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Abstract. Outsourcing, as a managerial phenomenon, is gaining importance and attention among both scientists and entrepreneurs. Despite
an increasing outsourcing practice among business units, the nature of factors affecting growth of the use of outsourcing on service
companies have not received adequate attention in the scientific literature. The aim of paper is to provide in-depth analysis of factor
affecting the spread of outsourcing practice among service companies. A comprehensive review of the literature was conducted in the fields
of services, to achieve a thorough understanding of the issues involved, and identify the crucial factors affecting the use outsourcing in
service companies. Literature analysis shows that spread of outsourcing is affected by external and internal factors. Most important internal
factors affecting growth of outsourcing use in service companies are strategic and economic factors.
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1. Introduction

An examination of the activities of modern organisations shows a visible transformation of business
when new business organisation models and methods are applied. In a dynamic and competitive
international market, entrepreneurs are constantly looking for ways to save money, improve the quality
of products and services, and increase the efficiency of their business in order to keep business and to
compete successfully. Historically, companies were vertically integrated organisations seeking to control
both supply and distribution channels. Products were made from raw materials and transported to own
retail stores (Gerbl, Mclvor, Humphreys 2009). Gradually companies began to separate business
processes and outsource them to other companies or countries. According to Fuschi, Tvaronavi¢iené
(2016), in a network structure, a central core leader operates the main strategic business and outsources
the functional work, such as manufacturing, marketing and distribution. This decreases control but
typically increases cost effectiveness. Pauceanu (2016) claims that innovation is a critical weapon for
entrepreneurs attempting to find new opportunities of producing better goods or services. Scientific
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studies show that the service sector is dynamic, and that innovation encourages changes in companies,
these changes being increasingly linked to outsourcing. Researchers of the manufacturing and supply
chain argue that outsourcing evolved from a make-or-buy decision. Service operations management
researchers tend to consider outsourcing as a new revolutionary trend (Busi, Mclvor, 2008).

Due to advancement of information and communication technologies and liberalisation of international trade,
outsourcing of services has started to expand rapidly including more and more activities (UNCTAD, 2004).
According to Alajaasko (2006), outsourcing is one of the reasons for the growth of the service sector and
increasing demand for services. Based on the overview of multi-year UNCTAD Expert Meeting on Trade,
Services and Development held in Geneva in 2017, between 1980 and 2015 the share of services in GDP
increased for all categories of countries: from 61 to 76% in developed economies and from 42 to 55% in
developing economies. Outsourcing is a business paradigm in which an organisation transfers part of its business
processes to a service provider. The structure of outsourcing is very complex since it covers a wide range of
activities and functions that cause administrative and managerial dilemmas (Yi, Chen, Guo, 2016).

With increasing practical application of outsourcing, this phenomenon started to attract the interest of many
researchers. Studies of different researchers all over the world (Aubert et al. 1996, Bumberg 1998, Ghodeswar,
Vaidyanath 2008, Gomez J. F. et al. 2009, Kishore et al. 2003, Koszewska 2004, Choi, Beladi 2012, Lankford,
Parsa 1999, Franchesi et al. 2003, Kremic et al. 2006) show that companies tend to outsource increasingly more
often.

Due to changes and development of outsourcing, scientific literature employs various scientific theories, which
aim at explaining the outsourcing phenomenon and the factors that determine its development. Scientific theories
provide the basis for the analysis of outsourcing development factors. However, in the course of the research, it
has been observed that when outsourcing is changing, i.e. as it expands, the expectations of companies and factors
that determine the use of outsourcing change as well. At first, outsourcing was only expected to help minimise the
costs and compensate for temporary workforce shortage. However, in the process of globalisation, manufacturing
and service companies are increasingly expanding their activities in order to stay in the market, thus providing not
only basic but also additional services. The researchers point to various factors that determine the development of
business activities, however, their main focus is mainly on manufacturing. Nevertheless, the specifics and
development of the service sector promotes research in this sector and the pursuit of a unified approach towards
the factors affecting an increased use of outsourcing in service companies.

The aim of this article is to reveal theoretical background and factors affecting an increased use of outsourcing in
service companies.

The methods of the research include systematic and comparative analysis of the scientific literature gathered in
Web Of Science, Taylor & Francis Online, Science Direct, Emerald Management eJournals Collection, SAGE
data bases.

The paper proceeds as follows. A brief overview of theories concerning outsourcing and its groups is provided
first to underline dominant theories. The next section of the article provides a theoretical context of existing
literature of factors affecting outsourcing in different service companies operating in different service fields.
Finally, an in-depth analysis is provided of the factors affecting the spread of outsourcing practice among service
companies.

2. Theoretical basics on outsourcing
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According to Busi, Mclvor (2008), it is universally accepted that any phenomenon may be explained by various
theoretical assumptions, based on relevant methods. Most scientific theories are used to express the attitudes of
scientists towards the nature of the activities and functions of companies, as well as help them manage those
processes in the right way (Vaxevanou, Konstantopoulos, 2015). The phenomenon of outsourcing is grounded in
many scientific theories, which causes considerable confusion among scientists. Some of them are
complementary, while others are contradictory (Perunovic, Pedersen, 2007).

In order to highlight the theories that underlie outsourcing of services, the classical and contemporary scientific
theories of economics, management and service science were analysed. As mentioned before, the majority of
authors focus on outsourcing in manufacturing and service companies. Dibbern et al. (2004) distinguish the
following theories as the most important in the context of outsourcing: transaction cost theory (Coase 1937,
Williamson 1975, 1981, 1985), resource-based view theory (Barney 1986, 1989, 1991), agency theory (Eisenhardt
1989, Jensen, Meckling 1976), social exchange theory (Blau 1964, Emerson 1972, Homans 1961), resource
dependency theory (Pfeffer and Salanick 1978, Pfeffer 1984), strategic management theories: five forcers model
(Porter, 1985) and adaptive cycle process model (Miles, Snow 1980), innovation diffusion theory (Roger 1962) ,
power and politics theory (Pfeffer 1981, 1982), relationship theory (Klepper 1995, Kern 1997), game theory
(Nash 1953, Kreps et al. 1982, Spence 1976, Fudenberg and Tirole 1990).

Likewise, the abovementioned authors, Gottschalk, Solli-Saether (2006) distinguished classical theories such as
neoclassical economic theory (Thorstein, 1900) and transaction cost theory, however, they also draw emphasis to
the fact that trade, competencies and relationships are very important in a company, thus emphasising such
theories as contract theory (Arrov, 1960), alliance theory (Lévi-Strauss, 1949), relationship exchange theory
(Morgan, Hunt, 1994).

Busi and Mclvor (2008) distinguished ten scientific theories which, according to the authors, most often explain
the outsourcing phenomenon: transaction cost theory (Coase, 1937, Williamson, 1975, 1985), resource-based
view theory (Penrose, 1959, Richardson, 1972), core competency theory (Prahalad, Hamel, 1990), evolutionary
economics (Nelson, Winter, 1982; Mahnke, 2001), principal agent theory (Ross, 1973, Jensen, Meckling, 1976),
vertical integration (Bain, 1968; Grossman, Hart, 1986), strategic management (Quinn, Hillmer, 1968),
relationship market/view (Berry, 1983; Sommer, 2003), industrial economics (Porter, 1980), strategic alignment
theory (Henderson, Venkatraman, 1990). Based on research of the authors, it should be noted that not only costs,
but also company integration and strategic solutions are important for outsourcing development.

Based on Vaxevanou, Konstantopoulos, (2015), it may be argued that besides economic theory, cost theory and
competency theory, researchers also referred to evolutionary economics theory (Nelson, Winter, 1982; Mahnke,
2001), relational view theory (Dyer, Singh, 1998), knowledge-based view theory (), economy of information
theory (Stigler, 1961, Spence, 1973).

The views of different authors indicate that the achievements of various fields of science are used to assess the
spread of outsourcing in companies, however, it is difficult to establish principles for the division of theoretical
concepts. The growth of technological innovations encourages companies to expand the boundaries of activity
and seek new business methods. Therefore, the article takes into account the theories and models that reveal the
key areas of the company’s decision to use outsourcing and allow identifying factors that determine the use of
outsourcing. According to the authors of the article, three main groups of theoretical concepts may be
distinguished: | — oriented towards improvement of company indicators and cost reduction; Il — towards internal
processes of a company, whilst managing resources, introducing innovation, increasing the competitive advantage
between the companies operating in the same business and Il — towards improvement of mutual relations with
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existing partners and search for new ones, expanding cooperation and making decisions related to integration and
merger with other companies (see Fig.1).

Although neoclassical economic theory is criticised for its inability to explain modern business operations,
Gottschalk and Solli-Sather (2005) have shown that neoclassical economic theory can be used to explain the
success factors in the process of outsourcing. It should be noted that Transaction Cost Theory (TCE) is most
widely used theory, and this theory as well as Resource-Based View (RBV) are indicated as the most significant
theories for explaining the phenomenon of outsourcing.

Outsourcing theories and models

Economic activity decision Strategic decision Partnership and development
decisions
Transaction cost theory Rezource theories Alliance theory
‘.\'l.‘q'll."hl.‘“ll."iﬂ ECONMGInmIc l||1.:|.:-r:\ Resoimes based view l||.'n|3- 5\'41|;ii|| l;'“'h;mg{ I||-g'..:-|'_1.

Knowladpehased view theon
Agency theory Relanonal exchange theory

Core competency theory
Contract theory Stakeholder theory
Resource dependency theory

Theory of firm boundaries Innovation diffusion theorn,
Strategic management theorics

Power and politics theory
Five lorcers model -

Addapive ovele process model Relaional view I|'II..11r}

Liame theory

Econoamy of information

Strategic ahignment theory

Fig. 1 Theoretical concepts of outsourcing
Source: authors

Both theoretic and practical studies focus on the topic of strategic management of companies. The figure shows
that a broad spectrum of theories and models is associated with strategic decisions. Knowledge-based view theory
discloses how knowledge is shared and what relationship is maintained with service providers in the process of
outsourcing management. Core competency theory (Prahalad, Hamel, 1990) has evolved from resource-based
view theory and reveals which key competencies and skills of an organisation it manages. According to Prahald
and Hamel (1990), collective knowledge management and outsourcer competencies are key factors determining
the success of outsourcing contract. Porter’s (1985) five forcers model is beneficial for evaluation of outsourcing
in companies providing services; adaptive cycle process model (Miles, Snow 1980), which reveals cyclic renewal
of institutions, is also widely used.

Many researchers used game theory in their research (Nash 1953, Kreps et al., 1982, Spence 1976, Fudenberg and
Tirole, 1990) to explain the strategic behaviour of players or participants (e.g. companies) in a particular situation
where everyone works under the same conditions and seek to maximise their profits rationally and reasonably and
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predict the actions of another player. Spence (1973), Stigler (1961) presented a model on the basis of economy of
information theory, which sought to determine the scope and reliability of available information and how this
information affects decision-making in an organization.

The third group theories focus on collaboration relations, relationships and development of companies that
implement outsourcing. Agency theory presented by Jensen and Meckling (1976) evolved from assessment of the
relationship between organisation’s management and all stakeholders (agents) to the assessment of relationships
between different organisations. The theory is used to analyse the stage of preparation when the organisation
discusses all potential providers of outsources and decides which relationships to develop.

Mclvor (2005) claims that Dyer, Singh’s (1998) relational view theory may be used to explain how companies
can gain and maintain competitive advantage in collaboration with other organisations. This theory is used for the
studies of transitional period relationship management and is the only one that can be applied at all stages of the
outsourcing process. According to Mclvor (2005), relational theory provides explanations on how companies can
gain and maintain a competitive advantage in their relationships with other organisations. Later studies by other
researchers such as Yahnhong (2011), Saka, Vlacha, Nasiopoulos (2014) revealed that in order to develop a
competitive advantage based on technology, the benefits of outsourcing are to be determined by the quality of the
relationship at the time of concluding the contract and monitoring of the development of relationships between the
contracting parties.

Klepper (1995), Kern (1997) argue that relationship theory helps in making an alliance and addressing the issues
related to partnerships, competitive advantage, supply chain management, or supplier-buyer relationships.

According to Tushman’s (1977) power and politics theory, which was used as a theoretical basis by Pfeffer (1981,
1982), Lacity and Hirschheim (1993), companies feel political power from a variety of institutions that control
resources: access to information (for example, on the organization’s activities, perks, etc.), which is why it affects
decisions in outsourcings services.

Roger’s (1962) innovation diffusion theory is considered one of the oldest social science theories. The basic
principle of the theory is that during the process the focus is on target population groups and the factors that affect
their decision-making. Therefore, this theory has been successfully applied in many areas, including
communications, agriculture, science theories, public health, criminal law, social work and marketing.

3. Factors influencing implementation of outsourcing

Transformation in the global market is ongoing, therefore, companies reallocate resources by redirecting them to
key operating sources in order to improve the quality of their business and gain advantage over competitors.
According to Mickevi¢iené (2010), organisations apply different methods of management in solving the problem
of the theory-practice relationship and in order to achieve the best results. Along with the traditional ways of
organising business, new operational strategies are being developed to separate functions and, in some cases,
outsource them to service providers specialising in the field. Changes related to crises and economic reforms were
influential in local as well as international areas. Many countries moved their activities to other regions of the
world. According to Kedia, Mukherjee (2009), some countries, such as India, Brazil, Russia, Hungary, Ireland
and others have opened their markets. These countries have huge human capital resources which may be “lent”.
What is more, the authors emphasised that the development of outsourcing is influenced by globalisation,
technological advancement, competition, economic reforms.
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Zhu et al (2001) claim that the need for outsourcing depends on four major changes taking place in a competitive
market environment: continuous technological advancement, increasing risk and search for flexibility, focusing
on company’s specialisation, and globalisation. The development of information and communication in recent
decades has had a great significance for the development of outsourcing. It has created opportunities for
manufacturing and use of services in different locations, and has enabled the development of trade of services, as
well as outsourcing (UNCTAD, 2004).

The scale of the spread of information and the changing economic structure encouraged the development of global
and integrated operations. Multinational organisations have started to replace local companies. The advancement
of information technologies changed business environment and companies aiming at cost reduction and increased
availability of their services have started to invest in virtual offices at strategically convenient territories.
Furthermore, trade liberalisation, reduction of international direct investment barriers and regulations in such
fields as financial services, transportation, telecommunication and professional services between developed and
developing countries reduced the costs of transportation and telecommunication and encouraged the growth of
international network outsourcing. Increased competition and the fact that competitors use outsourcing to make
their activities more effective stimulate the companies to practice outsourcing to minimise their costs, improve
product quality and enable the company to effectively compete in an international market (Bahrami, 2009).

Scholars Lahiri, Kedia (2011) distinguished independent factors that influence the implementation of outsourcing.
The above-mentioned factors are external: the lack of specialists with specific skills due to state policy, increasing
costs related to business execution, development of information and communication technologies, increasingly
intensive competition. The research conducted by Borodako et al., (2015) revealed the factors and their
determinants that depend not on the organisation but rather on political, legal, economic, social and cultural
environment.

Although the influence of service sector on economics is growing, research on outsourcing of different services is
scarce. It was noted that a great part of scientific works iare dedicated to the analysis of outsourcing in
manufacturing rather than service sector. Therefore, when systemising scholarly works on service sector, the point
of view of the authors that categorise environmental factors, which influence the implementation of outsourcing
and the goals of service companies, have been taken into account.

Lam, Han (2005) analysed hotel services and distinguished 9 factors, such as: reduction of cost, flexibility, pursuit
of new technologies, pursuit of external knowledge and experience, added value for the image of service provider,
optimisation of resources, increased income, entering new markets. Seeking to remain objective during their
research, the authors asked the experts of hotel services to fill in the list of factors that encouraged them to
outsource. Wan, Yen-Lun Su (2010) determined seven factors that are most frequently used in literature and, in
order to remain accurate, used focus groups of hotel managers to check if the factors that they have selected are
significant. The authors believe that reduction of costs, concentration on main company activities, flexibility,
pursuit of new technologies, pursuit of external knowledge and experience, avoidance of capital investments and
simplification of managerial work influence the implementation of outsourcing. Smuts et al. (2010) conducted
research in communication service sector and distinguished eight factors encouraging the implementation of
outsourcing: reduction of cost, flexibility, pursuit of new technologies, pursuit of external knowledge and
experience, optimisation of resources, simplification of managerial work, improvement of money flows, reduction
of the number of personnel. The research conducted by Lamminaki (2011) was based on scholarly theories and
distinguished ten most significant factors, such as: reduction of costs, flexibility, specialisation of service
provider, reduction or sharing of risk, example of competitors, avoidance of capital investment, opportunity for
rapid establishment or expansion, management of volatility and unpredictability, unpredictable activities, broad
scope of activities. When analysing bank services Jain, Natarjan (2011) concluded a list of outsourcing factors
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which was discussed with experts including senior bank managers, scholars and outsourcing service providers.
The key factors are the following: reduction of costs, concentration on main company activities, flexibility,
quality improvement, pursuit of new technologies, pursuit of external knowledge and experience, reduction or
sharing of risk, control of costs, pursuit to improve the effectiveness of activity, the replacement of fixed costs by
variable costs, simplification of managerial work.

Table 1. The determinants of the outsourcing factors

Factor determinants
@ 3 >
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Borodako et al. (2015), organization of meetings | + [ + + [+ |+ |+ |+ + + [+ + |+
Baytok et al. (2013), hotels + [+ |+ + + [+ |+ + + |+
Lamminaki (2011), hotels + |+ + + + + ]+ [+ +
Jain, Natarjan (2011), banks |+ [+ [+]|+]+ + + |+ + +
Wan, Yen-Lun Su (2010), hotels + [+ + + [+ + +
Smuts et al. (2010), communication services + |+ |+ |+ + |+ + |+
Lam, Han (2005), hotels ++ |+ [+ ]|+ + + + |+

Source: authors

The table shows that within the period of ten years the authors have usually analysed hotel services. However,
irrespective of the services, all the authors determined that first of all, companies were encouraged to practice
outsourcing by the reduction of costs and flexibility. Although researchers have analysed different services, 7-13
factors prevail and the total of 27 factors, which are classified as internal company factors, is provided in the
matrix. The authors of this article believe that previously presented theoretical outsourcing concepts remain
important when analysing and improving the results of service company activity as well as making decisions.
Based on the foregoing, the link between the groups of the distinguished theoretical concepts and factors that
influence the change of company activities can be observed. The first group consists of the factors which have
been determined by conducting scholarly research and which are related to economic indicators: reduction of
costs, flexibility, pursuit of new technologies, pursuit of knowledge and experience, reduction and sharing of risk.
The factors in the second group are related to the main activity of the company and its management: concentration
on main company activities, specialisation of service provider, quality improvement, optimisation of resources,
simplification of managerial work. The third group includes such factors which have been distinguished only in
the conducted research. Scientific works of other scholars on outsourcing of services were systemised in
accordance with the researchers’ point of view to external determinants and their components. Such researchers
on service sector as Espino-Rodriguez, Ramirez-Fierro (2017), Ikediashi, Okwuashi (2015) Assaf et al., (2011),
Gewald, Dibbern (2009) used all the factors determined in the research and attempted to systemise and group
them accordingly (refer to Table 2). When analysing the aspects of outsourcing in bank sector with IT-related
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services, Gewald, Dibbern (2009) emphasised eight factors that influence the implementation of outsourcing and
grouped them into: cost-related, main activity-related, related to the need for specialised resources and

improvement of quality.

Table 2. The purpose of outsourcing factors

Assaf et al. (2011)
Educational services

Author, Factor groups Purpose
services
Tactical To work more efficiently, meet the need for staff that urgently occurred, reduce costs, increase
actical o
Espino-Rodriguez, profitability.
Ramirez-Fierro Management has more time to perform tasks, can better perform tasks, company employees can
(2017) perform more tasks, the organization can concentrate on core activities, more works are completed
Hotel services with less effort, a possibility to have high qualification employees with a lot of experience presents,
provides a possibility to have more time which is allocated for other jobs, provides a possibility to
Strategic improve services.
£ . To reduce costs, reduce capital investment, reduce costs for non-core activities, take advantage of the
conomic outsourcing provider cost effectiveness system, reduce costs by increasing performance.
To focus on key activities, improve strategic positions, increase flexibility, diversify resources, manage
Ikediashi. Okwuashi |Strategic demand fluctuations more efficiently, compare internal results with others, play with privatization
(2015) trend, share risk, and limit the number of employees.
Health careand  ||nnovations To get access to new products and services, gain skills, experience and ideas, gain technology that is
social service not available in the company, react faster to new needs.
Quality To improve productivity standards, improve service quality, and improve mutual trust with customers.
Temporal To improve timely provision of services. Lack of time to buy tools and equipment.
Social To increase shareholder satisfaction, improve customer relations, improve employment relations,
improve social responsibility of the company (SRC), create jobs for the local community.
Economic To reduce total costs, replace fixed costs with floating ones, improve cash flows, infusion of money,
make capital funds more accessible to core activities, and increase economic effectiveness.
Focus on the core activities, acquiring of global capabilities, freeing of resources for the core
Strategic activities, sharing the risk with the service provider, lack of internal resources, to improve the

flexibility, adapt to dynamic market changes, strategic alliances with the service provider, regulations
governing outsourcing practice.

Technological

To gain flexibility with changing technologies, initiate innovative ideas and techniques, uncertainty of
technology demand, the need for specific experience, the aim to acquire new skills or technological
knowledge.

To improve the quality of services, improve quality requirements, gaining of a competitive advantage

Quality by improving service quality, the improvement of trust and competence.
To save time intended for management, reduce management workload, the need for specialized
Management management, increased implementation speed, functions with that are difficult to manage,
consolidation and decentralization.
Functional

Characteristics

Complexity of functions, function integration and structure.

Gewald, Dibbec
(2009)
Financial services

Costs

Reduction of costs, optimizing of costs intended for performance-related programming, replacement
of fixed costs with floating ones

Core activities

Separation of the performance of non-core activities, redirection of management focus at the core
activities, redirection of technical systems at core activities.

Specialized resources

The pursuit of knowledge and skills of professionals, access to better IT systems.

Quality
Improvement

To improve process monitoring and improvement, to reduce the probability of malfunctions and
errors.

Source: authors

349



http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2018.6.1(21)

The International Journal

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2018 Volume 6 Number 1 (September)
http://doi.org/10.9770/jesi.2018.6.1(21)

When analysing the application of outsourcing in universities Assaf et al. (2011) identified 38 factors that
influence the application of outsourcing and divided them into the following groups: economic, strategic,
technological, quality, management, and function characteristics. Strategic factors enable the organisation to
receive greater benefits related to the long-term goals of the company. Management factors encompass all the
factors that influence the results of service activities and management and are related to the stages of product
creation, control and implementation. Economic factors are related to the generation of profit, since outsourcing
enables organisations to create the services cheaper than their competitors. Technological factors concern the
acquisition of skills, technology, processes and methods, while quality factors deal with the satisfaction of
customers’ needs and improvement of product quality. Function characteristics factors include functions that
should be carried out externally (Assaf et al. 2011). In the later studies, the above-mentioned factor groups have
been invoked by other researchers on service sector: Gbadegesin, Babatunde (2015) researched universities,
Suweero, Moungnoi, Charoenngam (2017) studied commercial sector and building maintenance services.
Scholars Suweero, Moungnoi, Charoenngam (2017) used six groups of outsourcing factors which have been
described by Assaf et al. (2011) and added the factors that are specific to the building maintenance services, thus
concluding a list consisting of 56 components.

Ikediashi, Okwuashi (2015), who studied patient services in healthcare system, concluded a list of 65 components
that influence the implementation outsourcing and divided them into eight groups: cost/economic, strategic,
innovation, income, quality, time, social, other. Having conducted a pilot test in hospitals, the scholars shortened
the list to 31 components and divided them into 5 groups: cost/economic, strategic, innovation, quality, time and
social.

When conducting their research related to outsourcing in hotels and having analysed the works of other scholars
as well as outsourcing factors used in prior empirical researches, Espino-Rodriguez, Ramirez-Fierro (2017)
distinguished two groups, i.e. tactical and strategic, which consist of 12 factors.

Table 2 provides the goals that hotels, healthcare and social service, education and finance service companies
pursue by practicing outsourcing. The data show that different services and their characteristics determined
different factor groups and company goals. It should be noted that in the majority of cases the service providers
related to the public wellbeing and the improvement of people’s quality of life, such as healthcare, social service
and education service providers aim at improving their activities. The majority of goals of such services coincide
and are economic, strategic, innovation and quality, which are oriented towards the decision-making levels of
service companies and related to the improvement of activities. The authors’ research results show that the goals
of all service companies include internal factors and only education companies aim at their development and
reaching of goals, which are oriented towards external environment and are related to the integration of functions,
adaptation to the changing market and acquisition of international capacity.

The empirical research carried out by other scholars can be categorised based on Assaf et al. (2011) methodology
(Table 3), thus revealing the most significant factors that influence outsourcing. It can be observed that the most
significant groups among service companies are strategic and economic factor groups. However, the claim of
Arias-Aranda et al. (2010) that outsourcing should be viewed as a means of flexibility, the benefit of which is
seen in the long term, rather than the means of cost reduction, whose benefit is observed in the short term, is to be
taken into account.

Table 3. The components of factors that influence the implementation of outsourcing on services
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Author, field of
research

Factors

Economic

Strategic

Technological

Quality

Management

Espino-Rodriguez,
Ramirez-Fierro (2017),
hotels

Cost reduction, increase of
profitability

Efficiency, unexpected need
of personnel

Borodako et al,. (2015),
organizers of business
meetings

Efficiency, flexibility

Quality improvement

Ikediashi, Okwuashi
(2015), hospitals

Improving of performance
standards and service
quality

Ensurance of a timely
service provision

Yildiz, Damire (2014),
hotels

Reduction of general and
employee-related costs

Investment risk reduction
and flexibility

Sani A. et al. (2013),
hotels

Reduction of operational
costs

Internal resource
optimization, Reputation
of outsourcing provider

Experience of outsourcing
provider

Baytok et al. (2013),
hotels

Reduction of costs

The pursuit of new
technologies, service
provider specialization

Quality improvement

Lamminaki (2011),
hotels

Reduction of costs,
avoiding of capital
investments

Flexibility, ability to
quickly form and expand

Assaf et al. (2011),
educational services

Risk Sharing

Improvement of quality
requirements

Reduction of
implementation time

Jain, Natarjan (2011),
banks

Importance of core
competencies

Access to new skills and
new technologies

Focus on customer service

Smuts et al. (2010),
communication services

Reduction of costs

Flexibility, better resource
compatibility with the
needs

Better access / to more
resources

Gewald, Dibbern
(2009), banks

Cost optimization

Process monitoring and
improvement, error
reduction

Improvement of the
management of core
activities

Lam, Han (2005), hotels

Cost reduction, increase of
income

Risk reduction, resource
optimization

Source: authors

Sani et al. (2013) applied outsourcing models of hotel services and complemented this point of view by claiming
that outsourcing allows improving the quality of outsourced activities, as they are carried out by companies
specialising in specific activities, while hotels are able to concentrate on their main activities thus improving their
guality. The table shows that the majority of empirical researches have been conducted in hotels, which is
determined by the fact that the scope of tourism-related services is growing. An important position of the
researched fields is assumed by the service quality, prompted not only by an increasing amount of attention to
customers, but also by service quality requirements. Scientific research revealed that economic and strategic
factors dominated among the most significant factors encouraging outsourcing in service companies.
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The analysis showed that the development of outsourcing is affected by both environmental changes that are
independent from the organisation and internal decisions related to the activity of the organisation and its
improvement. When analysing scholarly research, it can be observed that scholars analyse the internal factors that
influence the development of outsourcing in two ways: by emphasising the factors that are most frequently found
in the literature and by attempting to encompass all the factors that were found and dividing them into separate
groups. Since scholarly literature does not exclude the factors that are specific to outsourcing in service
companies, researches conducted in separate service company groups have been analysed. Having conducted this
analysis, the conclusion has been reached that strategic and economic factors influence the development of
outsourcing of services the most.

Conclusions

The change and development of outsourcing has been defined in scholarly literature by employing a variety of
scientific theories, which aim at finding the basis of outsourcing and its development factors. Provided theories
were divided into three groups: theories related to economic and cost reduction decisions of the companies,
theories related to strategic management and theories related to collaboration and development decisions.
Transaction cost theory, resource-based view theory, research dependency theory and the theories belonging to
the third group can be considered the most significant and applicable theories in the context of the future
researches on outsourcing. It is noteworthy that the significance of the third theory group is increasing as
transaction cost theory, resource-based view theory and research dependency theory are used as a basis of
outsourcing, however, the latest research shows that outsourcing has underwent development and transformation
(related to restructuring and partnership). Therefore, the third theory group serves as a basis of outsourcing
development factors at certain levels of collaboration. Theoretical concepts related to the expectations of service
providers and receivers, change of service quality and use, will continue to be modelled and verified alongside
classical innovation diffusion theory.

Although service sector researches emphasise that cost reduction should not be considered the key reason of
outsourcing, while based on the results of empirical researches economic factors prevail, we believe that the scope
of outsourcing will increase, while the service quality parameters will become the most important when
expanding the activities of companies and striving for competitive advantage.

The benefit and growth of service outsourcing is unquestioned. Although the determined groups of outsourcing
factors are sufficiently clear, a varying and large number of components (up to 65) burdens the identification of
general and specific tendencies of outsourcing development. Furthermore, assessment and comparison of
outsourcing among different countries and regions is not possible due to the limited spread of empirical
researches (covering only a few service groups according to the WTO) and its results. Therefore, further research
in this direction would be useful.
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