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ABSTRACT KEYWORDS

This study adopts a contextual approach to understand the HRM actors; devolution;
prominence of HRM department specialists, outsourced HRM HRM outsourcing; HRM
service providers and line managers in the HRM function. department; economic
Drawing on resource dependence theory and research on  Complexity; time

the professionalisation of HRM, we look at how national eco-

nomic complexity (EC) and the passage of time shape the

need for these actors in an organisation’s HRM. Our analysis

is based on Cranet data from five survey rounds conducted

between 2000 and 2022, covering 30,651 organisations

across 54 countries. Our results show that higher levels of EC

are associated with smaller HRM departments, less devolu-

tion and greater outsourcing of non-core HRM activities.

Over time, HR staff ratios and outsourcing of non-core and

core HRM activities increase, while devolution declines.

Interestingly, we also observe that the negative effects of EC

on HR staff ratios and devolution are eventually reversed.

This suggests that in more complex economies, the promi-

nence of all HR actors increases over time, which reflects a

growing organisational commitment to managing people.

Our findings highlight how economic and temporal contexts

shape the HRM function.

Introduction

The responsibility for managing people (i.e. the HRM function) is com-
monly distributed across different units and enacted by a diverse set of
actors both within and outside the organisation. These include HR spe-
cialists in the HRM department, line managers in other units and exter-
nal HRM service providers, such as those handling recruitment and
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selection, training and development or consultancy in specialised HRM
tasks (Valverde et al.,, 2006). While there is extensive literature on the
complementary HRM roles of HR professionals and line managers
(Gilbert et al., 2011; Trullen et al., 2016; Wach et al., 2021), as well as
on HRM outsourcing (Xiao et al., 2024), fewer empirical studies address
the role of all three actors together and their collective importance in
delivering HRM (e.g. Delmotte & Sels, 2008). With some exceptions (e.g.
Mayrhofer et al., 2011), there is also a dearth of research that looks at
how their presence and importance within the HRM function evolve
across different periods (Lazarova & Reichel, 2023). Although the distri-
bution of HRM responsibilities is an internal, largely idiosyncratic deci-
sion made by organisations and, therefore, mainly subject to management
prerogative (Purcell, 1991), research on contextual and comparative HRM
(Mayrhofer et al,, 2019) suggests that the national context significantly
influences these decisions.

We examine the impact of external context on the relevance of three
key actors in HRM: HRM department professionals, line managers and
outsourced HRM service providers. To this end, we draw on resource
dependence theory (RDT; Pfeffer & Salancik, 2003), one of the most
widely used theories for understanding how organisations respond to
their external environment (Hillman et al, 2009) and a theory with
strong explanatory power (Combs et al., 2011; Drees & Heugens, 2013).
More generally, RDT conceptualises organisations as open systems that
rely on external resources for survival and success. However, these
resources are often controlled by external actors. As a result, organisa-
tions take actions to manage external dependencies that shape inter- and
intra-organisational power and influence organisational behaviour
(Hillman et al, 2009). From an RDT perspective, the extent to which
internal HRM professionals, line managers and external HRM vendors
assume responsibilities in the HRM function depends, in part, on the
external environment and the degree to which human capital and its
management are critical resources for organisational survival.

Specifically, we propose that economic complexity, broadly defined as
a nation’s capability to produce diverse goods and services (Hidalgo,
2021; Hidalgo & Hausmann, 2009), influences the extent to which people
management becomes a critical resource for organisational survival,
thereby influencing how the HR function is structured. Furthermore,
drawing on RDT’s conceptualisation of organisations as open systems, we
expect that the allocation of HRM responsibilities among internal and
external actors evolves alongside shifts in stakeholder legitimacy and
power. In particular, we argue that the progressive professionalisation of
HRM over time (Syrigou & Williams, 2023) has important implications
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for the configuration of the HR function, particularly regarding the roles
assigned to each actor.

Against this backdrop, we pose the following research questions: How
does a country’s economic complexity influence the importance of the HRM
department, HR outsourcing and devolution? How do these evolve over
time? And does time moderate the relationship between economic complex-
ity and these variables? We investigate these questions by using data from
30,651 organisations across 54 countries over the span of up to 20years.

Thus, we contribute to multiple streams of the international and com-
parative HRM debate. First, we broaden the explanatory scope of HRM
research by incorporating insights from related fields, such as economics,
to better account for the external context of HRM, as suggested by pre-
vious studies (Grimshaw & Rubery, 2008; Kaufman, 2016). These authors
emphasise the need for HRM research to integrate economic theories in
their explanations and argue that the field has traditionally relied on the-
oretical explanations rooted in psychology, organisational behaviour and
internally focused resource-based strategies. From a contextual perspec-
tive (Parry et al, 2021), economic explanations are useful because they
complement other macro-level influences grounded in sociology, such as
the role of institutions (Gooderham et al., 2015). While institutional the-
ory remains relevant, it primarily focuses on firms pursuit of external
legitimacy and overlooks the pressures that organisations face from their
task environments (Oliver, 1991). These pressures are connected to prod-
uct markets and technological factors (Trullen et al., 2024; Farndale &
Paauwe, 2018). Accordingly, we argue that a focus on economic complex-
ity can provide deeper insights into organisations’ competitive macro-level
context and its impact on HRM decisions.

Second, we highlight the role of time as a key contextual variable
(Mayrhofer & Gunz, 2023). Time has been systematically underempha-
sised in HRM research (Boon, Jiang, & Eckardt, 2025), which is par-
ticularly striking given the dynamic nature of HRM practices and the
organizing of the HRM function (Keegan et al., 2018; Mayrhofer et al,,
2011) and the growing interest in time-related factors across manage-
ment studies (Aguinis & Bakker, 2021; Bansal et al., 2025; Mitchell &
James, 2001; Pitariu & Ployhart, 2010). When addressed, time has been
examined in (comparative) HRM research primarily from two perspec-
tives. The first explores whether HRM practices tend to converge
across nations over time - what is referred to as the convergence
debate (Farndale et al., 2017; Mayrhofer et al., 2011). The second
focuses on understanding the duration and dynamics of HRM effects
on organisational outcomes (Boon et al., 2025). Less attention has been
paid to other HRM key issues, such as the organisation of the HRM
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function (Keegan et al., 2018) or the prominence of different HRM
actors, such as line managers (Mayrhofer et al., 2011), over time, which
is the focus of this research. Following Boon et al. (2025), more empha-
sis is needed on studies that explore how different aspects of the tem-
poral context (e.g. technological advancements, societal trends) shape
HRM in organisations.

Finally, we contribute to the literature on HRM as a multi-actor func-
tion (Bos-Nehles & Meijerink, 2018; Bos-Nehles et al., 2021; Najeeb,
2013; Valverde et al., 2006) by examining the role of three distinct HRM
agents: the HRM department, line managers and external HRM service
providers. This paper aims to provide a better understanding of what
shapes the HRM function in organisations worldwide and how this
evolves over time by addressing an important blind spot highlighted by
prior research (Intindola et al., 2017; Kurdi-Nakra et al., 2022).

Theoretical background and hypotheses

Empirical evidence from international and comparative HRM literature
shows that the presence and role of different HRM actors vary in prom-
inence, assuming different levels of influence depending on national con-
texts and specific points in time (Brewster et al., 2006, 2015; Lazarova &
Reichel, 2023).

Regarding line managers, the idea of devolution, a central tenet in the
advent of strategic HRM (Beer et al., 1984; Torrington & Hall, 1996), has
led organisations to experiment with delegating HRM responsibilities in
the 1980s (Schuler & Jackson, 2005). In more recent decades, however,
some European countries have shown signs of reversing this trend and
gradually shifted HRM responsibilities away from line managers and back
to HR specialists (Mayrhofer et al.,, 2011). In the HRM domain, research-
ers have studied how much HR work should be delegated to line manag-
ers (from Hall & Torrington, 1998; Kim & Kehoe, 2022), what type of HR
work is subject to delegation, primarily the implementation of HRM pol-
icies (Hewett et al., 2024), but also major HRM decisions (Hassan et al,
2024), and which levels of line managers, from front-line to senior, are
engaged in HRM work (Kurdi-Nakra & Pak, 2023, Mirfakhar et al., 2022).
Collectively, this body of research has produced substantial literature on
devolution (i.e. the transfer of HRM responsibilities to line managers) and
its variation across countries and country clusters (Holt Larsen & Brewster,
2003; Mayrhofer et al., 2004). Theoretically, research on this topic has
largely relied on institutional arguments (e.g. differences in labour rela-
tions systems, the role of employment legislation, cultural differences) to
explain cross-country variations in devolution (Brewster et al., 2015a;
Gooderham et al, 2015). More recently, additional factors linked to
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competitive pressures (e.g. market growth) and organisational characteris-
tics (e.g. size or firm ownership) have been included as antecedents of
devolution (Trullen et al., 2024).

Regarding HRM outsourcing, Mol et al. (2014) identified differences
between countries, but institutional explanations alone failed to account
for them. Over time, some countries have shown a steady increase in the
use of outsourced HR providers (e.g. Gottardello & Valverde, 2018 in
Spain). While global organisational engagement in HRM outsourcing has
expanded, the volume and intensity of outsourced tasks have not neces-
sarily increased proportionally (Lazarova & Reichel, 2023). As with devo-
lution, the predominant assumption is that internal HR specialists would
focus more on strategic matters when non-core tasks are outsourced
(Cooke et al., 2005), and fewer people would be needed in the HRM
department. However, Szierbowski-Seibel and Kabst (2018) found that
both the degree of HR outsourcing and the relative size of the HRM
department were positively correlated across three rounds of data span-
ning 10 years. Overall, we still lack data on the extent to which organi-
sations use outsourcing and whether its prevalence increases (Lazarova &
Reichel, 2023). In addition, most studies on outsourcing remain at the
organisational level of analysis, with very few examining effects at the
societal or institutional level (Xiao et al., 2024).

Along similar lines, the role of HRM specialists and the corresponding
size of the HRM department have been linked to national and regulatory
contexts. In this regard, alongside sector and size, the relative number of
HR employees varies according to national business systems (Whitley,
1999). For example, corporatist countries — those with a strong emphasis
on training, active state interventionism in the labour market, and high
levels of job security - such as Denmark or the Netherlands, tend to
have larger HRM departments with a more strategic role (Brewster et al.,
2006) compared with other countries like the UK or the US. Consistent
with these studies, there are clear differences between countries in how
they allocate HRM activities among HRM agents (Bowen et al., 2002).
The role and size of the HRM department have fluctuated over time
(Cayrat & Boxall, 2023).

Across studies on these three HRM actors, some common trends emerge
in the literature: First, as recently pointed out (Trullen et al., 2024; Xiao
et al., 2024), most research - especially regarding devolution and outsourc-
ing - remains focused on organisational-level explanations (e.g. line man-
agers’ lack of HRM knowledge as a predictor of devolution or insufficient
time and resources for the HR team as a reason for outsourcing). However,
these studies often fail to sufficiently contextualise these decisions at
broader levels of analysis, such as industry trends or institutional pressures.
For example, in a review of the devolution literature, Intindola et al. (2017)
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acknowledge that most factors affecting devolution fall under the discre-
tion of top management and can therefore be changed. As a result, little
attention is paid to more distal contextual factors, such as country-level
power distance (Gooderham et al, 2015), which may influence organisa-
tional actors’ decisions to transfer HRM activities to line management, sig-
nificantly shaping devolution patterns in organisations. Second, there are
very few longitudinal or quasi-longitudinal studies examining the shifting
roles of different actors in the HRM function.

To address some of these shortcomings, we investigate our research
questions through the lens of resource dependence theory (Pfeffer &
Salancik, 2003) and adopt a quasi-longitudinal approach. RDT examines
organisations’ behaviour in relation to their external environment
(Hillman et al., 2009) and assumes that organisations seek to secure
external resources by adopting measures - including inter-organisational
arrangements - to reduce reliance on external resources and thereby
increase their own autonomy (Pfeffer & Salancik, 2003, p. xxxiii). While
these measures and their theorisation mostly focus on inter-organisational
arrangements, such as mergers and acquisitions or strategic alliances,
building crucial resources internally (e.g. by insourcing core activities)
can also serve as a strategy to reduce dependencies (Doellgast & Gospel,
2010; Farndale et al., 2009; Lacity & Willcocks, 1998). Insourcing may
effectively mitigate focal organisational resource dependencies by reduc-
ing organisations’ reliance on external parties. It also has clear implica-
tions for intra-organisational power (Pfeffer, 1992; Pfeffer & Salancik,
1977), as units most capable of addressing the organisation’s critical
problems or uncertainties are more likely to hold power and influence
(Pfeffer & Salancik, 1977). In the following, we draw on RDT to hypoth-
esise how economic complexity and the professionalisation of HRM over
time may influence the prominence of different actors in the HRM func-
tion (HR professionals, line managers and HRM outsourcing to vendors).

Economic complexity and HRM actors

The rapid development of industries through technology and innovation,
the wave of globalisation driving the internationalisation of work and
foreign operations and the increasing level of competition have had a
strong impact on HRM (Ambos et al., 2020; Farndale et al., 2010;
Farndale & Paauwe, 2018). Some scholars have linked broad economic
orientations to HRM, such as the influence of liberal and coordinated
economies (Farndale et al., 2017) or the application of theoretical and
empirical models from international trade and economic geography to
explain HRM divergence between countries (e.g. Kaufman, 2016).
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One aspect of the national economic landscape that has gained increas-
ing attention in other fields, such as economics (Balland et al., 2022) and
geography (Gao et al., 2021), is a nation’s economic complexity. According
to Hidalgo (2021), economic complexity (EC) represents the sophistica-
tion of a country’s productive structure or capability. EC corresponds to
non-tradable inputs or capabilities that determine a country’s productiv-
ity level (Hidalgo & Hausmann, 2009; Zhu & Li, 2017). As Hausmann
et al. (2013: 18) explain, ‘Complex economies are those that can weave
vast quantities of relevant knowledge together, across large networks of
people, to generate a diverse mix of knowledge-intensive products.
Simpler economies, in contrast, have a narrow base of productive knowl-
edge and produce fewer and simpler products, which require smaller
webs of interaction. Because individuals are limited in what they know,
the only way societies can expand their knowledge base is by facilitating
the interaction of individuals in increasingly complex webs of organiza-
tions and markets. In sum, the core idea behind economic complexity is
that sophisticated economies are more diverse and export products and
services that, on average, have low ubiquity, as only a few countries can
offer these sophisticated products or services. Therefore, higher levels of
EC are associated with higher productivity, greater levels of income (e.g.
GDP per capita) and economic growth (Zhu & Li, 2017). Furthermore,
research on EC has examined its effects on the division of labour and
the distribution of knowledge (Botta et al., 2022; Neftke, 2019).

These insights raise intriguing questions about EC’s implications at the
organisational level, especially regarding human resource management
and responsibility allocation. We argue that complex economic environ-
ments are characterised by greater innovation, knowledge intensity, and
uncertainty. In such environments, human capital and the ability to
effectively manage it become increasingly critical for firm survival
Following RDT, successful organisations in countries with higher levels
of EC depend on HRM professionals to design and implement innovative
HRM systems that attract, develop and retain talent. Key HRM issues,
such as talent pipelines, leadership development programs and global
mobility decisions, are likely to become more critical in organisations
embedded in complex economies. This requires a greater number of HR
specialists, as they combine knowledge of the latest trends in the profes-
sion with an in-depth understanding of their local organisational context
(Syrigou & Williams, 2023). Hence, we propose:

Hypothesis 1: Economic complexity will be positively associated with the relative
size of the HRM department (HR staff ratio).

In line with RDT, economic complexity is also likely to influence the
degree and type of HRM outsourcing. A common way that HRM
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departments reallocate resources to concentrate on higher-value tasks is
by externalising repetitive and non-core HRM activities (Nguyen &
Chang, 2017). This enables HR professionals to focus on developing
more strategically oriented HRM policies and practices, while external
specialists handle non-core activities with a high degree of expertise, spe-
cialisation and professionalism (Lazarova & Reichel, 2023). By contrast,
organisations may also choose to externalise highly complex HRM activ-
ities to benefit from the specialist know-how of HRM vendors (Sparrow
& Braun, 2008). While empirical evidence remains inconclusive on
whether complexity reduces or increases outsourcing, following RDT, we
assume that organisations operating in complex environments adapt by
insourcing core activities and outsourcing non-core activities. This allows
them to gain autonomy and reduce the risk of transferring key HRM
activities to external actors over whom they have less control. Considering
this theoretical argument, we propose the following hypotheses:

Hypothesis 2 a: Economic complexity will be positively associated with outsourcing
non-core HRM activities in organisations.

Hypothesis 2 b: Economic complexity will be negatively associated with outsourc-
ing core HRM activities in organisations.

Finally, the fact that organisations both increase their autonomy by
insourcing people management activities and expand the size of their HR
staff also holds implications for their reliance on line managers as part
of the HR function. According to RDT, the units or actors that solve
contingencies critical for organisational survival are the ones that retain
more internal power (Pfeffer & Salancik, 1977). This means that in com-
plex economies, HR specialists are likely to acquire greater internal power
and status as problem solvers. Pfeffer and Salancik (1977, p. 19) further
acknowledge that dominant coalitions will try to institutionalise their
own power by creating units, roles, and positions in the organisation that
make their expertise necessary. Accordingly, HRM specialists will be
reluctant to share or transfer their expertise in people management to
other internal stakeholders, such as line managers. Indeed, it is rec-
ognised that the HR profession faces problems of legitimacy and per-
ceived substitutability of its knowledge (Galang & Ferris, 1997; Reichel &
Lazarova, 2013), which means that in contexts where HR knowledge is
more relevant, the HRM department will have the incentive to position
itself as a key strategic player (Pfeffer & Salancik, 1977, Ananthram &
Nankervis, 2013; Galang & Osman, 2016) vis-a-vis other actors. While
assigning more routine and operational activities to line managers (or
outside vendors) may be possible and even desirable in contexts where
HRM decisions have greater strategic implications, these decisions are
likely to remain with HR experts. Hence, we expect that:
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Hypothesis 3: Economic complexity will be negatively associated with the assign-
ment of HRM responsibilities to line managers (i.e. devolution).

Time and HRM actors

Following RDT’s focus on open systems, we must also acknowledge that
environments are not static and that organisations will cope with uncer-
tainties in different ways at different points in time. The value attached
to human capital can vary not only across national economies but also
as time passes. Similarly, the prominence of HR specialists, line managers
or expert HRM outsourcing providers may also vary historically. In this
study, we argue that the progressive professionalisation of HRM
(Kirkpatrick & Hoque, 2022) will also influence the extent to which
firms increase the size of their HRM department, outsource core and
non-core HR activities and transfer HRM responsibility to the line. To
capture these temporal dynamics, we adopt Pitariu and Ployhart (2010)
conceptualisation of time as a dynamic force that shapes the co-evolution
of multiple organisational constructs. This approach allows us to examine
how changes in EC influence changes in organisations (such as outsourc-
ing decisions) across multiple survey rounds, thereby potentially reveal-
ing temporal patterns in these effects.

Professionalisation can be understood as the process by which certain
occupations seek to achieve professional status and recognition (Syrigou
& Williams, 2023). While HRM is not directly comparable to traditional
professions such as law or medicine, which have strict entry barriers like
mandatory degrees, licensing exams, and professional certifications
required to practice, it has gained legitimacy as an ‘organizational profes-
sion’ (Syrigou & Williams, 2023). First, the rise of discourse around stra-
tegic HRM, with its promise to link HRM systems to business
performance, transformed the nature of the profession. The shift moved
organisations away from ‘personnel departments, which mostly had a
short-term focus on cost minimisation, toward embracing HRM as a key
organisational capability (Beer et al., 2015; Wright, 2008). With the
advent of strategic HRM (SHRM), HRM departments started focusing on
areas such as talent management, culture change and leadership develop-
ment, which enhanced their professional status (Higgins et al., 2016).
The rise of SHRM also coincided with discussions around HR roles and
the introduction of the business partnering model (Ulrich & Brockbank,
2005). This model argued that HR professional status increased when
HR practitioners adopted a more managerial mindset and aligned them-
selves with external trends and demands. It proposed an ‘outside/inside’
approach, in which HR professionals consider the business context and
stakeholders as part of their leadership in people management within
organisations (Ulrich & Dulebohn, 2015).
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Another key aspect of the professionalisation of HR has been the pro-
liferation of HR professional associations around the world and the role
of leading associations (both historically and by membership) in the UK,
the US and Canada in increasing the profession’s legitimacy (Pohler &
Willness, 2014). These associations have created a professional commu-
nity and a sense of identity (Farndale & Brewster, 2005), establishing
common standards and codes of conduct, providing a recognised body
of knowledge and core competencies and regulating training and certifi-
cation standards for practice (Cohen, 2015). Despite marked differences
across countries, and the fact that institutionalised HR certifications are
not mandatory qualifications for becoming an HR professional, these
associations have increasingly pressured practitioners to obtain member-
ship and credentials as a means of accessing the job market (Gilmore &
Williams, 2007; Pohler & Willness, 2014). Finally, the professionalisation
of HR has also been associated with increasing expertise needs in areas
like employment law and the management of workplace conflict more
generally (Kirk, 2021; Roper & Higgins, 2020). Solving problems in these
areas in ways that reduce the likelihood of employment tribunal claims
has become a key non-substitutable resource held by HR practitioners
vis-a-vis other actors.

Overall, although to varying degrees, the arguments above suggest that
HR has become increasingly professionalised. This has enhanced the
legitimacy of HR specialists in the eyes of other organisational stakehold-
ers, which is a key aspect of any professionalisation endeavour (Pohler &
Willness, 2014). Following RDT, organisations will be more likely to rely
on HR specialists when they perceive them as legitimate actors capable
of reducing the uncertainty surrounding people management problems.
Moreover, given the increasing volume, breath and complexity of HRM
tasks, more specialists will be needed in the HRM departments. Hence,
we expect that organisations will have increased the number of HRM
professionals through the years.

Hypothesis 4: The relative size of the HRM department (HR staff ratio) increases
over time.

Regarding outsourcing, two parallel trends can be discerned. On the
one hand, the professionalisation of HRM is accompanied by an increase
in the number of vendors offering specialised HRM services and having
the requisite knowledge and expertise. The limited availability of HR out-
sourcing providers in the external markets may increase the potential
cost of opportunistic behaviour due to market monopolies (Xiao et al,
2024). Hence, HR professionalisation and the associated increase in HR
outsourcing providers mean that organisations will have more options to
choose from and greater incentives to contract these services. On the
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other hand, the increasing relevance of HR also means that, following
RDT, organisations will benefit from insourcing their core or more stra-
tegic HRM activities, despite the availability of external vendors. Therefore,
we expect:

Hypothesis 5 a: Outsourcing of non-core HR activities will increase over time.

While we assume that:

Hypothesis 5 b: Outsourcing of core HR activities will decrease over time.

Finally, the professionalisation of HRM is expected to have an impact
on the role played by line managers in HRM delivery. Following RDT, the
increasing relevance of HR specialists is also likely to be negatively asso-
ciated with devolution, as HR professionals will have incentives to insti-
tutionalise their positions in organisations and avoid transferring their
responsibilities to other actors. The growing relevance and complexity of
people management issues mean that line managers will be less prepared
to handle these challenges, particularly in workplace conflict resolution
and legal matters (Roper & Higgins, 2020). Despite the ‘business partner-
ing’ hype of the first decade (Ulrich & Brockbank, 2005) - which none-
theless contributed to and ran parallel with the professionalisation of
HRM - Syrigou and Williams (2023) argue that professional legitimacy
gains are directly linked to HR professionals’ ability to solve not only
strategic issues but also transactional and operational problems encoun-
tered by managers. From this perspective, the rise in prominence of the
HR profession over time is likely to reduce the role of line managers in
HRM. Hence, we also expect that:

Hypothesis 6: The assignment of HRM responsibilities to line managers (i.e. devolution)
will decrease over time.

Effects of economic complexity over time

Previous discussions on EC, the professionalisation of HRM, and RDT
suggest that the effects of EC on the HRM function are likely to inten-
sify over time. We argued that EC will be associated with larger HRM
departments, the insourcing of core HR activities, the outsourcing of
non-core HR activities and a reduced involvement of line managers. At
the same time, the professionalisation of HRM over time indicates simi-
lar trends, with HR specialists playing an increasingly significant role.
Taken together, these trends indicate that the effects of EC on outcome
variables are likely to strengthen over time, as organisations in more
advanced economies gain greater access to professional HR workforces
and a larger market of specialist HR vendors. Thus, we also expect that:
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Figure 1. Research model.

Hypothesis 7: The effects of economic complexity on the relative size of the HRM
department, the outsourcing of non-core and core HRM activities and the devolution
of HRM activities to line managers will intensify over time.

Our overall research model is summarised in Figure 1.

Methods

Sample and measures

To test the hypotheses outlined, we draw on data from the Cranet net-
work (Parry et al., 2021). Cranet is one of the longest-running and most
comprehensive research efforts for collecting HRM-related data. Through
a quadrennial questionnaire, HRM managers or their equivalent repre-
sentatives in organisations with more than 100 employees are asked to
self-report factual questions about the policies and practices used in their
respective organisations and who is responsible for their delivery. For the
present study, we use five survey rounds between 2000 and 2022, cover-
ing up to 30,651 organisations across 54 countries. Table 1 illustrates the
countries included across the years.

We augment this database with secondary data on economic complex-
ity to examine how it affects the prevalence of each of the HRM actors
analysed. Specifically, we measure economic complexity by integrating the
yearly Economic Complexity Index (ECIL Hidalgo, 2021; Hidalgo &
Hausmann, 2009) in its third version, using the harmonised industry
classification and focusing on trade data (The Growth Lab at Harvard
University, 2019). We match this dataset to the Cranet data by aligning
the respective years. The ECI, published annually by Harvard University’s
Growth Lab and the MIT-affiliated Observatory of Economic Complexity,
has been widely used in various studies (e.g. Pinheiro et al., 2022;
Stojkoski et al,, 2023). Simply put, it assesses a country’s capability to
produce goods and services using economic and geographic data, such as
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Table 1. Organisations per country and year included in the analyses.

Year
Country 1999 2004 2008 2014/2015 2021/2022 Total
Australia 238 230 0 285 57 810
Austria 213 241 194 222 212 1,082
Belgium 238 208 205 134 57 842
Bosnia and 0 0 0 0 47 47
Herzegovina
Brazil 0 0 0 336 148 484
Bulgaria 141 144 127 0 0 412
Canada 0 376 0 0 146 522
Chile 0 0 0 0 64 64
China 0 0 0 0 291 291
Croatia 0 0 0 158 106 264
Cyprus 64 58 71 67 47 307
Czech Republic 171 70 52 0 0 293
Denmark 441 441 352 219 282 1,735
Estonia 107 86 48 81 69 391
Finland 281 289 125 175 120 990
France 366 134 147 140 0 787
GDR 207 0 0 0 0 207
Germany 463 309 376 258 379 1,785
Greece 118 169 201 170 188 846
Hungary 0 48 69 189 160 466
Iceland 0 m 90 85 102 388
Indonesia 0 0 0 76 0 76
Ireland 294 0 62 0 0 356
Israel 161 151 67 115 109 603
Italy 75 99 152 157 0 483
Japan 758 0 378 0 103 1,239
Latvia 0 0 0 67 27 94
Lithuania 0 0 102 145 120 367
Mexico 0 0 0 0 304 304
Nepal 0 98 0 0 107 205
Netherlands 216 338 70 0 121 745
New Zealand 0 178 122 0 0 300
Northern Cyprus 15 16 29 0 0 60
Northern Ireland 136 0 0 0 0 136
Norway 350 157 920 173 154 924
Poland 0 0 0 0 54 54
Portugal 156 0 0 0 0 156
Romania 0 0 0 0 185 185
Russia 0 0 31 214 0 245
Serbia 0 0 36 135 104 275
Slovakia 0 164 254 221 107 746
Slovenia 184 156 205 181 149 875
South Africa 336 0 154 m 0 601
Spain 269 115 0 98 191 673
Sweden 327 375 275 275 532 1,784
Switzerland 151 217 115 211 171 865
Taiwan 338 0 205 0 0 543
Tunisia 48 150 0 0 0 198
Turkey 213 135 0 135 83 566
Uruguay 1,027 977 138 207 223 2,572
Great Britain 0 0 0 0 34 34
United States 0 207 324 413 318 1,262
Uzbekistan 0 0 0 0 94 94
Venezuela 0 0 0 0 18 18
Total 8,102 6,447 4,866 5,453 5,783 30,651

trade data (i.e. product exports, for the precise estimation, see Hidalgo &
Hausmann, 2009). The ECI measures the complexity of an economy indi-
rectly by examining the diversity and sophistication of a country’s exports.
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Economies with higher ECI scores export a broader array of sophisticated
goods that are less commonly found on the global market and are typi-
cally produced in countries with highly diversified economic structures
(e.g. microchips). By contrast, countries with lower ECI scores tend to
export a narrower range of more ubiquitous products (e.g. commodities).
This approach helps to distinguish the intricacies of economic structures
across different countries by evaluating both the variety and the exclusiv-
ity of their exported goods. Theoretically, as they are standardised, ECI
values range from -4 to +4. However, in 2021, the observed values
ranged from —1.95 (Chad) to 2.09 (Japan), while in our matched sample,
they ranged from —1.08 (Venezuela) to 2.09 (Japan).

We argue that the ECI effectively captures environmental uncertainty,
a central concept in RDT, as high economic complexity signifies a
dynamic environment where organisations must secure the critical
resource of know-how by leveraging their human resource management
function.

The data from the Cranet survey are used for the remaining variables.
The relative size of the HRM department is operationalised as the HR
staff ratio, calculated by dividing the number of people in the HRM
department by the total headcount (Brewster et al., 2006; Szierbowski-Seibel
& Kabst, 2018).

In line with our hypotheses and recent suggestions (Lazarova &
Reichel, 2023), we split outsourcing into core and non-core activities. Both
were measured by aggregating the responses of HRM professionals who
self-reported “To what extent do you outsource the following areas to
external providers?” for three and four items', respectively, using a
five-point Likert scale ranging from ‘0 - not outsourced’ to 4 - com-
pletely outsourced’. Core activities included recruitment and selection, as
well as training and development. Non-core activities comprised pen-
sions, workforce outplacement, processing of routine queries and HR
information systems. This led to two aggregated scores ranging from 0
(no outsourcing across all domains) to 12 (fully outsourced across all
domains) for core activities and up to 16 for non-core activities.
Furthermore, due to alterations in the format of the questions, it is not
possible to utilise data from the 1999/2000 and 2004/2005 survey rounds.
Thus, for our analysis on outsourcing, we focus on the last three survey
rounds (2008-2021), which reduces our sample size for this analysis to
12,991 organisations.

We operationalise the HRM roles of line managers following previous
research (Reichel & Lazarova, 2013). Specifically, devolution is measured
using participants’ responses to ‘Who has primary responsibility for
major policy decisions on the following issues?” in five areas, such as
‘recruitment and selection. The scale anchors range from ‘0 - line
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management’ to 3 - HR department’ on a four-point Likert scale. The
final scale is re-coded to range from 0 (no devolution at all) to 15 (full
devolution across all areas).

In addition to the focal variables of our study, we control for organi-
sation size, whether the organisation is a public or a private company,
whether the top HRM person is represented in the highest decision-making
body (e.g. the top management team) and the industry in which the
organisation operates. These factors have been linked to our outcome
variables in previous studies (Brewster et al., 2006; Gooderham et al.,
2015). Table 2 provides an overview of the descriptive statistics of these
variables, as well as the inter-item correlation.

Analytical procedure

We matched the ECI values to the respective countries and years in the
Cranet datasets. Owing to the nested data structure (i.e. organisations
within countries), we estimated linear multi-level models, including time
and economic complexity, as well as their interaction, as fixed effects
(Shen, 2016). As countries are not the focal point of our analyses, are
highly correlated with economic complexity and given the number of
potential fixed effects, we included countries as a random effect. In addi-
tion to our main analysis, we conducted several robustness checks,
including multi-level Poisson regression for devolution and outsourcing,
random slopes, imputing missing values for the outcome variables (i.e.
devolution and outsourcing) and using a one- and two-year time lag of
ECI. However, these adjustments did not meaningfully affect the results.?
All analyses were conducted using R version 4.2.1 (R Core Team, 2022)
and the lme4 (Bates et al., 2015) and dplyr (Wickham et al., 2023) pack-
ages. Visualisations and tables were created using ggplot2 (Wickham,
2016) and sjPlot (Liidecke, 2024), respectively.

Results

We present our results in two main sections. The first section tests the
hypotheses regarding the effects of ECI and time on the relevance of
different actors in delivering HRM services. The second section takes a
more exploratory approach by investigating the overall effects of ECI and
time on the configuration of the HRM function and by grouping our
dependent variables (i.e. HR staff ratio, outsourcing of core and non-core
activities, and devolution) in a latent profile analysis (Wang & Hanges,
2011). This allows us to examine more holistically how these different
but interrelated configurations of HRM are affected by ECL?
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Hypothesis testing

Hypothesis 1 posited that economic complexity positively influences the
HR staff ratio, defined as the proportion of HR staff employed relative
to the overall workforce. However, contrary to this expectation, economic
complexity has a significant negative effect on the HR staff ratio, as
shown in Model 3 in Table 3. This suggests that organisations operating
in more complex environments have relatively fewer HR employees.

Hypothesis 2a suggested that organisations in nations with higher lev-
els of economic complexity would outsource more non-core HRM activ-
ities to external service providers. Here, we observe an effect in the
expected direction, with Model 3 in Table 4 showing a positive relation-
ship between ECI and the outsourcing of non-core HRM tasks. This
indicates that in more complex environments, organisations tend to out-
source more HRM tasks to external agencies than those operating in less
complex environments.

For Hypothesis 2b, which concerns the outsourcing of core HRM
activities, a slightly different picture emerges. Model 3 in Table 5 shows
no significant effect of economic complexity. Based on our results, we
therefore conclude that the national level of economic complexity does
not influence whether organisations outsource more or less of their core
activities to external providers.

Hypothesis 3 postulated that higher levels of economic complexity
would be associated with lower levels of devolution. This hypothesis is
supported by the data, as Model 3 in Table 6 indicates a negative signif-
icant effect of economic complexity on devolution. Therefore, we assume
that as economic complexity increases, fewer HRM activities are trans-
ferred to line management and are instead performed and delivered by
HRM departments.

Regarding the time-related hypotheses, Hypothesis 4 stated that the
relative size of the HRM department would increase throughout the
study period. Indeed, a positive significant effect of time on the HR staff
ratio is evident in Model 3 of Table 3, indicating a small but steady
increase in the proportion of HR staff relative to the organisation’s over-
all headcount.

Turning to outsourcing, we hypothesised that, over time, the outsourc-
ing of non-core activities (5a) would increase, while the outsourcing of
core activities (5b) would decrease. However, our findings show a posi-
tive effect of time on the outsourcing of both non-core and core activi-
ties, highlighting that, generally speaking, more HRM activities are being
transferred to external providers.

In Hypothesis 6, we expected a negative effect of time on the devolu-
tion of HRM responsibilities to line management. Our results
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corroborate this hypothesis, with a negative effect of time, as shown in
Model 3 in Table 6.

Lastly, Hypothesis 7 suggested an overall increase in the effects of eco-
nomic complexity on devolution, outsourcing and the relative size of the
HRM department over time. All interaction effects (Model 4 across
Tables 3 to 6) are significant. However, when examining the interaction
plots (Figure 2), the interpretation of the results provides only partial
support for our hypothesis. In the case of non-core activity outsourcing,
the positive effect of ECI increases over time. Yet, in the other cases, the
direction of the effect is reversed. For instance, the negative effect of ECI
on the HR staff ratio is reversed in later rounds of data collection, as is
the case for devolution. For core activity outsourcing, the effect of eco-
nomic complexity becomes positive and significant, indicating that in
later rounds of data collection, ECI is positively associated with the out-
sourcing of both core and non-core activities.

More generally, we observe substantial variation within countries. This
is especially pronounced for HR staff ratios, which the relatively low
intra-class correlation (ICC) of 0.04 illustrates. Examining the variance
explained effect sizes (marginal and conditional R?), we find relatively
modest effects: the control variables (such as sector, industry, and whether
the head of HR is represented in the highest decision-making body, such
as the top management team) account for merely 0.8% of the variance
in HR staff ratios up to 3.6% for variance in devolution. Furthermore,
the macro-context of time and economic complexity explains a substan-
tial additional proportion of the variance, ranging from an additional
1.3% for outsourcing of core activities to an additional 5.3% for devolu-
tion. The disparities between the marginal R? and conditional R* further
underscore the presence of unaccounted variance between countries that
the current models fail to capture.

Exploratory analysis

To examine more holistically how ECI and time affect different configu-
rations of our dependent variables (i.e. HR staff ratio, outsourcing of
core and non-core activities, and devolution), we carry out a latent pro-
file analysis. The LPA with the highest model fit (BIC=-231,873.4) lead
to a nine-profile solution ranging from 479 organizations (profile 9) to
3,395 organizations (profile 7). Figure 3 illustrates these profiles and their
mean values for devolution, outsourcing of core and non-core activities
as well as HR staff ratio.

To further explore how economic complexity affects different HR pro-
files, we conducted a multinomial logistic regression with profile mem-
bership as the dependent variable. Using the largest profile (Profile 7) as
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Figure 2. Interaction effects of time and economic complexity on the outcome variables.

our baseline, Table 7 illustrates how our variables of interest influence
the likelihood of belonging to other profiles. Profile 7 is characterised by
moderate levels of devolvement and outsourcing, along with a relatively
small HR staff ratio.
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Figure 3. HR profiles and their respective means of devolution, outsourcing (non-core and
core activities) and HR staff ratios.

We find interaction effects of ECI and time on HR profile member-
ship for Profiles 1, 2, 8, and 9 (compared to Profile 7). These profiles are
mostly characterised by differences in outsourcing and the HR staff ratio,
although to varying degrees. Model 2 in Table 7 reveals a positive inter-
action between time and ECI, indicating that as ECI levels rise over
time, organisations become more likely to adopt Profile 2, featuring
higher levels of outsourcing (core and non-core activities) and larger HR
staff ratios compared to Profile 7. We find the same effect for Profile 9
depicted in Model 8, which can be characterised similarly but with an
even higher HR staff ratio than Profile 2.

In contrast, Profile 1 in Model 1 is characterised by higher levels of out-
sourcing of both core and non-core activities and also becomes more likely
with an increase of ECI over time. Similarly, we also find a different pattern
for Profile 8 in Model 7, as it puts a strong emphasis on the devolution of
HR activities to line management while outsourcing is fairly limited.

Furthermore, we find a consistent effect of the HR representative being
part of the highest decision-making body (e.g. top-management team) on
the likelihood of belonging to one profile over another, indicating its
crucial role in the design of the overall HRM function. Overall, this sug-
gests that, although there are general trends in the effects of ECI and
time on the overall HRM configuration, organisations might address
complexity through different configurational choices.

Discussion

The objective of this study was to investigate the influence of a nation’s
economic complexity on the role of different actors in the HRM function
and to identify patterns over time. Our results show that both of these
factors matter individually and in combination. Our findings for
Hypotheses 1 to 3 indicate that high levels of economic complexity (EC)
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are associated with lower HR staff ratios, less devolution and greater out-
sourcing of non-core HRM activities. The prominence of each of these
actors also evolves with time. In line with our professionalisation hypoth-
eses (Hypotheses 4-6), HR staff ratios and the outsourcing of non-core
(and core) HRM activities increase over time, while devolution decreases
gradually. When analysing the effects of economic complexity on the
outcome variables over time, some interesting patterns emerge. The neg-
ative effects of economic complexity on HR staff ratios and devolution
are reversed over time. In more recent data rounds, economic complexity
increases (rather than decreases) both the relative size of the HRM
department and the assignment of HRM responsibilities to line manag-
ers. On the one hand, these findings suggest that organisations in more
economically complex nations, where human capital is more critical, have
progressively relied more on internal HR specialists, possibly following
trends in HRM professionalisation. On the other hand, although overall
devolution levels have slightly declined, this trend has weakened in more
complex economies. This could be due to the increasing levels of change
and innovation in complex economies, where line managers’ proximity to
employees enhances organisational flexibility and adaptation (Trullen
et al., 2024). Moreover, in terms of interactions - and in line with RDT
— the effect of economic complexity on the outsourcing of non-core
HRM activities has strengthened over time. Thus, organisations in more
advanced economies tend to increase outsourcing of non-core activities,
and this trend has intensified. Surprisingly, this also applies to core HRM
activities, suggesting that outsourcing vendors play an increasingly rele-
vant role as complexity continues to grow, regardless of HRM centralisa-
tion. A visual summary of our results appears in Figure 4.

The overall picture that emerges is one in which all three studied
HRM agents in organisations in more advanced economies are increasing
their presence. The growing importance of human capital for competitive
advantage, coupled with the professionalisation of HRM, explains the
simultaneous strengthening of internal HRM department specialists and
outsourced HRM service providers (Szierbowski-Seibel & Kabst, 2018),
as well as the growing involvement of line managers in HRM. The rise
of these different actors should not be seen as a zero-sum game in
advanced economies but rather as an overall expansion in the resources
organisations are willing to devote to managing their human capital.

Contributions

Our study makes several contributions. First, we investigate the role of
three key actors in the HRM function and how their importance devel-
ops in different periods. Examining the relevance of line managers,
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Figure 4. Visual summary of results.

outsourcing vendors and HR professionals in parallel offers a more com-
prehensive picture of how the HRM function is organised (Mayrhofer
et al., 2011) and provides a more holistic understanding of HRM. While
there is substantial research on devolution and its evolution (Intindola
et al., 2017; Kurdi-Nakra et al., 2022), as well as outsourcing (Xiao et al,,
2024), there is a lack of empirical studies (e.g. Delmotte & Sels, 2008)
that examine these actors concurrently and in relation to the size of the
HRM department. Our findings suggest that in more complex econo-
mies, HR specialists, line managers and outsourcing vendors can all
simultaneously gain prominence, which reflects the increasing profession-
alisation of HRM and the central role of human capital. These findings
challenge the assumption, sometimes found in the literature, that devo-
lution and outsourcing - often associated with HR business partner
models - lead to a decline in HR staff ratios (Keegan & Francis, 2010).
Instead, they support previous research showing that the growth of the
HR function is compatible with increasing levels of both devolution and
outsourcing (Delmotte & Sels, 2008). Along these lines, we observe that
in more complex economies, as HR becomes more professionalised, the
HRM function also tends to expand by incorporating more actors,
whether internal or external to the organisation. Eventually, this trend
might also have broader societal implications, as recent research suggests
(Sarabi & Lehmann, 2024). For instance, Sarabi and Lehmann (2024)
tind that shifting responsibility for shortlisting applicants from line man-
agement to HR increases the number of female applicants who ultimately
get hired. In the long run, such seemingly small policy decisions could
lead to higher female participation in the labour force.

A second contribution of our study lies in its quasi-longitudinal nature.
Lazarova and Reichel (2023) state that ‘longitudinal or quasi-longitudinal
studies investigating trends of HRO [i.e. outsourcing] implementation are
by and large missing’ (p. 584), with Mayrhofer et al. (2011). being the
last (quasi-)longitudinal study on devolution and HRM staff ratio that we
are aware of. In addition, a focus on time in HRM studies has tradition-
ally been linked to the convergence or divergence of HRM practices
across countries (Farndale et al., 2017; Biemann et al., 2021). While
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discussions around the convergence versus divergence of HRM practices
have been grounded in solid theoretical frameworks, such as institutional
theory, the exploration of HR staff ratios (see, for example, Brewster
et al.,, 2006), outsourcing (Lazarova & Reichel, 2023) or devolution pat-
terns has lacked a common conceptual grounding. Drawing on RDT, our
study offers a theoretical starting point for future research in this field.

Third, our research also complements the trend in previous literature,
especially in outsourcing and devolution, to seek internal or proximal
predictors of adoption, based on the assumption that how to organise the
HR function is the prerogative of senior management (Trullen et al,
2024). While it is evident that these decisions depend on internal deci-
sion makers, distal economic and temporal contextual factors in which
the organisation is embedded are also key and should be further explored.

Finally, by looking at economic complexity, we move beyond prior
work comparing countries or country clusters (Brewster et al, 2015b)
and point to one specific factor shaping differences in the HRM func-
tion. In line with Kaufman (2016), this highlights the importance of con-
sidering economic factors that shape organisations in general and HRM
in particular.

Along with its academic contributions, the present study also has
practical implications for key organisational decision makers such as
CEOs and senior HR managers: They might benefit from its insights by
gaining a deeper understanding of how economic complexity may shape
the distribution of HRM roles within their organisations and by being
aware of changing trends in the configuration of the HRM function. This
can enable HR practitioners to engage in long-term workforce planning.
By anticipating changes in the prevalence of devolution and outsourcing
of HRM activities, practitioners can proactively adjust their HR strategies
to mitigate potential risks and capitalise on emerging opportunities.
Finally, our findings are also relevant for HRM educators and academic
programme designers. While adding a stronger technological and practi-
cal component to HRM education is certainly crucial (van Beurden et al,,
2024), HRM students should also be knowledgeable about the broader
(international) context and history in which HR work is embedded.

Limitations and future research

Several limitations also need to be acknowledged regarding the present
study. First, while Cranet offers one of the most comprehensive datasets
in HRM, data are not collected in a purely longitudinal setting, as the
organisations in the dataset vary in each round of data collection. While
our statistical models can partially address this shortcoming, future
research should attempt to clarify temporal differences in real
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longitudinal settings with panel studies. Future studies should further
explore the role of time. A promising line of research could be under-
standing how features of the temporal context (Boon et al., 2025), which
refers to the timing and sequence of external events and tends that influ-
ence the organisation, affect the structuring of the HR function and the
roles of different actors. For example, Collings et al. (2021) suggested
that the COVID-19 pandemic surfaced tensions between the strategic
and operational roles of the HR function, which could have long-term
implications for the relevance of HR professionals in organisations vis-a-
vis other actors. In addition, prospective studies may also wish to con-
sider non-linear effects of time to potentially represent quadratic or cubic
effects over time.

Second, our dataset lacks detailed information about the organisations’
specific HRM configurations and structures (e.g. the existence of shared
service centres, centres of expertise and business partners). This gap
highlights a valuable avenue for future research to explore how these are
affected by or respond to economic complexity and how they evolve as
conditions change (Keegan et al., 2018). Furthermore, in terms of eco-
nomic complexity, we acknowledge the lack of data for intra-national
differences among regions. Examining differences within countries by
comparing, for example, a country’s ‘core’ and ‘periphery’ (e.g. Stallkamp
et al., 2018) could also be a valuable future research endeavour.

Finally, there may be other actors devoted to HRM work, from senior
management or HRM business partners to shared HRM services and
even some trade unions, that we did not consider. Future studies looking
to see the whole configuration of the HRM function, possibly case-based,
should incorporate them. Configurational methods that are currently
gaining momentum in management research (Miller, 2018), like fuzzy set
QCA (Leppénen et al, 2023), offer intriguing tools for such empirical
efforts and could outline how their interplay affects HRM outcomes
more generally. Moreover, our study examined each of the three actors
separately and based on their clustering, as the data that we used were
not directly comparable among them. Therefore, further studies should
ideally conduct a simultaneous analysis of different actors by using
directly comparable measures, such as assessing how much labour costs
are dedicated to each group of actors.

Notes

1.  Owing to changes in the most recent Cranet dataset, in which ‘pay’ and ‘benefits’
were combined into a single item, we decided to exclude these items from our
study. However, we re-analysed our data using various methods to combine the
different item formats (e.g. calculating the mean or re-coding the respective vari-
ables), none of which significantly affected our results.
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2. These additional analyses are available upon request.
3. We sincerely thank two anonymous reviewers for encouraging us to examine these
effects more holistically.
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