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This article critically examines how outsourcing and devolvement of HR
activities influence the strategic position of HR departments. Past research
has offered conflicting predictions about their impact, ranging from a very
positive move of HR departments to powerful strategic positions to a rath-
er negative move toward marginality as their tasks are being taken over by
either external providers or line managers. In an effort to resolve existing
inconsistencies in the literature, we base our propositions on the strategic
contingency theory of subunit power (Hickson, Hinings, Lee, Schneck, &
Pennings, 1971). Our results suggest that the strategic position of HR de-
partments is negatively influenced by devolvement to line management
and positively influenced by outsourcing of noncore HR tasks. No sig-
nificant effect of outsourcing core HR activities was found. © 2013 Wiley
Periodicals, Inc.
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Introduction

his article examines how outsourc-
ing of HR activities and devolving
HR responsibilities to line managers
impact the strategic position of HR
departments. HR outsourcing and
devolvement are important trends whose sa-
lience is likely to increase, but predictions
about how they might impact the strategic
position of HR departments vary from very
optimistic to rather gloomy. We examine

such contradicting propositions using theoret-
ical foundations of strategic contingency the-
ory (SCT; Hickson, Hinings, Lee, Schneck, &
Pennings, 1971).

We begin by clarifying what we mean by
“strategic position of the HR department”
and why it deserves scholarly examination.
An HR department in a strategic position
(Lawler, 2005) is one that is represented in
strategically important groups within the
organization and that has the capacity to
exert influence on strategic decision making
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in the organization. A strategically positioned
HR department is endowed with higher status
and more power compared to an HR depart-
ment that holds a purely administrative posi-
tion. More precisely, the concept of strategic
position reflects enacted and potential power
(Galang & Ferris, 1997; Provan, 1980). The
two key components to capture strategic
position are representation on the top man-
agement team and involvement in formulat-
ing the corporate strategy. The former reflects
the capacity to influence other actors (poten-
tial power) and the latter demonstrates influ-
ence over outcomes (enacted power) (Provan,
1980). While power is a broader concept,
strategic position captures core aspects of it

(Galang & Ferris, 1997). In light of

A strategically

positioned HR

department is
endowed with higher

status and more

this definition, theories of subunit
power in organizations are rel-
evant to our understanding of the
determinants of the strategic posi-
tion of the HR subunit (Farndale &
Hope-Hailey, 2009).

Why is it important to study
the strategic position of HR
departments? Research on organi-
zational subunit power (Stagner,

power comparedto 1969: Thompson & Tuden, 1959)
an HR department has sugge§ted that power dlstnbu-
tions are important determinants
that holds a purely ~ of organizational decisions. Power
determines decisions because in

administrative

position. More
precisely, the
concept of strategic

position reflects

real-world organizations compu-
tational decision making aimed at
optimizing the output of the com-
pany as a whole rarely exist, as this
requires agreement about goals
and about the causal connections
between actions and their results.
Instead, there are differences and

enacted and uncertainties about the appropri-
ateness of actions, and judgment
potential power.  and compromise become neces-

sary to reach decisions. In this

context of political rather than
rational decision making (Pfeffer & Salancik,
1978; P. M. Wright & McMahan, 1999), the
opinions, preferences, and needs of those in
power are more likely to be heard and satis-
fied. More powerful subunits have a higher
chance to be considered when important

decisions are being made and to control more
of the (critical) resources.

Consequently, it is likely that HR depart-
mentsin astrategic position are more involved
in strategic planning and introduce more pro-
active and coherent HR policies and practices,
with all the benefits that this entails for the
employees and the organization as a whole
(Galang & Ferris, 1997; Gunnigle, Morley, &
Foley, 1995; Lengnick-Hall & Lengnick-Hall,
1988). Indeed, researchers have suggested
that there is a positive relationship between
the strategic position of the HR department
and organizational performance (Galang &
Ferris, 1997; Sheehan, Cooper, Holland, &
De Cieri, 2007). While research has not yet
provided unequivocal support for such a rela-
tionship, it is difficult to dispute that being
in a strategic position means more opportu-
nities (in the broadest sense) for HR depart-
ments, which should translate to increased
consideration of HR needs and enhanced
and improved HR policies, programs, and
practices in the organization. Finally, issues
surrounding strategic position are clearly rel-
evant to HR professionals personally, given
the turbulent environment where signifi-
cant changes are continuously transforming
their position, roles, and responsibilities (e.g.,
Hiltrop, Despres, & Sparrow, 1995; Mackay &
Torrington, 1986; Sahdev, Vinnicombe, &
Tyson, 1999).

Two key trends that have been predicted
to exert significant impact on human resource
management in organizations in general and
the role of HR departments in particular are
devolvement of HR responsibilities to line
managers and outsourcing of HR activities
to external providers (Delmotte & Sels, 2008;
Heathfield, 2011; Larsen & Brewster, 2003).
Although the occurrence of both trends
has been widely discussed in the literature,
research on their impact on the organization
of work and power issues—including the stra-
tegic position of HR departments—is scarce,
and its assumptions are contradicting. In an
effort to resolve existing inconsistencies in the
literature, we use strategic contingency theory
to propose hypotheses regarding the impact
of outsourcing and devolving HR activities
on the strategic position of HR departments.
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This theory has already been used in the con-
text of HRM (Farndale & Hope-Hailey, 2009)
and it provides a fruitful conceptual base for
examining how outsourcing and devolve-
ment affect the strategic position of the HR
department.

Past Research and Theoretical
Background

Intra-organizational Status of HR
Departments

While human resources and the need to man-
age them effectively have been widely recog-
nized as critically important for the success of
every organization, the position and role of
specialized HR departments in this process
have been continuously debated. The link be-
tween HRM practices and organizational per-
formance is arguably the most studied rela-
tionship in the HRM field in the last two
decades. Although many studies are besieged
by methodological problems (e.g., P. M.
Wright, Gardner, Moynihan, & Allen, 2005),
by and large researchers have provided con-
sistent evidence for the positive effects of
HRM on organizational performance and
competitive advantage (e.g., Barney & Wright,
1998; Datta, Guthrie, & Wright, 2005;
Delaney & Huselid, 1996; Huselid, 1995; P. M.
Wright, Dunford, & Snell, 2001; P. M. Wright,
McMahan, & McWilliams, 1994).

In most organizations above a certain size,
the responsibility of helping the organiza-
tion nurture its human resources to their full
potential falls into the hands of a specialized
HR department (Brewster, Wood, Brookes, &
Van Ommeren, 2006). While they do not act
alone, they are meant (at least in theory) to
be the architects of how the organizations
procure, allocate, utilize, develop, and retain
employees. Given that human resources are
seen as a vital asset and an essential source
of sustainable competitive advantage (Beer,
Spector, Lawrence, Mills, & Walton, 1985;
Sisson & Storey, 2000), one can assume that
the HR department occupies the position of
an important player in the organization as a
whole. The reality is more complex, however.
The respect and attention allotted to “human

Human Resource Management DOI: 10.1002/hrm

resources” (generally speaking) rarely trans-
lates into respect for the HR department spe-
cifically (e.g., P. M. Wright, McMahan, Snell, &
Gerhart, 2001).

Three decades ago, in a Harvard Business
Review article, Skinner (1981) characterized
the plight of HR as the “ultimate irony”
(p- 112)—responsible for the most funda-
mental and central competitive resource with
the longest time horizon but only allowed
to occupy a reactive role. He described HR
departments as low-status, lacking in author-
ity and power, and serving in advisory capac-
ity only, and recommended that concerted
efforts be made to elevate the HR department
out of obscurity and perceptions of insignifi-
cance. Two decades later, however,

925

the generally accepted opinion
still appears to be that HR man-
agers are “compliance people”
that excel in the art of “admin-
istrivia.” The proposed solution:
doing away with HR depart-
ments altogether (Hammonds,
2005; Stewart, 1996b) or, in a less
extreme scenario, delegating most
HR responsibilities to line manag-
ers or outsourcing them to exter-
nal providers, with only small
high-leveraged departments act-
ing as management consultancies
(Stewart, 1996a).

Academic research on the sta-
tus of HR departments remains
rather limited (Galang & Ferris,
1997) but appears to echo the
same sentiment. Instead of being
celebrated, HR  departments
have been called “poor cousins”
(C. Wright, 2008, p. 1067), and
HRM has been characterized as
a “semi profession” (Hodson &
Sullivan, 2002, p. 300). Writers
have concluded that an apparent

While human

debated.

resources and the
need to manage
them effectively
have been widely
recognized as
critically important
for the success of
every organization,
the position and
role of specialized
HR departments in
this process have

been continuously

gap exists between the rhetoric

about the essential role of HRM for deliver-
ing “resourceful” humans and the reality HR
departments face (Morris & Burgoyne, 1973).
Despite the centrality rhetorically assigned to
HRM activities, HR departments often experi-
ence marginality in practice (Gowler & Legge,
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1986) and have been reported to be among
the lowest-status departments holding the
least power in organizations (Guest & King,
2004; Kelly & Gennard, 2001).

Before we proceed we need to clarify
that the literature on which we draw for our
review uses a variety of terms to refer to what
we call the strategic position of the HR depart-
ment. As noted earlier, we define being in a
strategic position to consist of representation
on the most important decision-making body
and involvement in strategy formulation on
the organizational level. Some scholars have
referred to the same construct using differ-
ent labels (Brandl, Mayrhofer, &

rhetorically assigned
to HRM activities,
HR departments
often experience
marginality in
practice and have
been reported
to be among the
lowest-status
departments holding
the least power in

organizations.

Despite the

centrality

Reichel, 2008; Reichel, Brandl, &
Mayrhofer, 2009), whereas others
consider it a part of a broader con-
struct of HR strategic integration
(e.g., Brewster & Larsen, 1992;
Budhwar, 2000a). We return to
issues of consistency in conceptu-
alization and operationalization
in the Discussion section.
Systematic analyses of ante-
cedents of the strategic position
of the HR department are scarce
and suggest that it is related to
HR director education, experi-
ence, and gender (Reichel et al.,
2009); organization size; indus-
try; international market pres-
ence; U.S. ownership (Gunnigle &
Morley, 1998); and certain aspects
of the HR practices in the organi-
zation (Budhwar, 2000a, 2000b;
Budhwar & Sparrow, 1997). There
are also a number of contribu-
tions on related topics such as HR

power, status, reputation, and role
that discuss issues such as how the power of
the HR department compares to the power
of other departments in the organization
(Farndale & Hope-Hailey, 2009), HR depart-
ment involvement in corporate decision
making in key areas (Farndale & Hope-Hailey,
2009), the importance of HR reputation for
HR power (Ferris et al., 2007), roles of HR
managers and how they have changed over
the years (Caldwell, 2003; Gowler & Legge,
1986; Guest & King, 2004; Legge, 1978;

Ulrich, 1997), and how HR can become a stra-
tegic partner, and the various implications of
taking on this path (Keegan & Francis, 2010;
Pritchard, 2009; Ulrich, 1997).

As evidenced by this body of work, recent
years have brought increased attention to the
position of HR departments, but we still know
relatively little about its determinants. We
know even less about the impact of the two
aforementioned trends that have been pre-
dicted to transform HRM: outsourcing and
devolvement to line management. Research
on the consequences of these trends is still in
its infancy and has not been consistent
in its predictions about their impact on HR
departments. On the one hand, outsourcing
and devolvement could free HR departments
from engaging in mundane tasks and can
allow them to focus on strategic issues and
increase their flexibility (e.g., Beer, 1997). On
the other hand, they can diminish their role
to a point where HR departments become
extinct (e.g., Caldwell, 2003).

Outsourcing HR Activities

It is difficult to estimate correctly the exact
extent to which HR outsourcing (HRO) is oc-
curring and at which pace it is spreading (e.g.,
Brewster et al., 2006; Cooke, Shen, & McBride,
2005); however, very few would disagree that
it is an important trend that can transform
fundamentally how HR work is organized
(Grimshaw, Marchington, Rubery, &
Willmott, 2004). Studies focusing on the ef-
fects of outsourcing suggest diverse positive
and negative consequences for organizations
ranging from more flexibility and responsive-
ness (Shaw & Fairhurst, 1997) and increased
innovation through decentralized structures
(Adler, 2003) to even doubting cost reduction
(Kosnik, Wong-MingJi, & Hoover, 2006) and
performance effects (Gilley, Greer, & Rasheed,
2002; Gilley & Rasheed, 2000).

Research particularly targeted at the
impact of HRO on HR departments, includ-
ing how it might influence their position, is
largely absent (Cooke et al., 2005), though
a number of authors have referred to these
issues, coming to conflicting predictions. The
biggest (potential) benefit of HRO is that it

Human Resource Management DOI: 10.1002/hrm
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provides an opportunity for the HR depart-
ment to turn into a strategic partner in orga-
nizations. Specifically, HRO can reduce the
workload of HR managers and liberate them
from performing mundane transactional
tasks so that they can increase their involve-
ment in strategy formulation (Shen, 2005).

On the other hand, serious doubts have
surfaced regarding whether HRO will indeed
enable the HR department to take on a more
strategic role in organizations (Chartered
Institute of Personnel and Development,
2009). HRO may lead to the reduction of HR
staff (Smith, Vozikis, & Varaksina, 2006) and
may result in limited career opportunities
for them (Greer, Youngblood, & Gray, 1999).
It can create work intensification problems,
increased levels of stress, loss of morale, and
turnover among in-house HR staff. Simply
“dumping” HR activities through HRO will
not automatically lead to a move to a strate-
gic position for the HR department (Cooke
et al.,, 2005). Cooke et al. (2005) sum up
that the idea that HRO would enable a more
strategic role for in-house HR departments
“remains largely aspiration rather than real-
ity” (p. 422).

It should be noted here that both practi-
tioners and researchers have made an impor-
tant distinction between outsourcing core and
noncore/peripheral activities, recommending
that only the latter be outsourced and the
former be kept in-house (e.g., Belcourt, 2006;
Cooke et al., 2005; Greer et al., 1999; Klaas,
McClendon, & Gainey, 1999, 2001). Core
activities are those that bring competitive
advantage or are in some ways unique and
valuable to the organization, whereas periph-
eral activities involve routine administrative
tasks and have lower impact on performance.
For example, in a classic paper, Lepak and
Snell (1999) distinguished between idiosyn-
cratic, peripheral, traditional, and core activi-
ties on the basis of two dimensions, value
and uniqueness of HR activities, and recom-
mended that core HR activities be handled
internally, peripheral and traditional activi-
ties be outsourced, and idiosyncratic ones be
offered through custom-fitted partnerships.
This is a distinction to which we return later
in the article.

Human Resource Management DOI: 10.1002/hrm

Devolvement of HR Activities

Devolvement denotes a situation in which
the responsibility for various HR areas is
passed on from the HR department to (non-
HR specialist) line managers. Similar to the
case of HRO, there is a lack of definitive data
estimating the exact extent to which devolve-
ment is occurring (McGovern, Gratton, Hope-
Hailey, & Stiles, 1997; Renwick, 1999), but
evidence suggests an upward trend (Hall &
Torrington, 1998; Larsen & Brewster, 2003).
Research in the area concentrates on the chal-
lenges of implementing devolvement and on
its impact on line managers and their HR
counterparts, with an emphasis on the for-
mer (e.g., Cunningham & Hyman, 1999;
Renwick, 1999; Whittaker &
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Marchington, 2003). The overall
conclusion appears to be that de-
volving HR responsibility has not
been easy to implement (Larsen &
Brewster, 2003; McGovern et al.,
1997).

The biggest

(potential) benefit

of HRO is that

Compared to their discussion it provides an
of theimpact of HRO on HR depart- _
rti for th
ments, researchers have been opportunity for the
more explicit that devolvement HR department

can present either an opportunity
or a threat (or both simultane-
ously) for them (Cunningham &
Hyman, 1999; Gennard & Kelly,
1997; Hoogenboorn & Brewster,
1992; Perry & Kulik, 2008;

to turn into a

strategic partner in

organizations.

Whittaker & Marchington, 2003).

On the opportunity side, much like in the
case of HRO, devolvement might allow HR
departments to concentrate on what really
matters from a strategic standpoint. Some
authors have posited that a strategic approach
to HR involves both HR departments in stra-
tegic positions and devolvement of HR activi-
ties (e.g., Guest, 1987; Sheehan, 2005), but
a positive relationship between the two is
not universally assumed (e.g., Brewster &
Larsen, 1992). On the threat side, devolve-
ment might mean taking away from the
department’s responsibilities, resulting in
its ultimate loss of influence (Hiltrop et al.,
1995). It has been suggested that devolvement
is negatively associated with the relative size
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of HR departments (measured in HR employ-
ees per 1,000 organizational employees;
Hoogenboorn & Brewster, 1992). Others have
commented that devolvement might just
reflect cost-cutting and the related tighten-
ing of the HR department (Hall & Torrington,
1998). While we were not able to find empiri-
cal studies explicitly investigating the link
between devolvement and strategic position
of the HR departments, researchers have
strongly suggested that devolvement has not
been met with enthusiasm across the board
from all HR managers, precisely because
of their concerns that their influence will
decrease and they might become redundant
as more responsibility is devoted to line man-

agers (Hall & Torrington, 1998;

responsible for

uncertainty” in a

specific area, and it

Within an
organization,

subunits are

“dealing with

Renwick & MacNeil, 2002).

Interestingly, unlikein research
on HRO, there has been no dis-
cussion of differences among HR
practices (core vs. noncore) with
respect to how appropriate it is to
devolve responsibilities for them
to line managers. Devolvement is
considered only in general terms—
if an organization devolves HR
responsibilities, it does so without
discriminating among the various
HR activities.

is the ability to cope

with this uncertainty

that confers power.

The Strategic Contingency
Theory and the Strategic
Position of HR Departments

To explain the inconsistencies in
past research, we adopt a structural perspec-
tive and specifically, we look for guidance in
the strategic contingency theory (SCT) devel-
oped by Hickson et al. (1971). SCT is a unique
model in the power literature in that it fo-
cuses precisely on the intra-organizational
departmental (subunit) level of power. As
such, it addresses a shortcoming of much
of the power literature—namely, the lack of
focus on the impact of organizational-level
systems and structures (Fincham, 1992). SCT
defines power as a property of the social rela-
tionship, not of any individual actor. The divi-
sion of labor is seen as the ultimate source of
intra-organizational power, and power is

explained by variables that are elements of
each subunit’s task, its functioning, and its
links with the activities of other subunits.
Thus, the approach veers away from an over-
personalization in both conceptualization
and operationalization of power and instead
stresses structural sources of power (Hickson
et al., 1971). Outsourcing and devolvement
are such structural conditions (i.e., they are
properties of the organization as a social sys-
tem as opposed to attributes of individual or-
ganizational members). In this context we
expect using the strategic contingency theory
to be fruitful for enhancing our understand-
ing of how outsourcing and devolvement
influence the strategic position of HR depart-
ments. We also follow the call by Farndale
and Hope-Hailey (2009) to rediscover the
“embedded, structural sources of power
inherent within organizations” (p. 393).
Generalizability of the theory across industries
and cultures has also been shown (Cohen &
Lachman, 1988), which makes it especially
useful for the sample we use.

The power structure of an organization is
a result of multiple contextual factors in addi-
tion to choices being made among available
contingencies (Lawrence & Lorsch, 1967).
Within these structures, there emerges a func-
tional division of labor, each subunit with
its own agenda and hierarchy, with inter-
dependence within and between subunits
(Welbourne & Trevor, 2000). Imbalance of
this reciprocal interdependence (Thompson,
1967) between subunits gives rise to power
relations. We should also note that accord-
ing to SCT, power distribution is not neces-
sarily rational and efficient, but it is rather a
result of a political process (Hinings, Hickson,
Pennings, & Schneck, 1974). Hickson et al.
(1971) regard organizational systems as inter-
acting with their environments under condi-
tions of uncertainty. Within an organization,
subunits are responsible for “dealing with
uncertainty” in a specific area, and it is the
ability to cope with this uncertainty that con-
fers power.

Hickson et al. (1971) identify three
determinants of subunit power: (1) coping
with uncertainty (i.e., the extent to which
a subunit can cope with uncertainty for the

Human Resource Management DOI: 10.1002/hrm

www.manaraa.com



OUTSOURCING, DEVOLVEMENT, AND STRATEGIC PosiTion oF HR DEPARTMENTS

organization), (2) non-substitutability (.e.,
the extent to which a subunit is uniquely
positioned to reduce uncertainty in a certain
area—as opposed to other subunits being able
to take over its responsibilities) and (3) cen-
trality of the subunit in the organization’s
workflow. Whereas devolvement and out-
sourcing do not really impact the centrality
of HR departments (where HR activities are
positioned in the workflow does not change
regardless of who conducts these activities—
HR managers, line managers, or external ser-
vice providers), they are related to the first two
determinants of power, coping with uncer-
tainty and non-substitutability. Explaining
these links is what we turn to next.

Coping With Uncertainty

Organizations have to deal with environmen-
tally derived uncertainties in the sources and
composition of inputs, in the processing of
throughputs, as well as in the disposal of out-
puts. To achieve adequate task performance,
they must have means to deal with these un-
certainties. Those subunits that have the
ability to cope effectively with the most un-
certainty should have the most power
within the organization. This is because by
coping, the respective subunit provides
pseudo-certainty for the other departments
by controlling what are otherwise contingen-
cies for other activities. Through the depen-
dencies created, this coping confers power.
The uncertainty with which HR depart-
ments cope stems mainly from labor mar-
kets and the essential nature of human
resources. When HR departments recruit,
hire, and attempt to retain people, they man-
age a resource that “fluctuates” constantly.
Employees are attracted by other organiza-
tions or occupations and leave with short
notice; their work is dependent on their dis-
positions and changing attitudes; they fall
ill or go on parental leave; unpredictable
circumstances such as the health of a fam-
ily member prevent them from showing up
for work; or at any time they might request
sabbaticals for other reasons. HR depart-
ments can help reduce such uncertainty by
introducing programs and initiatives that

Human Resource Management DOI: 10.1002/hrm

“lensure] that a sufficient number of people
with the required characteristics and skills are
available at all levels in the organizations”
(Jackson & Schuler, 1990, p. 228).

While core activities like recruitment,
selection, and training and development
help the organization cope with great deals of
uncertainty, the work of HR departments also
includes administrative tasks (e.g., Buyens
& De Vos, 1999; Spencer, 1995), which are
highly standardized and often subject to a
framework of norms in the form of national
laws or collective bargaining agreements.
Due to existing rules and standards, future
events are largely predictable. By performing
such administrative (noncore) HR tasks, HR
departments only cope with a small amount
of uncertainty. Since it is the amount of
uncertainty coped with that confers power to
subunits, outsourcing core activities that deal
with a lot of uncertainty is likely to threaten
the department’s strategic position. In con-
trast, outsourcing noncore, administrative
work that adds only marginally to the depart-
ment’s coping with uncertainty is not likely
to have a significant effect on its strategic
position. Based on these arguments, we put
forward the following hypothesis:

Hypothesis 1: The degree of outsourcing core HR
activities will be negatively related to how strate-
gic the HR department’s position in the organiza-
tion is.

We expect no relationship between the
degree of outsourcing noncore HR activities
and how strategic the HR department’s posi-
tion is.

Non-substitutability

Substitutability is defined as “the ability of
the organization to obtain alternative perfor-
mance for the activity of a subunit” (Hickson
et al., 1971, p. 221). Generally, the substitut-
ability hypothesis states that the lower the
substitutability of the activities of a subunit,
the greater its power within the organization.
Here perceived substitutability already has an
effect (i.e., if the coping activities performed
by a subunit seem easily understandable and

www.manaraa.com
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executable by other subunits, power de-
creases). A number of authors have stated that
the perception of substitutability is almost in-
herent in HRM. Galang and Ferris (1997,
p- 1409) note, “The HR function is unique in
that it can be performed by other managers
and not necessarily by a specialist depart-
ment. The ensuing results are a lack of direct
control by the HR department, and an im-
pression that HRM is not a truly specialist ac-
tivity requiring unique knowledge and skills,
thus reducing the department’s nonsubstitut-
ability.” Armstrong (1995, p. 158) states that
the HR department does not have a “natural
monopoly” over people management. If the
impression of substitutability already affects
subunit power, then—not surprisingly—
actual substitution should also impact the
strategic position of HR departments nega-
tively. Hickson and colleagues (1971) them-
selves name devolvement of recruitment to
line management as a scenario that reduces
power via increased substitutability. In accor-
dance with such arguments, we predict:

Hypothesis 2: The degree of devolvement of HR ac-
tivities will be negatively related to how strategic
the HR department’s position in the organization is.

Method
Sample

Data for this study come from Cranet, an in-
ternational research network dedicated to an-
alyzing HRM developments in public- and
private-sector organizations with more than
100 employees within and across national
contexts (Brewster, Mayrhofer, & Morley,
2004). Data are collected every three to five
years in more than three dozen countries.
Countries are represented by national univer-
sities, which are responsible for creating a na-
tional sample of the respective company pop-
ulation. Surveys are filled out by HRM
specialists, most often the top HR person, and
ask questions about HR policies and practices
implemented across the organization. For the
current analysis, data from the 2008/2009
survey round from 17 European countries are
used. The sample includes 2,688 companies

from Western, Northern, Eastern, and
Southern Europe (as defined in the
“Composition of Macro Geographical
(Continental) Regions,” 2011). Table I lists the
countries, number of organizations, median
number of employees, and percentage of pub-
lic organizations in each country. The num-
ber of organizations included in our analyses
ranges from 54 in Cyprus (Greek part only) to
343 in Denmark. Most of the countries con-
tribute between 100 and 200 organizations to
the total sample. To account for some very big
organizations, the median number of em-
ployees is reported for each country. On aver-
age, the companies in the Swedish and Swiss
sample are biggest, with more than 600 em-
ployees. Organizations in Bulgaria, Estonia,
the Netherlands, and Iceland on average have
between 100 and 200 employees. Percentages
of public-sector organizations are high in
Nordic countries Finland, Sweden, and
Iceland and low, with fewer than 10 percent,
in France, Belgium, Greece, and Slovakia.

Measures

Outsourcing HR Activities

To capture the degree of outsourcing, the re-
spondents were asked to mark on a five-point
scale to what extent (0O = not outsourced to
4 = completely outsourced) external provid-
ers are used in six areas of HR activities: re-
cruitment, selection, training and develop-
ment, payroll, pensions, and benefits. We ran
an exploratory factor analysis to capture pat-
terns in outsourcing activities. In addition to
reducing our data to sets of internally consis-
tent practices, a reason behind doing this was
to investigate whether a core/peripheral
pattern suggested by a number of authors
(e.g., Belcourt, 2006; Cooke et al., 2005; Greer
et al., 1999; Klaas et al., 1999, 2001) emerged.
We conducted principal component analysis
with Varimax rotation. Table II displays the
factor loadings. Using the eigenvalue crite-
rion yielded two clear-cut factors, which to-
gether explain 61 percent of the variance in
the data. As can be seen in Table II, factor 1
combines outsourcing of recruitment, selection,
and training and development (Cronbach’s

Human Resource Management DOI: 10.1002/hrm
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LR EE S Sample Description

Number of Median Number Percentage of Public
Organizations of Employees Organizations
Austria 175 524 14.9
Belgium 228 554 5.3
Bulgaria 193 108 13.5
Cyprus 54 250 18.5
Denmark 343 350 16.6
Estonia 60 168 13.3
Finland 119 507 54.6
France 127 340 1.0
Greece 177 442 6.4
Iceland 109 195 275
Lithuania 94 254 75
The Netherlands 73 190 13.7
Slovakia 190 244 6.4
Slovenia 21 210 26.5
Sweden 264 620 33.7
Switzerland 92 635 12.0
United Kingdom 179 341 12.8

1 \:i B Factor Loadings Outsourcing

Outsourcing Core HR

Outsourcing Noncore HR

Activities Activities

Use of external providers for recruitment .847 .140
Use of external providers for selection .823 .165
Use of external providers for training and .634 .078
development

Use of external providers for pensions .068 .796
Use of external providers for payroll .102 776
Use of external providers for benefits .189 .748

alpha = .649) and factor 2 consists of out-
sourcing of payroll, pensions, and benefits
(Cronbach’s alpha = .667). The first factor
consolidates areas of HRM that represent core
HR activities, as identified in past research,
whereas the second factor combines tasks
pertaining to noncore areas mainly character-
ized by their administrative nature. This is
consistent with the broadly shared opinion
that payroll and many compensation activi-
ties can be outsourced as peripheral (e.g.,
Dickmann & Tyson, 2005). To facilitate read-
ability, Tables III and IV report the sum of the

Human Resource Management DOI: 10.1002/hrm

degrees of outsourcing of each of the three
areas in each factor (0 = no task in the
three areas is outsourced to 12 = all tasks in all
areas are completely outsourced). We used fac-
tor values with weighting following a regression
procedure for the hierarchical linear model.

Devolvement of HR Activities

The degree of devolvement is captured by a
comprehensive measure that asks who bears
the primary responsibility for major decisions
concerning five areas of HR activities: pay
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LR SRR Descriptive Statistics per Country

Strategic Outsourcing Core Outsourcing
Position Devolvement HR Activities Noncore HR Activities

(0-2) (0-15) (0-12) (0-12)

Mean Mean Mean Mean

(SD) (SD) (SD) (SD)
Austria 1.23 (.69) 7.49 (3.26) 2.64 (2.05) 2.35(2.87)
Belgium 1.64 (.50) 6.43 (2.82) 3.81 (2.51) 5.95 (3.36)
Bulgaria 7 (.66) 11.93 (3.52) 2.04 (2.09) .67 (1.55)
Cyprus 1.23 (.63) 7.30 (4.14) 3.65 (2.59) 1.04 (2.27)
Denmark 1.35 (.66) 7.69 (3.42) 1.85 (1.90) 2.92 (2.47)
Estonia 1.29 (.64) 9.25 (3.43) 3.68 (1.97) .92 (2.24)
Finland 1.64 (. 60) 8.43 (3.29) 1.90 (1.79) 2.73 (3.14)
France 1.62 (.4 5.85 (2.80) 3.25(2.17) 2.10 (2.70)
Greece 1.31 (. 68) 6.01 (3.67) 3.30 (2.51) 1.64 (2.85)
Iceland 1.52 (.65) 8.00 (4.17) 2.80 (2.39) 2.06 (3.15)
Lithuania 1.17 (.71) 7.44 (3.35) 3.75 (2.57) .78 (1.67)
The Netherlands 1.32 (.65) 8.96 (3.29) 3.74 (2.71) 4.22 (3.13)
Slovakia 1.46 (.63) 7.48 (4.28) 2.78 (2.72) 2.38 (3.37)
Slovenia 1.56 (.62) 8.35 (4.08) 2.51 (2.10) 1.37 (2.20)
Sweden 1.77 (.45) 7.86 (3.11) 4.34 (2.02) 2.85 (2.53)
Switzerland 1.36 (.71) 7.56 (2.50) 2.42 (1.78) 2.66 (2.69)
United Kingdom 1.41 (.68) 745 (3.91) 2.01 (2.10) 4.25 (3.58)

and benefits, recruitment and selection, train-
ing and development, industrial relations,
and workforce expansion/reduction. The an-
chors we used were HR department primarily
responsible = 0, HR department responsible
in consultation with line management = 1,
line management responsible in consultation
with HR department = 2, and line manage-
ment primarily responsible = 3. The answers
for the five areas of HR activities are summed,
resulting in an index ranging from O (no de-
volvement of any of the areas of HR activi-
ties) to 15 (full devolvement to line manage-
ment of all the areas of HR activities). We
explored the variables included in the de-
volvement index more closely and ran a prin-
cipal component analysis, but, in contrast to
outsourcing, and consistent with past re-
search, no factor structure emerged.

Dependent Variable

As noted earlier, strategic position of the HR de-
partment includes representation of the HR

director in the top management team
(1 =yes, 0 = no) and involvement in business
strategy formulation (3 = from outset,
2 = through consultation, 1 = on implemen-
tation, O = not consulted). A composite mea-
sure with both items equally weighted ranges
from O to 2. These two items are widely used
in measures of HR department status, HR stra-
tegic involvement, and HR strategic integra-
tion (e.g., Brandl et al., 2008; Brewster &
Larsen, 1992; Budhwar, 2000a, 2000b; Reichel
et al., 2009) and are also consistent with
Provan’s (1980) conceptualization of poten-
tial and enacted power. Similar items were
also used in research on subunit power in
universities and showed high correlations
with questions directly measuring subunit
power and resource allocation (Pfeffer &
Salancik, 1974).

Control Variables

In order to control for possible influences on
the strategic position of the HR department, we

Human Resource Management DOI: 10.1002/hrm
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include both organizational and individual HR
director characteristics as control variables. The
log of the number of employees is used to mea-
sure organizational size. In order to control for
industry, organizations that manufacture goods
and products are coded as 0, and organizations
from the service industry are coded as 1.
We also create dummy variables to control for
the organizations’ sector and profit orientation.
We distinguish between public-private and
nonprofit-for-profit organizations with private,
for-profit organizations serving as the refer-
ence. Researchers taking on a structural per-
spective and examining power on the depart-
mental level acknowledge the relevance of
individual-level factors (Farndale & Hope-
Hailey, 2009; Hickson et al., 1971). Reichel et al.
(2009) have shown that characteristics of the
most senior HR manager exert a relevant influ-
ence on the strategic position of the
HR department. We control for

Outsourcing both

core and noncore

the most senior HR person’s sex (O
= male, 1 = female), the HR direc-
tor’s experience in the field of HRM
(years of experience), and his/her

administrative education (0 = no university de-
o gree, 1 = university degree).
activities has
significantly positive Results
relationships Descriptive Analyses
with the strategic  Table III shows the descriptive re-
. sults per country for the depen-
fthe HR . .
position of the dent and independent variables.
department. The first column shows the per-

country average values regarding

how strategic the position of HR

departments is. Values vary con-
siderably between countries and range from
1.77 in Sweden to below 1 in Bulgaria. The
degree of devolvement is displayed in the
second column. The highest value by far is
found in Bulgaria. The lowest mean degrees
of devolvement are recorded in France and
Greece, with 5.85 and 6.01, respectively.
Swedish organizations use external providers
for core HR tasks most—followed by Belgium,
Lithuania, and the Netherlands. In Denmark
and Finland, outsourcing recruitment,
selection, and training and development

activities is least common. Using external
providers for administrative tasks (column 4)
is most widespread in Belgian organizations,
followed by the United Kingdom and the
Netherlands. It is least common in Bulgaria
and Lithuania.

Table IV provides the correlation matrix
for the sample as a whole, including all vari-
ables. The first two columns provide overall
means and standard deviations. As can be seen
in the third column, our dependent variable
shows a highly significant negative correlation
with devolvement. The more responsibility is
devolved to line management, the less strate-
gic the position of HR departments is. In con-
trast, outsourcing suggests a different picture.
Outsourcing both core and noncore adminis-
trative activities has significantly positive rela-
tionships with the strategic position of the HR
department. So, higher degrees of outsourcing
are associated with a more strategic position
of the HR department. Larger organizations
and service-sector companies tend to have
HR departments in more strategic positions.
From the individual-level factors, both having
a male HR director and having a more expe-
rienced most senior HR person have a posi-
tive association with the strategic position of
the HR department. Devolvement (column 4)
is negatively related to outsourcing of core as
well as noncore tasks. In organizations where
many of the traditional HR tasks are devolved
to the line management, outsourcing in gen-
eral is less common. Devolvement is less likely
in bigger companies. Public-sector companies
and organizations with more experienced HR
directors tend to have higher levels of devolve-
ment. The next column shows that outsourc-
ing of core HR activities is less likely in service
than in manufacturing and in nonprofit than
in for-profit organizations. Both outsourcing
factors (core and noncore tasks) are found less
in public than in private organizations and in
organizations with a female HR director. Higher
education is negatively associated with the
degree of outsourcing noncore HR activities.

Hypothesis Testing

In our sample, the companies are nested
within countries. Thus, observations within

Human Resource Management DOI: 10.1002/hrm
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each country are not independent. To ac-
count for this hierarchical data structure, we
use multilevel modeling. Hierarchical or
multilevel linear modeling is a theoretical
and statistical approach of combining differ-
ent levels of analysis into a single framework.
As such, it is an appropriate technique to
analyze our multilevel data. In particular, hi-
erarchical linear modeling takes into account
nested sources of variability and the follow-
ing dependency of the data (Luke, 2004).
Given this form of complex variability be-
tween companies as well as countries, wrong
conclusions are likely to be drawn if these
different sources of variability are not ade-
quately considered (e.g., in an ordinary-
least-squares regression this cannot be taken
into account; Sjoberg, 2004).

Multilevel modeling is wusually car-
ried out in multiple steps (e.g., Luke, 2004;
Sjoberg, 2004; Snijders & Bosker, 1999). The
null model is needed to check if multilevel
modeling is appropriate. The intercorrela-
tion coefficient (ICC) reflects the amount of
variance found on each level. Only if there is
significant variance on both levels of analysis
is a multilevel model needed. Deviance and
Akaike information criterion (AIC) are used
as goodness-of-fit measures in models 1-4.
Both measure unexplained variance. They
should therefore decrease with the addition
of relevant variables in every step. The dif-
ference between deviance (-2 log likelihood)
of two models is distributed as a chi-square
statistic, with degrees of freedom equal to the
difference in the number of parameters esti-
mated in the two respective models allowing
the calculation of the level of significance.
The AIC directly shows if the model fit has
been increased by the addition of variables to
the model because unlike deviance it is cor-
rected for the number of variables and hence
does not necessarily decrease with the addi-
tion of further predictors (Luke, 2004).

Table V displays the results of all four
models. The null model (model 1) reveals
that there is significant unexplained vari-
ance on the company level (var = .385, Wald
z = 36.55, p < .001) as well as country level
(var = .046, Wald z = 2.69, p < .01). The ICC
is .107, showing that country accounts for

Human Resource Management DOI: 10.1002/hrm

10.7 percent of the variability in the data.
A multilevel model is thus appropriate
for our data.

The addition of organizational control
variables in model 2 leads to a highly signifi-
cant decrease in deviance compared to the
null model. Thus, the amount of explained
variance rises with the inclusion of control
variables concerning the organization. In
the next step, characteristics of the HR direc-
tor are entered as control variables. Again,
deviance significantly decreases. There is
also a significant relationship between the
strategic position of the HR department and
sex of the HR director. Female HR directors
are associated with HR depart-

935

ments in significantly less stra-
tegic positions than their male
counterparts. Both experience
and education have a positive
influence on strategic position;
however, these relationships are
not significant.

To test our hypotheses,
the independent variables are
included next. Entering devolve-
ment and outsourcing (model 4)
leads to an improvement in the
model. Compared to model 3,
deviance decreases significantly.
Two of the three independent vari-
ables show a significant influence

Neither our

hypothesis about
the negative impact
of outsourcing
core tasks nor our
assumption about the
lack of a relationship
between outsourcing

noncore tasks and

on strategic position. As predicted  the strategic position
in Hypothesis 2, devolvement
has a highly significant effect on 0fthe HR department

the strategic position of the HR
department. For outsourcing we

suggested a negative effect for data.

core tasks (Hypothesis 1) and no

is borne out by the

effect for noncore tasks. Neither

our hypothesis about the negative impact
of outsourcing core tasks nor our assump-
tion about the lack of a relationship between
outsourcing noncore tasks and the strategic
position of the HR department is borne out
by the data: outsourcing of core HR tasks is
not related to the strategic position of the HR
department, whereas outsourcing of noncore
HR tasks has a significantly positive relation-
ship with the strategic position of the HR
department.
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(i E S A Hierarchical Linear Modeling Results

Model 1

Model 2 Model 3 Model 4

Intercept 1.399 (.053)***
Control organization

Size (log)

Service
Manufacturing—reference
Public sector

Private sector—reference
Nonprofit
For-profit—reference
Control HR director
Female HR director

Male HR director—
reference

Years of experience
University degree

No university degree—
reference

Independent variables
Devolvement
Outsourcing noncore
Outsourcing core

Deviance 5,115.44
AIC 5,119.44
Difference in deviance

ICC 107
Variability between .385 (.011)
companies

Variability between .046 (.017)

countries

1.335 (.082)***

1.291 (.101)***  1.539 (.113)***

.014 (.023) .029 (.027) .018 (.029)
.038 (.029) .066 (.034)* .066 (.035)+
—.040 (.038) —.063 (.044) —.059 (.045)
.101 (.073) .040 (.085) .075 (.088)
—.101 (.033)**  —.110 (.035)**
.001 (.002) .001 (.002)
.031 (.041) .029 (.042)
—.028 (.005)***
.033(.015)*
—.007 (.017)
4,178.75 3,005.66 2,778.43
4,182.75 3,009.66 2,782.43
936.69*** 1,173.09%** 227.23***
(df = 4) (df = 3) (df = 3)

+p < .10, *p < .05, **p < .01, ¥**p < .001.

Discussion and Implications

The trends toward shifting HR responsibilities
to outside providers (outsourcing) and line
managers (devolvement) have received much
attention in both the practitioner and the
scholarly literature. However, propositions re-
garding their effects are quite diverse, and
systematic analyses of their impact on the HR
department are scarce. In this article we in-
vestigate the effects of outsourcing and de-
volvement on the position of HR departments
in organizations.

Due to its focus on structural sources of
subunit power, we identified the strategic
contingencies theory (Hickson et al.,, 1971)
as an appropriate theoretical lens to inform
the relationships between devolvement
and outsourcing, as structural conditions, and
the strategic position of HR departments in
organizations. The extent to which a subunit
deals with uncertainty for other subunits was
employed to form our propositions about
the impact of outsourcing core and non-
core HR tasks: For core tasks we expected a

Human Resource Management DOI: 10.1002/hrm
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negative effect and we did not propose a
significant impact of outsourcing noncore
HR tasks. Based on the substitutability argu-
ment, we hypothesized a negative effect of
devolvement on the strategic position of HR
departments.

Outsourcing and Strategic Position
of HR Departments

Hypothesis 1 about outsourcing core HR tasks
and our expectation about outsourcing non-
core administrative tasks is not supported.
Outsourcing core HR tasks is not related to
the strategic position of the HR department.
Outsourcing noncore activities, in contrast,
shows a significantly positive effect.
Although at first sight our findings are
contradictory to the strategic contingency
theory’s predictions, upon closer examination
the theory offers a possible explanation. Our
hypothesis was based on the argument that
the HR department’s position will be threat-
ened when it is no longer they but outside
vendors who help the organizations deal with
uncertainty. The strategic contingency the-
ory contrasts uncertainty with routinization,
a prior prescription of recurrent task activi-
ties. In other words, uncertainty and routi-
nization represent two ends of a continuum.
Routinization of certain activities (e.g., man-
aging payroll) allows organizational units to
cope with uncertainty. But the more activities
of a subunit are routinized, the better they
are understandable by people outside of the
department, and thus it becomes easier for
others to take over their execution. In other
words, these specific activities (sticking to our
example, managing payroll) can become sub-
stitutable and are no longer a source of power
for the department (in our example, the HR
department) (Hickson et al., 1971). If routin-
ized, substitutable activities (like managing
payroll) are outsourced, the freed resources
can be used for nonroutinized, more strate-
gic tasks, which are not so easily substitut-
able. Thus, outsourcing routinized activities
can lead to a more strategic position of the
HR department. In simpler words, outsourc-
ing of something that is not likely to confer
power (and, in this sense, make the position

Human Resource Management DOI: 10.1002/hrm

of the HR department a more strategic one)
in the first place can open resources for the
HR department to engage in activities that are
not substitutable, and as such may improve
the HR department’s position.

Such reasoning is consistent with some
of the more optimistic predictions about the
impact of outsourcing made in the HR litera-
ture (Adler, 2003; Belcourt, 2006; Cooke et al.,
2005; Greer et al., 1999; Shen, 2005), accord-
ing to which one of the biggest potential
advantages from outsourcing is that shifting
routine, administrative, noncore activities
away from the department frees resources for
more strategic HR tasks. It should be pointed
out here that scholars have noted that get-
ting rid of administrative issues

937

alone does not necessarily result
in a more strategic position of the
HR department. However, freed
resources may allow HR depart-
ments the opportunity to pro-
actively shape their position by
concentrating on strategic HR
tasks (Hiltrop et al., 1995).

Outsourcing of
something that is
not likely to confer

power (and, in this

sense, make the

Devolvement and Strategic
Position of HR Departments

The results provide support for
Hypothesis 2: the more HR tasks
are devolved to line management,
the less strategic the position of
the HR department is. According
to SCT, a subunit that performs
tasks that can be done by others is
endowed with less power than a
department whose activities can-
not be easily substituted. This
finding is thus in line with the
predictions of SCT.

This finding is important in
light of the considerable diver-

that are not

position of the HR
department a more
strategic one) in the
first place can open

resources for the

HR department to

engage in activities

substitutable, and as

such may improve

gence of propositions about the 4, pyp department’s
relationship between the strategic
position of the HR department position.

and devolvement to the line.

Devolvement has been seen as

either a “threat” or an “opportunity” for the
strategic standing of HR departments (Larsen
& Brewster, 2003). More commonly, authors
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have suggested that both the strategic posi-
tion of the HR department and devolvement
are parts of HR strategic integration, a much
broader construct that describes the integra-
tion of the HR function as a whole into the
organization’s business and corporate strat-
egy (Budhwar & Sparrow, 1997). This litera-
ture suggests that both high strategic position
of HR departments and high devolvement to
line management are signs of such strategic
HR integration (e.g., Delmotte & Sels, 2008;
Sheehan, 2005). Others see strategic position
and devolvement as two separate variables
and argue that HR work can be organized
in many ways, involving different levels of
devolvement and high or low strategic posi-
tion within the organization,

Our findings are in

line with research

that suggests that

there is a certain
amount of fear

among HR managers

that their level

of influence may

decrease as more
responsibility is

devolved to the line.

thereby suggesting that the two
constructs are not related (Brandl,
Ehnert, & Nehles, 2012; Brewster
& Larsen, 1992).

We view strategic position
and devolvement as two sepa-
rate constructs and do not rule
out the possibility that in some
organizations a high degree of
devolvement coexists with an HR
department in a strategic position.
Our results, however, show that
this is the exception rather than
the rule. From a power perspec-
tive, if “everyone in the organiza-
tion” (Sheehan, 2005, p. 193) takes
responsibility for HRM, the stra-
tegic influence of the HR depart-
ment (i.e., their strategic position)

is likely to decrease. Our findings
are in line with research that suggests that
there is a certain amount of fear among HR
managers that their level of influence may
decrease as more responsibility is devolved to
the line (e.g., Hoogenboorn & Brewster, 1992;
Renwick & MacNeil, 2002).

Definitional Issues: The Meaning
of “Strategic Position of the HR
Department”

The different predictions as described earlier
may partly be due to the different meanings
assigned to very similar terms by different

scholars (Dany, Guedri, & Hatt, 2008). For ex-
ample, when authors discuss the strategic posi-
tion of HR, they sometimes refer to the HR
department (e.g., Brandl et al., 2008; Reichel
et al., 2009) and sometimes refer to the HR
function independent from where it is per-
formed (e.g., Sheehan, 2005). Further, what
we refer to here as the strategic position of the
HR department has been referred to by others
as strategic involvement of HRM (Delmotte &
Sels, 2008) or strategic integration of HR direc-
tors (Brandl et al., 2008). HRM integration in
strategy formulation (Dany et al., 2008) and HR
strategic integration (Brewster & Larsen, 1992;
Budhwar, 2000a) are similar constructs ad-
vanced by the literature. They are, however,
broader in scope and include other character-
istics, such as written personnel strategy
translated into work programs and systematic
evaluation of the HR department. Still other
scholars conceptualize strategic HR(M) integra-
tion as the combination of the high strategic
position of the HR department and high lev-
els of devolvement (Guest, 1987; Sheehan,
2005), as described previously. We recom-
mend that scholars use caution when review-
ing work in the area of “HR strategic integra-
tion” and use more specific terms in future
work, as we do in this article.

Another relevant issue here is that strate-
gic position and role often are not differenti-
ated. Position is a “category of organizational
membership” (Levinson, 1959, p. 172). Role is
defined as structurally given demands and, as
such, it confronts the occupant of a position
with a set of pressures on how to act in the
position. Every position is associated with a
role, and position holders normally act accord-
ing to the role. Because of various mechanisms
of sanctioning and positive reinforcement in
organizations, a high degree of congruency
between roles associated with the positions and
actual role performance is expected, but there
is still room for deviant behavior. Accordingly,
an HR department in a strategic position is
very likely to act strategically. However, it
is possible for the HR department to be in
a strategic position but not act according to
the strategic role demands (Levinson, 1959).

Incongruencebetween position and role can
typically occur in the process of transformation.

Human Resource Management DOI: 10.1002/hrm
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Different professional outlooks, skills, and iden-
tities are needed for fulfilling the HR depart-
ment role associated with an administrative
position compared to those needed for acting
according to the demands of a strategic posi-
tion (Beer, 1997). Thus, in organizations where
a strategic position has just been created, the
current position holders might not be ready to
perform the strategic role and may not act stra-
tegically. Employing comprehensive measures
that systematically capture both the position
and the actual strategic role performance (e.g.,
behavior in top management meetings) would
be the most fruitful way forward.

Lastly, while often used as a proxy of
power (Farndale & Hope-Hailey, 2009), stra-
tegic position captures power only partially.
Research that explicitly deals with the power
of the HRM department is scarce, not least of
all due to an ongoing debate over the adequate
measurement of subunit power (Welbourne &
Trevor, 2000). Provan (1980) pointed out that
power is the capacity to exert influence, and
it does not have to be enacted to exist. But
in addition to capturing formal authority and
membership in groups having control over
key decisions, a complete measure of power
would involve assessing the “demonstrated
ability to affect organizational outcomes,
particularly regarding resource acquisition”
(p- 554). While asking respondents about
their involvement in strategy formulation
reflects the latter construct, it does not cap-
ture it fully. All of these issues suggest that
construct definition and measurement preci-
sion with regard to the strategic position of
HR departments should be a priority in future
scholarly work.

Limitations

A key limitation of our study is its cross-
sectional character. A longitudinal design is
necessary to be able to identify the extent to
which devolvement and outsourcing actually
influence the strategic position of the HR de-
partment. Longitudinal samples that include
firms in which major changes in devolve-
ment and outsourcing have taken place
would allow studying effects of such transfor-
mations. In order to find out whether our
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ex-post explanation for the positive effect of
outsourcing noncore HR tasks holds, the
mechanism through which this impacts
the HR department’s strategic position should
be studied in greater detail. Examining the
processes that come along with outsourcing
and devolvement more carefully will shed
light on the amount of HR managerial discre-
tion within the structural conditions given
(Lawrence & Lorsch, 1967).

Related to this, given its cross-sectional
nature, our study does not examine the
developmental path involved in an HR
department moving from an administrative
to a strategic position. As noted earlier, such a
transformation is no simple mat-
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ter. While some position holders
are able to change their behavior
accordingly, others might lack
analytic and interpersonal skills
necessary to fulfill the strategic
role (Beer, 1997). The move to
a strategic position may thus be
associated with disenfranchising
or removing current employees.!
Research has suggested that in the
shift to adopting a more strategic
role, HR executives “either change
their perspectives or are them-
selves changed” (Beer, 1997, p. 52;
see also Francis & Keegan, 2006).
Future studies should attempt
to shed light on this transforma-
tional process.

strategically.

In organizations
where a strategic
position has just
been created, the
current position
holders might not
be ready to perform

the strategic role

and may not act

A second limitation stems
from the fact that the sample we use includes
organizations from various countries. The
study is thus subject to problems typically
associated with cross-cultural research, spe-
cifically the potentially culturally different
meaning and interpretation of concepts used
in the survey. However, the questions used
ask for factual information rather than opin-
ions or attitudes, which makes this problem
less severe. A related issue is that in some
countries employment law may regulate the
access to becoming part of the top manage-
ment group (Wichter & Miiller-Camen,
2002). While multilevel modeling takes into
account the nested structure of the data and
the following dependency of the data within
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a country, we do not explicitly test for influ-
encing factors on the country level. Future
studies should address the possible impact
of institutional and cultural determinants
on the strategic position of HR departments
across countries.

Our study only includes large organizations
with separate HR departments. In addition
our research—and our theoretical foundation,
the strategic contingency theory—implicitly
assume hierarchical organizations with func-
tional division of labor within set organiza-
tional boundaries. In the contexts of smaller,
project-based or network organizations with
blurred boundaries, proposed relationships
and concepts used could be less

Future studies
should address the
possible impact

of institutional

determinants on the
strategic position
of HR departments

across countries.

and cultural

useful. Up to a certain size, many
organizations do not have sepa-
rate HR departments, line manag-
ers’ responsibility for HR tasks is
the norm, and outsourcing of spe-
cialized HR tasks like payroll and
benefits may be necessary due to
lack of internal HR expertise. If
small organizations have just one
HR specialist, individual sources
of power are likely to be more rel-
evant for his/her strategic position
than structural power sources. In
project-based organizations, struc-
tures are highly complex and fluid
because of time-limited projects.

Line managers also act as project
managers and the functional division may
largely be replaced by projects. Employees
working in projects are often highly inde-
pendent knowledge workers who take on
their own career planning and training and
development measures to increase their
future employability. In this context, an HR
department might not need to engage in “tra-
ditional” HR activities. Rather, it will be bet-
ter able to help the organization cope with
uncertainty and create a higher degree of
non-substitutability by shifting its attention
to activities such as coordination of change
and coaching of competencies (Bredin &
Soderlund, 2007).

Boundaryless organizations not only dif-
ferentiate tasks within the organization but
extend beyond their boundaries to establish

collaborative structures allowing them to
access external knowledge through part-
nering with other organizations (Kabst &
Strohmeier, 2006). The way HR work is orga-
nized is likely to change if an organization is
located within a network of complex inter-
organizational relationships. Organizations
can become dependent on each other, and
this may transfer to HR work. The concept of
“intra-organizational” status and measures
of top management representation and par-
ticipation in business strategy formulation in
a single organization may not be particularly
useful. Power questions will evolve around
the position in a network rather than in one
organization (Grimshaw et al., 2004).

We acknowledge that our findings are
limited to organizations of a certain type but
claim that our results will still be of interest to
a fairly large number of organizations. While
research has suggested a shift in dominant
organizational forms is under way, hierarchi-
cal organizations differentiating internally
along functions are unlikely to disappear any
time soon. Indeed, there have been critical
voicesarguing that the contemporary transfor-
mation of organizational forms is overstated
and that hierarchy is still an important fea-
ture, even in network organizations (Barley &
Kunda, 2001). Nevertheless, future work
should address the relationship we study
across different organizational forms.

Research Implications and
Extensions

In this study we systematize the conflicting
research propositions regarding the impact of
outsourcing and devolvement on the strate-
gic position of HR departments. We draw on
the power literature and highlight the strate-
gic contingency theory as a framework that
provides relevant insight into the nature of
these relationships. We also provide empiri-
cal evidence for two important relationships
that are often discussed but rarely tested.
Among the key implications of our work is
the applicability of the strategic contingency
theory (Hickson et al.,, 1971) to the study
of the standing of HR departments and the
organization of HR work. SCT also provides
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a good framework for guiding future research
on power effects of outsourcing and devolve-
ment. The model by Hickson et al. (1971) puts
forward a relationship between coping with
uncertainty, non-substitutability, centrality,
and power. Future research should investi-
gate the specific mechanisms of coping with
uncertainty and non-substitutability, their
effects on the control of strategic resources,
and, ultimately, on subunit power. To that
end, one could investigate how outsourc-
ing and devolvement are introduced. Effects
could be ditferent depending on whether
they are introduced as cost-cutting measures
on behalf of top management or are strategi-
cally planned with active involvement of the
HR department (Cooke et al., 2005). A situa-
tion in which HR provides a solid framework
of policies and practices and day-to-day sup-
port, but line managers are given flexibility to
make HR-related decisions, may bring about
a strategic partnership between HR special-
ists and line managers. This partnership may,
in turn, have a positive impact on the strate-
gic position of the HR department. Similarly,
it may be that outsourcing decisions that
include input from the HR department and
are based on considering all strategic contin-
gencies might be instrumental in allowing
the HR department to focus on strategic work
and influence organizational decisions on a
strategic level.

Though the strategic contingency theory
stresses structural over individual sources of
power, a number of authors have suggested
that both perspectives be combined. Brass
(1984) writes, “[T]he work that organizations
divide among subunits is further divided
among individuals” (p. 519). An organization
consists of interrelated structural positions,
which are occupied by individual actors.
Thus, it is likely that structural and individ-
ual characteristics may constrain or reinforce
one another (Brass, 1984). Accordingly, test-
ing for possible moderating effects of gender,
experience, and education of the HR director
(see Reichel et al., 2009) on the relationships
we investigated is likely to be a path worth
pursuing.

Of central interest for the field of HRM
(for both academics and practitioners) is the

Human Resource Management DOI: 10.1002/hrm

linkage between providing HR departments
with strategic positions and organizational
performance. Evidence of significant posi-
tive performance effects would feed back into
the relationships suggested by SCT increasing
centrality, decreasing perceived substitutabil-
ity, and thus further raising the strategic posi-
tion of HR departments in organizations.
Our article assumes such a positive rela-
tionship between the strategic position of HR
departments and organizational performance.
Being in a strategic position is instrumental in
the ability of HR departments to design and
implement high-quality HR practices that are
internally consistent and fit with the overall
strategy of the organization, and
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this should contribute to organi-
zational performance. This has
been previously proposed (Galang
& Ferris, 1997), but we were able
to uncover only a few studies
aiming to provide empirical evi-
dence for the relationship. The
results were not straightforward.
Sheehan and colleagues (2007)
looked at how the various ways
in which HR departments could
exert political influence related to
perceived organizational perfor-
mance. HR presence on the board
and involvement in strategy for-
mulation were conceptualized as
two of the avenues for political
influence. While the latter vari-
able showed a significant bivariate
correlation with perceived orga-
nizational performance, neither

the specific

mechanisms

ultimately, on

Future research

should investigate

of coping with
uncertainty and
non-substitutability,
their effects on the
control of strategic

resources, and,

subunit power.

one had a statistically significant
impact in the overall regression predicting
perceived organizational performance.

These results suggest that the relation-
ship between the strategic position of the HR
department and organizational performance
is more complex. A strategic position of the
HR department seems to be a necessary but
insufficient condition for improved orga-
nizational performance. Dany et al. (2008)
found that the relationship between strate-
gic position of the HR department and per-
formance was only significant under certain
optimal levels of devolvement, with the
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highest relationship reported when HR deci-
sions were taken by HR specialists in consulta-
tion with line managers (that is, at relatively
lower devolvement levels). The study did not
report the relationship between HR depart-
ment strategic position and devolvement.
In this context, future work should provide
a detailed investigation of the relationship
between the strategic position of HR depart-
ments and organizational performance. The
idea that there may be an optimal balance
between HR strategic position and shifting
certain activities to line managers and exter-
nal providers should also be explored further.

Practical Implications

Our findings have important implications for
HR departments. In terms of outsourcing
of HR activities, it is important to differenti-
ate between core and noncore activities, as
shifting away the “right” tasks can contribute
to increasing the strategic position of the HR
department. To that end, HR departments
should take a proactive role in decisions to
outsource HR activities, with a focus on what
is outsourced and under what conditions. We
also find that devolvement is negatively re-
lated to the strategic position of the HR de-
partment. From that standpoint, it is in the
HR department’s best interest that they

hinder the devolvement process. Though
Hickson and his colleagues (1971) come from
a scientific tradition that stresses the impor-
tance of context, they also acknowledge man-
agerial discretion. Thus, HR managers have
room to influence the extent to which HR
tasks are devolved. For example, they can en-
gage in (political) initiatives that monopolize
the HR department’s ability to cope with un-
certainty or in symbolic action that creates
the perception that HR work cannot be trans-
ferred to “amateurs” (Galang & Ferris, 1997).
From a realistic standpoint, however, de-
volvement cannot be impeded. HR managers
should strive to become flexible, draft a new
role for themselves, and influence how and
what part of tasks are devolved. They can try
to increase their strategic influence using
other venues, such as providing integral con-
tributions to the solution of business prob-
lems and becoming indispensable partners to
line managers so that line managers rely on
them in performing HR responsibilities
(Gennard & Kelly, 1997; Whittaker &
Marchington, 2003). Such partnerships will
likely also benefit their organizations.

Note

1.  We thank Reviewer 3 for the suggestion to discuss
this issue.
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