda, D., & Gutierrez-Gutierrez, L. (2010)
Outsourcing, Competitive Capabilities and Performance: an Empirical
Study in Service Firms. International Journal of Production Economics,
126(2), 276-288

Chiang, F. F., Chow, I. H. S., & Birtch, T. A. (2010) Examining Human
Resource Management Outsourcing in Hong Kong. The International
Journal of Human Resource Management, 21(15), 2762-2777

Cicek, I., & Ozer, B. (2011) The Effect of Outsourcing Human Resource on
Organizational Performance: the Role of Organizational Culture.
International Journal of Business and Management Studies, 3(2), 1131-
1144

Cooke, F. L., Shen, J., & McBride, A. (2005) Outsourcing HR as a
Competitive Strategy? A Literature Review and an Assessment of
Implications. Human Resource Management, 44(4), 413-432

Delmotte, J., & Sels, L. (2008) HR Outsourcing: Threat or Opportunity?
Personnel Review, 37(5), 543-563

Dickmann, M., & Tyson, S. (2005) Outsourcing Payroll: Beyond
Transaction-Cost Economics. Personnel Review, 34(4), 451-467

Dowling, P. J., Festing, M., & Engle, A. D. (2008) International Human
Resource Management — Managing People in a Multinational Context.
London: Cengage Learning

-222-



Acta Polytechnica Hungarica Vol. 13, No. 3, 2016

[22]

[23]

[24]

[25]

[26]

[27]

[28]

[29]

(30]

[31]

(32]

[33]

[34]

Dubravskd, M., Mura, L., Kotulic, R., & Novotny, J. (2015)
Internationalization of Entrepreneurship-Motivating Factors: Case Study of
the Slovak Republic, Acta Polytechnica Hungarica, 12(5), 121-133

Galanaki, E., & Papalexandris, N. (2007) Internationalization as a
Determining Factor of HRM Outsourcing. The International Journal of
Human Resource Management, 18(8), 1557-1567

Gilley, K. M., Greer, C. R., & Rasheed, A. A. (2004) Human Resource
Outsourcing and Organizational Performance in Manufacturing Firms.
Journal of Business Research, 57(3), 232-240

Hajdu, Z., Andrejkovi¢, M., & Mura, L. (2014) Utilizing Experiments
Designed Results during Error Identification and Improvement of Business
Processes, Acta Polytechnica Hungarica, 11(2), 149-166

Huselid, M. A., & Becker, B. E. (2011) Bridging Micro and Macro
Domains: Workforce Differentiation and Strategic Human Resource
Management. Journal of Management, 37(2), 421-428

Kakabadse, N., & Kakabadse, A. (2000) Critical Review—Outsourcing: a
Paradigm Shift. Journal of Management Development, 19(8), 670-728

Karoliny, Z., Farkas, F., & Poor, J. (2009) In focus, Hungarian and Central
Eastern European Characteristics of Human Resource Management—An
International Comparative survey. Journal for East European Management
Studies, 14(1), 9-47

Klaas, B. S. (2008) Outsourcing and the HR Function: an Examination of
Trends and Developments within North American Firms. The International
Journal of Human Resource Management, 19(8), 1500-1514

Lee, R. P, & Kim, D. (2010) Implications of Service Processes
Outsourcing on Firm Value, Industrial Marketing Management, 39(5), 853-
861

Lippert, S. K., & Swiercz, P. M. (2005) Human Resource Information
Systems (HRIS) and Technology Trust, Journal of Information Science,
31(5), 340-353

Mclvor, R. (2008) What is the Right Outsourcing Strategy for your
Process? European Management Journal, 26(1), 24-34

Molnar, D., Vojtek, E., Borda, V., Szendro, K., & Juhasz, G. (2010)
Evaluation Research on Outsourcing Human Resource Activities.
Kaposvar: Human Exchange Human Resource Development and
Consultant Foundation, 1-2, 91-110

Papalexandris, N. (2005) Outsourcing of Human Resource Management
Services in Greece. International Journal of Manpower, 26(4), 382-396

-223-



N. Berber et al. HR Outsourcing in European Compensation Management in the Light of CRANET Research

(35]

(36]

[37]

(38]

[39]

[40]

[41]

[42]

[43]

[44]

[45]

[46]

[47]

Ployhart, R. E., & Moliterno, T. P. (2011) Emergence of the Human Capital
Resource: A Multilevel Model. Academy of Management Review, 36(1),
127-150

Poér, J., Nikoli¢, M., Slavié, A., & Stangl — Susnjar, G. (2012) HRM under
Changes at Foreign Subsidiaries in Serbia in Line With a Central and
Eastern European Survey. Strategic Management, 17(1), 42-52

Poodr, J., Engle, A. D., Kovacs, 1. E., Slavi¢, A., Wood, G., Szabé, K., Stor,
M., Kerekes, K., Karoliny, Z., Alas, R., & Némethy, K. (2015) HR
Management at Subsidiaries of Multinational Companies in CEE in Light
of Two Surveys of Empirical Research in 2008 and 2013. Acta
Polytechnica Hungarica, 12(3), 229-249

Raiborn, C. A., Butler, J. B., & Massoud, M. F. (2009) Outsourcing
Support Functions: Identifying and Managing the Good, the Bad, and the
Ugly. Business Horizons, 52(4), 347-356

Ramayah, T. (2012) Determinants of Attitude towards E-HRM: an
Empirical Study Among HR Professionals. Procedia-Social and Behavioral
Sciences, 57, 312-319

Seth, M., & Sethi, D. (2011) Human Resource Outsourcing: Analysis
Based on Literature Review. International Journal of Innovation,
Management and Technology, 2(2), 127-135

Shih, H. A., & Chiang, Y. H. (2011) Exploring the Effectiveness of
Outsourcing Recruiting and Training Activities, and the Prospector
Strategy's Moderating Effect. The International Journal of Human Resource
Management, 22(1), 163-180

Stangl Susnjar, G., & Lekovi¢, B. (2009) Performance-based Pay in Human
Resources Development. Strategic Management, 14(3), 1-14

Stangl Susnjar, G., & Slavi¢, A. (2012) Changes in the Human Resource
Compensation Systems of European Companies: Based on the CRANET
research result analysis. Strategic Management, 17(4), 32-40, 2012

Stangl Susnjar, G., Slavié, A., & Berber, N. (2013a) The Analysis of
Human Resource Outsourcing in Central and Eastern Europe. Metalurgia
International, 18(11), 57-61

Stangl-Susnjar, G., Slavié, A., & Berber, N. (2013b) Human Resource
Information Systems: Trends and Advantages. Metalurgia International,
18(8), 222-225

Strohmeier, S. (2007) Research in e-HRM: Review and Implications.
Human Resource Management Review, 17(1), 19-37

Susomrith, P., & Brown, A. (2013) Motivations for HR Outsourcing in
Australia. The International Journal of Human Resource Management,
24(4), 704-720

—224-



Acta Polytechnica Hungarica Vol. 13, No. 3, 2016

(48]

[49]

[50]

[51]

[52]

Tremblay, M., Patry, M., & Lanoie, P. (2008) Human Resources
Outsourcing in Canadian Organizations: An Empirical Analysis of the Role
of Organizational Characteristics, Transaction Costs and Risks. The
International Journal of Human Resource Management, 19(4), 683-715

Turnbull, J. (2002) Inside Outsourcing. People Management: Connected
HR, 10-11

Van Buren I, H. J., Greenwood, M., & Sheehan, C. (2011) Strategic
Human Resource Management and the Decline of Employee Focus. Human
Resource Management Review, 21(3), 209-219

Wright, P. M., & McMahan, G. C. (2011) Exploring Human Capital:
Putting ‘Human’ Back into Strategic Human Resource Management.
Human Resource Management Journal, 21(2), 93-104

Yang, D. H., Kim, S., Nam, C., & Min, J. W. (2007) Developing a Decision
Model for Business Process Outsourcing. Computers & Operations
Research, 34(12), 3769-3778

-225-



