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Abstract 
This article examines the human resource investment model based on outsourcing human resources in the Banking 
Industry. This study departs from the research gap, that is outsourcing system, where with this system, the 
company can save expenses in financing human resources (HR) working in the company concerned. However 
stated that the banking industry no more uses outsourced personnel in boosting the wheels of business. The 
complexity of the banking industry makes demands on the availability of high quality human resources (HR) 
increase. The findings of this study emphasized that in improving the efficiency and effectiveness of outsourcing 
based human resources on human resources investment is carried out by increasing the Human Resources (HR) 
cost efficiency. HR cost efficiency has indicators of the number of work completion with the time used is shorter 
than its standard, increasing the number of work completion with shorter time than its standard. And more 
completions work with standard time. While HR investment has the indicators of potential human resources as: 
developing, potential of HR excellence and quality of knowledge. 
Keywords: training administration and recruitment activities, HR cost efficiency, HR Development, HR 
investment 
1. Introduction 
The existence of competition in the banking industry makes the company should concentrate on a series of process 
or activity of product creation related to its main competence. With the concentration on the main competence of 
the company, the number of good and highly competitive products will be produced. In a climate of increasingly 
tough competition, the banking industry seeks to improve efficiency of production cost. Outsourcing system is the 
answer, where this system can save the company in financing human resources (HR) working in the companies 
concerned (Ernesta Stasiulyte, 2011). 
The study by Jirawuttinunt Sumittra (2015) showed that the dimension of outsourcing based human resources 
management includes recruitment activity, training and payroll management. Recruitment activity refers to the 
procedure of recruitment and transfer for selection activities to external providers. Outsourcing based recruitment 
activities includes advertising, hosting a job fair, searching for applicants and some selection processes, such as the 
selection of skill, organizations and backgrounds of applicants (Sethi, 2011). While training refers to the process of 
obtaining or allocating the knowledge, skills and competence to carry out specific competencies are useful for 
improving one's ability. Payroll management refers to the process of contracting with external businesses to 
regulate all or part of the work related to service compensation activities of human resources. The activities in 
concern include: payment of salaries, wages, bonuses, tax, and income cuts (Sumittra Jirawuttinunt, 2015). 
The study By Jason D. Shaw. Tae Youn Park, and Euggene Kim (2013) suggested that the banking industry should 
stop using outsourced personnel in boosting the wheels of business. The complexity of the banking industry makes 
demands on the availability of high quality human resources (HR) increase. Therefore, banks are asked to dare to 
invest human resources for the improvement of service quality. The pattern of human resources recruitment in 
short term with outsourcing and contract system is considered as unsuitable for the resilience of the national 
banking system in the future. 
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2. Literature Review 
2.1 Human Resources Management Investment 
Human resources are the human potential that can improve with a certain process such as educational process with 
a learning process. Investments are planting something to gain usefulness or benefit in the future. However, 
organizations face various challenges between to invest in human capital and how to retain its human resources. 
According to Jan M (2015), human resources differ in many aspects from other resources within the organization. 
Other resources except humans can be hired, retained and thrown away at any time, but human resources need 
special treatment. Other resources depreciates along with time, but human resources has more advantage, more 
experience, and more beneficial for organization. This characteristic has brought human resources to become a 
central element for the success of an organization. 
The purpose of human resource development is to generate competence and qualified human resources, so they 
can perform the work assigned and contribute to organizational development and sustainable performance 
improvement. The quality of people working in an organization determines how good or bad the organizational 
tasks are achieved (Jason D. Shaw & Tae Youn Park, 2012). Furthermore, it was also explained that the investment 
in the practice of Human Resources Management (HRM) will increase sustainable advantages. The practice of 
HRM is used as a tool to develop human resources and create a sustainable competitive advantage. Yet, if the 
organizations invest little in HRM, it will not improve the performance of human resources. 
2.2 Human Resources Cost Efficiency 
Providing competent resources is one of the most important issues in the organization because such condition 
affects future results. Shammy Shiri (2012) explains that the improvement of efficient human resource services 
leads to innovativeness. As its consequences, it can develop competitive advantage of organization to increase its 
capacity. Therefore, human resources in the organization must be managed effectively and efficiently. 
Running an efficiency program is a time-consuming process until getting the best results. The results of the 
implementation of a new program often can be felt some time later to make many parties involved are reluctant to 
maintain commitment to run the program. The program efficiency requires high commitment, discipline, 
cooperation and perseverance of all parties involved to run a variety of programs selected. Even to run a variety of 
programs efficiency, the use of appropriate reward and punishment system needs to consider the program 
continuity. Sumittra Jirawuttinunt (2015) explained that the human resources cost efficiency refers to the ability of 
the company to complete the procedure in an effective cost with employee reduction. 
The assessment of human resources efficiency is started with the process of recruitment, training, compensation 
and so on. The results of the study by Daniel (2012) stated that the indicators of human resources efficiency 
include: the number of work completion at the time used is shorter than its standard, increasing the number of work 
completion with shorter time than its standard and more completions work with standard time. 
The study by Jirawuttinunt Sumittra (2015) showed that the HR cost efficiency has a positive impact on company 
performance. Outsourcing based human resources (HR) is driven by the company's continuous efforts to reduce 
costs and trigger competitiveness (Flora F.T. Chiang, Irene Hau-Siu Chow and Thomas A. Birtch (2010). 
Therefore, the hypothesis proposed in this research is: 
H1: The better the human resources cost efficiency is, the better the human resources investment will be. 
2.3 Effective HR Development 
Human resource development is also an effective way to deal with some challenges, including obsolescence or 
lagging of human resources, diversification of domestic and international workforce. With affirmative and 
turnover action of human resources, the development of human resources can be maintained or sustained. 
These challenges include human resource obsolescence, sociotechnical changes and employee turnover. The 
ability to overcome these challenges is a critical factor for the success of the personnel department in maintaining 
effective human resources. Development stands on the fact that an employee will need knowledge, skills, and 
abilities that evolve to work well in the succession of the position undertaken during his career. The long-term 
career preparation of an employee for this set of positions is what employees’ development is about. 
Development is more focused on the organization's long-term general needs. The results are indirect and can only 
be measured in the long run. Development also helps employees to prepare for changes in their jobs that can be 
caused by new technology, job design, new customers, or new product markets. Human resource development is 
considered to become even more important because of the demands of the job or position, as a result of 
technological advances and increasing competition among similar companies. Each personnel of the company is 
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required to be able to work effectively and efficiently so that the quality and quantity of work can be better so that 
the company's competitiveness is greater and greater. This development is for non- career purposes and for 
employees through training and education. 
An effective human resources development refers to the results of improvement or building competencies, skills 
and knowledge through training to improve performance (Sumittra Jirawuttinunt, 2015). HR effectiveness 
provides the significant added value of the organization (Cicek & Ozer, 2011). A study showed that HRD activities 
have a positive impact on organizational performance (Jirawut Tinunt & Janepuengporn, 2012). Thus, the higher 
the human resource development is, the more likely that the company will improve the performance and further 
adds value to an organization in the long term. The study by Hobana Karthikeyan and Manju Bhagat, NG Kannan 
(2014) explained that outsourcing based human resources have great potential for the organization's growth and 
sustainable competitive advantage. Therefore, the hypothesis proposed in this study is: 
H2: The more effective the human resources development is, the better the human resources investment will be. 
2.4 Outsourcing based Human Resources Management 
Outsourcing has become a common practice in Human Resource Management (HRM). Outsourcing identifies the 
contracting process with outsiders to perform the functions of human resource management or delivery of some 
activities of the company to other parties or function and service shift and the delegation of management to a third 
party (Hobana Karthikeyan, Manju Bhagat, & NG Kannan, 2014). 
Outsourcing activities have precondition which include: 1). Activities related to the strategic decision making 
which requires specialized management knowledge and activities that require confidentiality. 2). Understanding 
the advantages and disadvantages of outsourcing. 3). Creating effective relationship between outsourcer and 
sub-contractors doing the work (Donald L. Caruth, Stephanie S. Pane Haden, & Gail D. Caruth, 2013). 
Outsourcing cannot be considered as a short-term basis. By using outsourcing, organization can certainly spend 
more cost for outsourcing based company. Outsourcing should be viewed in the long term, ranging from career 
development of human resources in the field of employee, organization, and any other benefits efficiency. The 
company can focus on its core competencies in the business so that it can compete in the market, where the 
company's internal affiliation is transferred to a more professional party. In practice, this diversion also raises 
several issues, especially labor issues. The problematic on outsourcing varies. This is because the use of 
outsourcing increasingly widespread and has become a necessity that cannot be put off by businesses, while the 
existing regulations have not been too inadequate to regulate the outsourcing that has been underway. Outsourcing 
can allow the company to focus on its largest value creation activities and bring cost savings and operational 
flexibility. Hsi-An Shih and Yun-Hwa Chiang (2011) explained that outsourcing can offer training programs with 
higher quality and lower cost. 
According to Sumittra Jirawuttinunt (2015), the activity of outsourcing based Human Resources Management 
(HRM) includes: recruitment activities, training administration and payroll management. Recruitment activity is 
the procedure for withdrawal and selection activities carried out by the service providers. Training administration 
is an allocation process of knowledge, skills and competencies that can improve performance. Payroll management 
is the contract process of HR providers with organizations with regard to compensation. 
The study results by Seth and Sethi (2011) concluded that there is a positive correlation between outsourcing based 
recruitment and lowering the cost of human resources and the effectiveness of human resource development. 
Therefore, the hypothesis proposed in this study is: 
H3: The better the outsourcing based HR is, the better the HR cost efficiency will be. 
H4: The better the outsourcing based HR is, the more effective the HR development will be. 
The study results by Chaudhuri and Bartlet (2014) showed that there is a correlation between Outsourcing based 
recruitment and lowering the cost of human resources and the effectiveness of human resource development. 
Therefore, the hypothesis proposed in this study is: 
H5: The better the outsourcing based recruitment is, the better the the human resources cost efficiency will be 
H6: The better the outsourcing based recruitment is, the more effective the human resources development will be. 
 
 
 
 



ijbm.ccsen

 

3. Empir

 
The deve
investmen
4. Resear
The popu
many as 3
with the m
150 respo
 
4.1 Varia
Table 1. V

No Variab
1 Human

resour
 
resour
and co

2 HR Co
Cost r
with b

3 Effecti
Level 
develo

4 Recrui
selecti

5 Trainin
6 knowl

perform
 
4.2 Analy
To analyz
package. 
Developi
evaluated
 

net.org 

rical Model 

elopment mod
nt. 
rch Model Re
ulation in this 
330 managers
magnitude of t
ondents. 

ables and Indic
Variables and 
ble 
n Resource Inve

rces to 
competent 

rces, so that it ca
ontribute to the de
ost Efficiency 
ratio for human re
benefits gained 

iveness of Human
of achievem

opment objectives

itment Activity P
ion activities und

ng Administratio
ledge, skills and 
mance of human 

ysis Technique
ze the data in
The steps in S
ng Path diagr

d, through revi

Int

del of outsourc

espondents 
study is the e

s (Bank Indon
the responden

cators 
Indicators 

estment Allocatio
produce
and qualifi

an perform the w
evelopment of the

esource managem

n Resource Deve
ment of huma
s with HR perform

Procedures of wi
ertaken by servic

on The process of 
competencies to
resources 

e 
n this study, it
SEM, accordin
am. 3). Evalu
iew of the crit

ternational Jour

Figure

cing based hum

entire manager
nesia, 2017). B
nt / sample siz

Ind
on of human

ied human
work assigned
e organization

•
•
•

ment activities
•
spe
•
wit
•
stan
tim

elopment 
an resource
mance 

•
imp
•
•

ithdrawal and
e provider 

•
•
spe

f allocating •
o improve the•

•

was used Th
ng to Ferdinan
ating Goodne
teria of the go

rnal of Business

239 

e 1. Empirical

man resource

rs of the com
By utilizing th
e 100-200 (Ha

dicator 
 Potential hu
 Potential Hu
 Potential of

 The number
ent is shorter than

 The addition
th the added time 

 The more nu
ndard 

me. 
Being able 

posed 
Having high 
Having high 
Selection O
 The suitabil

ecification 
Quality train
Quality Ins
 Quality of F

he Structural E
nd (2000), are

ess-of-fit Crite
oodness-of-fit.

s and Managem

Model 

s efficiency a

mercial banks
e model estim
air, 1992), the

uman resources to
uman Resources a
f knowledge quali

r of work comple
n the standard, 
n of more work c
used is shorter th
umber of work co

to adjust with

employee produc
work motivation

Objectivity 
lity of Job descrip

ning standards 
tructor 
Facilities and infr

Equation Mod
e as follows: 1
eria 4). In this 
 

ment

nd effectivene

s and rural ban
mation of Max
e number of sa

o grow 
advantage 
ity 

etion with the tim

ompletion numbe
han standard 
ompletion with th

h work demand

ctivity 
n 

ption and job 

rastructure 

deling (SEM) 
) Developing 
step, the suita

Vol. 13, N

 

ess on human

anks in the Cen
ximum Likelih
amples in this 

Source 
Jason D. Sha
Park: 2012 

me 

er 

he

Daniel (2012) 

dsSumittra Jirawu

Sumittra Jirawu

Sumittra Jirawu
2015 

of AMOS 5.0
model-based 

ability of the m

No. 9; 2018 

n resources 

ntral Jawa 
hood (ML) 
study was 

aw, Tae Youn 

uttinunt, 2015

uttinunt, 2015

uttinunt, 

0 software 
theory. 2) 

model was 



ijbm.ccsen

 

5. Discus
Once the 
latent con
can be se

Table 2. S
 
HR CO
EFFEC
HR CO
EFFEC
HRM_I
HRM_I

 
The mode
indicated
and AGF
 
Table 3. T

oodn
X-C
Prob
RMS
GFI 
AGF
CMI
TLI 
CFI 

 
Based on
Investmen
in this ear
CR ≥ ±2.

net.org 

ssion 
model is anal

nstructs, so th
en in Figure 2

Standardized r

ST_EFFICIEN 
TIVE_HR DEV 
ST_EFFICIEN 
TIVE_HR DEV 
INVESMENT <-
INVESMENT <- 

el test showed
d by Chi-Squar
FI marginally a

Test index of 
ness-of-fit-Index

Chi-square 
bability 
SEA 

FI 
IN / DF 

n the calculat
nt, then this m
rly research. P
.00 and a sign

Int

lyzed through 
e full model o

2 and Table 2.

Figu

regression (Lo

<- TRAINN
<- RECRU
<- RECRU
<- TRAINN

- HR COST_EFF
EFFECTIVE_H

d that this mo
re, Probability
acceptable, it 

structural equ
x Cu

Ex














tion through c
model is accep
Presented in T
nificance level

ternational Jour

a confirmator
of Structural E
 

ure 2. Full mod

oading Factor)

NING_ADMINI
UITMENT_ACTI
UITMENT_ACTI
NING_ADMINI

FICIENCY 
R DEVELO 

del is in accor
y, CMIN / DF, 
can be seen in

uation feasibili
ut-off-value 
xpected small valu
 0:05 
 0:08 
 0.90 
 0.90 
 2:00 
 0.95 
 0.94 

confirmatory 
ptable. Then, b
able 1, it is sho
 of 0.05 (5%)

rnal of Business

240 

ry factor, then
Equation Mod

del human res
 

r) 
Std.Estim

 0.231 
I 0.373 
I 0.212 
 0.306 

0.317 
0.306 

rdance with th
 TLI which w

n Table 3. 

ity 
R

ue 

analysis and 
based on this f
own that the s
. 

s and Managem

n each indicato
del (SEM) can

sources invest

mate S.E
0.09
0.10
0.10
0.09
0.11
0.10

he data or fit 
ere within the

Results 
78.730 
0.222 
0.032 
0.920 
0.880 
1.125 
0.987 
0.990 

structural eq
fit model, it w
six hypotheses

ment

or in a fit mod
n be analyzed.

tment 

. C.R. 
92 2.198 
09 3.560 
06 2.063 
91 3.093 
10 3.231 
04 3.161 

on the data us
range of expe

Information 
Good 
Good 
Good 
Good 
Marginal 
Good 
Good 
Good 

quation model
will be tested th
s are supported

Vol. 13, N

del can be used
. The results o

 

sed in the stud
ected values de

l on Human R
he hypotheses
d by empirical

No. 9; 2018 

d to define 
of analysis 

dy. This is 
espite GFI 

Resources 
s proposed 
l data with 



ijbm.ccsenet.org International Journal of Business and Management Vol. 13, No. 9; 2018 

241 
 

5.1 The Effect of Human Resources Cost Efficiency on Human Resources Management Investments 
The first hypothesis proposed in this study is that the more efficient the human resource cost is, the better the HR 
investment will be. The variable of HR investment is built by the indicators: the potential of human resources to 
develop, the potential of HR advantages and potential of quality knowledge. While the human resources cost 
efficiency is constructed by the number of work completion with the time spent is shorter than the standard, the 
addition of more work completion number with the added time used is shorter than standard and the more number 
of work completion with the standard time. 
The procurement of competent resource is one of the most important issues in the organization because such 
conditions affect future results. The improved efficiency of human resource services leads to innovativeness. As its 
consequence, it can develop a competitive advantage in organization to increase its capacity. As a result, the 
organization will have sustainable competitive advantage. 
5.2 The Effect of Effective HR Development on the Human Resources Management Investments 
The second hypothesis proposed in this study is the more effective the Human resource development is, the better 
the human resources investment will be. The variable of human resources investment is built by the indicators: the 
potential for human resources to develop, the potential of HR excellence and potential quality of knowledge. 
While human resources development is built by the indicators of being able to adjust with job demands imposed, 
having high productivity and high motivation 
Anticipation of challenges and dynamics of the environment can be done effectively through developing human 
resources, including the obsolescence or underdevelopment of human resources, diversified domestic and 
international workforce. Through overcoming challenges and human resources turnover, the human resources 
development can be maintained or sustained. The human resources development stands on the fact that an 
employee will need knowledge, expertise, and ability which evolve to work well in the succession of the position 
undertaken during his career. The long-term career preparation of an employee for this set of positions is what 
employees’ development is about. 
5.3 The Effect of Outsourcing based Human Resources Management on the Human Resources Cost Efficiency 
The third hypothesis set is the better the outsourcing (recruiting activity) of human resources is, the better the 
human resources cost efficiency will be. The variable of human resources cost efficiency is built by the indicators: 
The number of work completion with the time spent is shorter than the standard, The addition of more work 
completion number with the added time used is shorter than standard, The more number of work completion with 
the standard time. While outsourcing (recruiting activity) was built by the objectivity of the selection and the 
suitability of job description with the job specification. 
The fourth hypothesis proposed in this study is that the better the administration training is, the greater the human 
resource cost efficiency will be. The variable of human resources cost efficiency is built by the indicators: The 
number of work completion with the time spent is shorter than the standard, The addition of more work completion 
number with the added time used is shorter than standard, The more number of work completion with the standard 
time. 
Outsourcing have these characteristics: activities related to strategic decision making which requires specialized 
management knowledge and activities that require confidentiality, understanding the advantages and 
disadvantages of outsourcing, and creating Effective relationship between outsourcer and sub-contractor. as it 
Consequences, outsourcing offers a higher quality and lower cost training program. 
5.4 The Effect of outsourcing based Human Resources Management Outsourcing on Effective HR Development 
The fifth hypothesis proposed in this study is the better the outsourcing (recruiting activity) is, the more effective 
the human resources development will be. The variable of effective human resource development is built by the 
indicators: being able to adjust with job imposed, having high work productivity and motivation. While 
outsourcing (recruiting activity) was built the indicators of the objectivity of the selection and the suitability of job 
description with the job specification. The sixth hypothesis proposed is the better the administration training is, the 
more effective human resources development will be. The variable of effective human resource development is 
built by the indicators: being able to adjust with job imposed, having high work productivity and motivation. While 
the administration training is built by the indicators of the quality of training standards, the quality of instructors 
and the quality of facilities and the infrastructure. 
The orientation of outsourcing is not only in the short term, but also long-term. By utilizing outsourcing, 
organization can certainly spend more cost for outsourcing company. Outsourcing should be viewed on a 
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long-term basis, ranging from human resource career development, efficiency in the areas of employee, 
organization, benefit and others. The company can focus on its core competencies in the business so that it can 
compete in the market, where the company's internal affiliation is transferred to a more professional party. 
6. Conclusion 
Based on the results of empirical testing, the main priorities in improving the efficiency and effectiveness of 
outsourcing based human resources on human resources investment is conducted with increasing HR cost 
efficiency. HR cost efficiency has indicators of the number of work completion with the time spent is shorter than 
the standard, The addition of more work completion number with the added time used is shorter than standard, The 
more number of work completion with the standard time. While HR investment has the indicators of potential 
human resources as: developing, potential of HR excellence and quality of knowledge. 
6.1 Managerial Implications 
Based on the findings in this study, the model of outsourcing based human resources towards human resources 
investment in the Banking Industry in Semarang is as follows: 
Investment is planting something to gain usefulness or benefit in the future. But then organization faces various 
challenges whether to invest in human capital or to retain its human resources. Such conditions make organization 
spends big amount of cost. Therefore, it must be done in a structured, systematic and sustainable manner. 
The Increased human resource efficiency leads to innovativeness. As its consequences, it can develop a 
competitive advantage and improve the organization to increase its capacity. Therefore, human resources in the 
organization must be managed effectively and efficiently. By arranging the priority needs and the quality of human 
resources. 
Human resource development should be based on the fact that human resources will require knowledge, skills, and 
abilities that develop in order to work well in a succession of positions undertaken during his career. The long-term 
career preparation of an employee for this set of positions is what employees’ development is about. 
The quality of recruitment activities should refer to the job analysis, which includes job descriptions whose 
contents relate to authority, responsibility, working conditions and structural relationships within the organization. 
Then, it is equipped with whom carries out the position, the key is the specification of positions related to the 
minimum requirements of office, such as level of education, experience, age and so forth. 
The effective human resources development refers to the result of the development or building competencies, 
skills and knowledge through training for the purpose of improving performance. 
6.2 Research Limitations and Future Research Agenda 
Full SEM model test results show that the model is in accordance with the data or fit on the data used. However, 
there are two conformance tests received marginally namely the Adjusted Goodness of Fit Index (AGFI = 0.880). 
This study focuses or departs from the phenomenon of internal conditions and research gap. The results of Squared 
Multiple Correlations are below 40%. According to Klane (2002) the magnitude of 10% to 40% is in the medium 
criteria. 
Organizational culture is a unified pattern of human behavior and related to the problem of adjustment or 
integration of internal and external conditions. Therefore, the organizational culture has a role in the development 
of human resources investment models based on outsourcing human resources. Thus, the study of organizational 
culture in the process of human resource investment is an interesting area to study. 
In developed countries, the triggers of organizational performance improvement are generally dominantly sourced 
from internal conditions. However, in developing countries, external conditions (environment) dominantly 
influence the improvement of organizational performance. Environmental conditions include: 1). environmental 
complexity: it is the diversity of factors and problems that exist within the organization. 2). Environmental 
dynamics describes the degree of change that occurs in the environment in which the organization operates. 
Therefore, future research agenda needs to be considered. 
Test results showed that it was still below 40%. These conditions indicate that the relationship between variables is 
still in a black box and it needs further study. 
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