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ABSTRACT

The purpose of this study was to explore outsourcing
as a possible source of competitive advantage for road
freight operators, with the empirical research directed
towards the road freight transportation sector. Method-
ologically, this study drew on the data collected from a
sample of Croatian road freight transporters. Because a
certain number of transportation companies tend to out-
source their resources, the insight into outsourcing ac-
tivities was gained through analysing (1) the number of
hired vehicles in the fleet (outsourced vehicles), and (2)
the number of hired drivers (outsourced drivers). A vari-
ance inflation test, correlation and multiple regression
analysis were conducted to test the model assumptions.
The research results confirmed the connection between
the externalised resources and the differentiation of ser-
vices and staff. The main contribution and managerial
implications included that the companies with a more
significant number of hired vehicles in their fleet should
differentiate their services. In contrast, the companies
that own the majority of their vehicles should build their
competitive advantage through staff differentiation.
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1. INTRODUCTION

Road transportation dominates the freight oper-
ations worldwide [1], and it is the most important
segment of freight land transport, playing an im-
portant role in almost all economic activities, espe-
cially those that are crucial for infrastructural and

socio-economic welfare. Road freight transportation
ensures the delivery of products to consumers [2].
Entire industries rely on transport, in which raw ma-
terials or finished products are easily sent from one
point to another [3, 10]. Road industry represents an
extremely important sector in the European Union
(EU). Its road freight transportation industry alone
employs 3.07 million people (this does not account
for those working in vehicle production, insurance,
services, road building, and maintenance and traf-
fic control). These employees are divided among
571,046 enterprises that are registered for road
freight transportation [4].

However, road freight transportation outsourc-
ing is a widespread trend [5] characterised by com-
plex business activities with higher risks. Thus, the
crucial question is: Can outsourced resources be a
source of competitive advantage? To answer this re-
search question, it is necessary to further investigate
the companies’ sources of competitive advantage
within the transportation industry.

If companies wish to achieve a competitive posi-
tion on the market and operate with high profit mar-
gins, they have to develop at least one competitive
advantage [6]. A company’s competitive advantage
can be defined via comparison with its competitors
— in other words, competitive advantage belongs to
those companies that are significantly better-per-
forming than their competitors [7]. The existence
of competitive advantage implies the existence of
imperfect competition within market structures.
To understand this, it is necessary to identify the
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available types of resources and their possibilities

for competition [8]. The existing studies in the road

freight industry have been, for the most part, direct-
ed toward research about:

- the role of road freight transportation in urban
areas [9];

- the government role in road freight transporta-
tion development [10, 11];

- the influence of road freight transportation on
the environment [12, 13] (and thus, how to mit-
igate the negative influence on the environment)
[14-21];

- outsourcing in transportation [5, 22];

- innovations in the road freight industry [23-27];
and

- competitiveness on the freight transportation
service market [24-27].

This study examined the importance of outsourc-
ing in the Croatian road freight industry to explore
the possibility of creating a competitive advantage
based on resource outsourcing in the primary activi-
ty of these sectors. The topic is of great importance,
considering that the Croatian road transport market
was fully opened to all carriers from EU member
states as of 1 July 2017 (after the expiry of the two
plus two-year extension). It is essential to point
out that small carriers dominate the Croatian road
freight market (with the average number of employ-
ees being fewer than 5; in 2016, it was 4.03) [4].
They neglect the need for enlargement; therefore, it
is essential that researchers give them recommenda-
tions by which they can build up their competitive
advantage. For the purpose of this study, the prima-
ry research was conducted on a sample of Croatian
companies that had road freight transportation reg-
istered as their primary activity. The study aimed to
gather valuable insights into outsourcing as a possi-
ble source of competitive advantage for road freight
operators.

The remainder of this paper is organised as fol-
lows. Section 2 gives an overview of the existing
studies. Section 3 is focused on the conceptual
model and the hypothesis development, while the
research methodology is explained in Section 4.
The results of the conducted primary research are
presented in Section 5, together with an agenda for
future research on outsourced resources on the road
freight market. In this Section the particular empha-
sis on the implications for practice are defined. Fi-
nally, Section 6 provides the conclusions.

2. LITERATURE REVIEW

Ncube, Roberts and Vilakazi [28] conducted a
case study of competition in the road freight sector
in the Southern African Development Community
(SADC) region — specifically, the fertiliser trans-
port and trading in Zambia, Tanzania and Malawi.
The authors concluded that competition, market
structure and arrangements between companies in
the road freight sector — as well as the relationship
between road freight operators and large import-
ers — played an important role in determining the
prices and trading of commodities among the coun-
tries. The competitive outcomes in road freight in
the context of fertiliser trading were driven by the
inter-relationships between large transporters and
the transport users, cross-border rivalries and both
large and small regulatory interventions to enhance
the outcomes of road transport. Based on their re-
search results, they recommended improving road
freight transportation by carefully monitoring the
fertiliser prices, increasing co-operation between
competition authorities in the SADC, fast-tracking
of the implementation of pro-competitive regula-
tions affecting road transportation, considering the
effect of fertiliser subsidy programs on competitive
outcomes and removing the recommended transport
prices in Malawi.

Evangelista and Sweeney [27] examined the ap-
plication of information and communication tech-
nologies (ICT) within the road freight transporta-
tion industry in Italy. Based on their findings, they
concluded that mobile phones reached a high level
of penetration as a communication mechanism with
drivers, as almost 90.0% of the drivers confirmed
that their entire fleet was equipped with mobile
phones. However, 38.5% of the companies did not
have a website nor did they use the Internet as a
tool for more efficient business transactions, illus-
trating the transport companies’ neglect of technol-
ogy. To increase the efficiency and reliability whilst
remaining competitive on the market, road freight
transporters must continually innovate. ICT still
represents one of the most significant areas of in-
novation. The authors stated that ICT applications
lead to better planning and more optimal driving
schedules, better tracking of goods and vehicles,
faster transportation operations as the result of more
effective data gathering and analysis, improved
transaction documentation and a higher level of
coordination and integration among different road
transporters and supply chain participants. They
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also found that small road transporters still saw in-
formation and communication applications as an
expensive investment.

Demir, Bektas and Laporte [29] conducted a sys-
tematic review of 58 publications, mainly focusing
on green road freight transportation. An extensive
analysis of factors affecting fuel consumption and
routing problems with fuel consumption compo-
nents was also carried out. Consequently, they have
remarked that in most research it has been con-
firmed that vehicle speed is quite crucial and that it
is very important to travel at a speed which ensures
minimum fuel consumption for a certain journey.
Also important is the weight of vehicles, so it is cru-
cial, if possible, to always prefer lighter vehicles.
Apart from CO, emissions, future research should
also focus on other externalities (accidents, noise,
environment damages, ...) caused by traffic.

Streimikiene, Balezentic and Balezentiene [30]
conducted a comparative assessment of road trans-
port technologies. They examined energy tech-
nologies in the road transport sector regarding at-
mospheric emissions and costs in an attempt to
determine the most competitive and environmen-
tally friendly transport technologies. The authors
pointed out the concerning increase in greenhouse
gas emissions in the traffic sector when other sec-
tors had been recording reductions.

Litschke and Knitschky [18] also analysed future
development in road freight transportation regard-
ing more environmentally friendly vehicle technol-
ogies. Monitoring the pollution caused by the trans-
port of goods occupies an important place in most
national as well as European development policies.
The authors emphasised that, in order to achieve the
goals for 2030 from the White Paper [31], it would
be necessary to develop more efficient technologies
and alternative fuels that could significantly reduce
CO, emissions.

Matos and Silva [32] investigated the rebound
effect in road freight transportation in the context of
Portugal. They analysed data from the road freight
transportation sector in Portugal from 1987 to 20006,
determining that an increase in energy efficiency did
not cause a rebound effect — it did, however, cause
a total direct rebound effect of 24.1%. In addition,
fleet operators were more inclined to adopt opera-
tional efficiency than technological fuel efficiency
as a means of increasing total operational efficiency.

McKinnon and Piecyk [33] investigated the
measurement of CO, emissions from road freight
transportation in the United Kingdom. The authors
suggested that, over the past several years (from
2006 to 2008), many transporters whose primary
activity was road transport have been expanding
their businesses by providing storage services.
Further, there were big differences among the na-
tional road freight industries regarding the share
of transport activities outside the country borders.

Lazauskas et al. [34] investigated competi-
tiveness among road transport companies in Lith-
uania. They stated that most companies paid the
largest amount of attention to price, delivery time,
and safety. Only those companies that transported
smaller amounts of goods paid attention to mar-
keting strategy, whereas larger companies were
committed more to services and resources. In the
context of international freight transportation,
the consumers tended to favour those companies
that owned their freight vehicles. If road freight
transportation companies wish to attract more cli-
ents, they should, first and foremost, continually
improve the reliability of their services and subse-
quently their reputation.

Marchington, Carroll and Boxall [35] inves-
tigated the lack of workforce in the road freight
transportation industry and its influence on small
companies — for the purpose of their research, they
created a modified version of these companies’ ap-
proaches to resources. Due to the fact that it has
been confirmed that the drivers represent valuable
and rare resources in road freight companies, to
keep them in the company, the owners have to use
a variety of human resource practices. This should
encourage them to be loyal to the company and to
be motivated. The owners should develop a com-
bination of path-dependent and socially complex
networking abilities. The usage of informal human
resource strategies are a precondition for the sur-
vival of small companies on the road freight mar-
ket.

As it can be seen from the overview of the exist-
ing studies, the researchers have not devoted much
attention to the business strategies that road freight
transporters use, nor to detecting the competitive
advantages that the biggest road freight companies
seem to have, which is why the following study is
extremely important for the freight transportation
market.
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3. CONCEPTUAL MODEL AND
HYPOTHESIS DEVELOPMENT

3.1 Competitiveness in the freight
transportation market

The company competitiveness on the global mar-
ket is limited by its ability to respond to immediate
changes in the market and to maintain its market
position. The idea of competitive advantage begins
with the creation and distribution of value. A com-
pany is considered competitive when its influence
determines the economic changes in the market in
which it operates [36]. The ability to successfully
defend its competitive advantage and to respond to
its competitors is of great importance [37]. Compe-
tition is a key market element — in every business
sector, there is competition among the market sub-
jects, and the road freight industry is no different.
However, it is not clear whether the companies in
this industry give much attention to establishing
competitive advantage (i.e. improving the quality
of services they provide to predicting the actions of
their competitors to controlling specific business ar-
eas) [38]. The freight transportation market is com-
petitive when all of the participants in the market
have clearly defined roles and when they effectively
fulfil their role. If the transportation of chemicals,
specialised freight or other goods requiring special
regimes is in question, competition is almost always
absent [39].

Competition in the road freight transportation in-
dustry can be established according to the level of
competition for potential orders and by considering
a company’s ability to satisfy a client’s transporta-
tion needs. The competitiveness of a company spe-
cialising in freight transportation can be defined as
a combination of technological changes, services,
equipment, effectiveness, equipment handling,
development of new technologies and innovative
products, information dissemination, added-value
services, integration channels and technical and sci-
entific staff. These factors only determine the indi-
rect and immediate influence of the technological
environment, people and implementation of innova-
tions within the company —they do not include other
essential factors of competitiveness [40]. The most
important factor to become competitive on the road
freight market is a combination of company reputa-
tion and the compliance of set terms of delivery and
other terms from the contract [41]. The road freight

transportation sector is an excellent example of an
industry that is distinguished by the extreme pres-
sures of competition.

In contrast, clients always expect high level of
services in combination with lower prices. In this
kind of environment, the competitiveness of road
freight transportation companies increasingly de-
pends on their ability to embrace innovations [42].
One of the critical drivers of change in the road
freight industry is [CT. The main advantage of using
ICT is that a company can react much more quickly
to the client’s demands. Quick response undoubted-
ly lowers the costs, which is the result of optimis-
ing transportation operations [43]. Even when they
achieve a competitive advantage, transportation
companies must constantly adjust to the market and
innovate. Otherwise, considering the vast number
of competing companies, long-term sustainability is
hard to achieve.

According to the resource approach, the need for
outsourcing arises as a means to eliminate the com-
pany weaknesses caused by its lack of valuable, rare
and organised resources and capabilities [44]. If a
company is small and has limited resources, then it
should implement outsourcing as much as possible
[45].

3.2 Development, purpose and goals of
outsourcing

Establishing and continually increasing compet-
itiveness are critical tasks in every company. To en-
sure successful business dealings in both domestic
and international markets, companies should con-
tinuously explore new ways to strengthen their com-
petitiveness. One of the ways this can be achieved is
to use outsourcing, which many sectors have recent-
ly incorporated into almost all their activities and
areas [46]. If a company lacks the essential resourc-
es or capabilities, it should opt to outsource [47].

Outsourcing implies a contract of cooperation
between companies, where one company commits
to ensuring the other specific physical or human
resources over a specified period of time [48]. Ev-
ery shortage of resources can be compensated via
purchasing, a strategic alliance or outsourcing [49].
The tendency of companies to interconnect arises if
they cannot buy specific resources via market trans-
actions [50]. Mayer and Salomon [51], Barthelemy
[52] highlight that companies opt for outsourcing
due to resource shortages. Outsourcing enables
companies to acquire specific resources they did not
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possess before, that the other party can efficiently
deliver [53]. Company motives for associating with
another company depend on the industry, business
characteristics, competitive situation and entrepre-
neurial background [38]. There are several reasons
why companies decide to implement outsourcing;
however, before making this decision, a company
has to re-examine the expected effects of outsourc-
ing as well as the risks of its implementation. Ten
main reasons why companies choose to outsource
are as follows: (1) lowering and controlling costs,
(2) focusing on the primary activities of the compa-
ny, (3) gaining access to top competencies, (4) redi-
recting internal resources, (5) internal unavailability
of resources, (6) faster benefit extraction than via
reengineering, (7) a function that is difficult to man-
age, (8) a function that cannot be controlled, (9) re-
leasing capital, and (10) lowering risks [54].

A company’s decision to outsource, in addition
to a cost-benefit analysis, should include a detailed
evaluation of its finances as well as the potential ef-
ficiency and risks of engaging with a resource or
service provider [55]. The overuse of outsourcing
can create difficulties in renewing the company op-
erating capability and reducing its potential for con-
tinual progress [56].

3.3 Outsourcing as a modern approach to
business strategy

All business strategies aim to ensure the estab-
lishment of a sustainable competitive advantage.
The strategy relates to finding a favourable position
in the industry and exploiting a long-term competi-
tive advantage [56]. Global market liberalisation on
all levels is imperative if companies are to achieve
competitiveness; therefore, companies must devel-
op and implement different strategies in order to
become more competitive. To establish competi-
tiveness and adjust to rising market demands, com-
panies increasingly engage in restructuring, which
includes outsourcing as a business strategy [57]. A
company has to choose a strategy that will allow
it to occupy a unique and sustainable position in
its industry [58]. The idea of strategic partnerships
among companies emerged in the early 1990s — spe-
cifically, they were connected through outsourcing.
Since outsourcing alters the company boundaries, it
can be considered as a business strategy [59]. The
implementation of outsourcing has to be in line
with a company basic strategy and has to support
its plan. Outsourcing is a restructuring strategy that

brings flexibility and enables a quick response to
market changes and demands [46]. It represents one
of the most successful activities in recent business
dealings, as it facilitates the use of scientific inno-
vations, techniques and technologies with the inten-
tion of developing a competitive product or service
that will satisfy the final consumer [45].

Outsourcing as a strategic choice can enable the
use of superior resources, ultimately leading to a
more successful business [53]. Communication and
information on the conditions of outsourcing have
undergone shifts, as it is necessary to focus the dis-
cussion on the company—partner relationship [57].
The critical criteria for the decision to outsource are
not always financial benefits — trust between busi-
ness partners, maintaining a quality business rela-
tionship and ensuring the expected levels of mutual
deliveries or services are all crucial [60]. A compa-
ny has to realise all the benefits and shortcomings
of such a decision when it chooses to outsource as a
business strategy [57].

3.4 Hypothesis development

Outsourcing implies risk and responsibility allo-
cation when performing certain functions and pro-
viding services, where another company is hired to
perform these activities [61]. Outsourcing is, in fact,
a process of delegating certain business activities
to another party that can deliver them more easily,
more cheaply and more quickly [45]. Outsourcing
is one of the most productive operations in modern
business since most companies are trying to use in-
novations in science, technique and technology to
satisfy their customers [62]. A company can acquire
any resource it lacks through outsourcing [49, 63,
64]. Differentiation is a prerequisite for achieving
a competitive advantage, and it is sustainable if
the competitors are not able to acquire or imitate
resources that form the basis for achieving a com-
petitive advantage. Differentiation will only occur if
the resources are rare, valuable and vital to the com-
pany [49, 65, 66]. If competing companies control
the same resources, then it is necessary to take the
first step in achieving a competitive advantage (i.e.
implementing a strategy that other companies in the
industry do not use) [67].

Activities with less strategic resources are activ-
ities that can be outsourced [68]. Businesses with
low transaction costs are outsourced [69]. Com-
panies are placing more focus on the outsourcing
of activities and resources [55]. The decision to
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outsource is connected to the managers’ perceptions
of the effects of the existing resources on the com-
pany efficiency [50]. The company main goal is to
realise above-average profitability by using all of its
resources and defending its competitive position,
which is vital for the production, services provision
and distribution [44, 71].

H,: The use of the outsourced resources in the
primary activity of the Croatian road freight trans-
porters reduces their ability to differentiate from
one another.

The outsourcing of secondary activities can have
a positive effect on the business success [55, 72].
In this case, the business success grows for three
reasons [73]:

1) the company can focus more on its primary ac-
tivities, which

2) increases the innovations and skills related to
those activities, and

3) improves the service quality and lowers costs.

In contrast, if a company decides to outsource its
primary activity, this can limit the business success,
primarily because of the transaction costs that are
involved [69, 74].

H,: The rise in the level of outsourced resources
in the primary activity of the Croatian road freight
transporters limits their business success.

Outsourced resources Differentiation strategies

Differentiation
of services

Outsourced
vehicles H,

>

Price
differentiation

Image
differentiation
Technological
differentiation

Differentiation
of sta

Il

Outsourced
drivers

Return on
assets

e
=

Return on
equity

Business success indicators

Figure 1 — Proposed conceptual model

4. RESEARCH METHODOLOGY

Primary research was conducted to test these
hypotheses. The sample, research setting and data
collection methods are explained below.

To collect useful knowledge on the business
strategies of road freight transporters in Croatia,
explorative research was conducted on a sample of

ten companies. The research instrument was a struc-
tured interview comprised of questions that were
gathered after conducting a review of the domestic
and international literature via publicly accessible
sources: annual reports, data published by the Cro-
atian Bureau of Statistics and data published by the
Croatian Company Directory of the Croatian Cham-
ber of Economy. The purpose of this research was
to gain insight into how outsourced resources affect
the differentiation strategies and business success
of road freight companies. Further, the study was
conducted to define useful questions for the main
research study.

A highly structured questionnaire was used as
the research instrument. Pilot testing of the survey
evaluated the instrument and identified and elimi-
nated difficulties that arose while filling out the sur-
vey. The pilot study was conducted on a sample of
25 companies (companies in the Republic of Croa-
tia that had road freight transportation registered as
their primary activity with the Croatian Company
Directory of the Croatian Chamber of Economy).
The questionnaire was sent to the companies via
e-mail. Specifically, a list of the companies who
submitted financial reports for the year 2016 was
considered to avoid sending the questionnaire to in-
active companies. The Register of Business Entities
of the Croatian Chamber of Economy was used for
the sample, and 600 companies from this population
were randomly selected.

The questionnaire was created in Google Docs to
make filling it out easier and to ensure a higher re-
sponse rate. There were both open-ended and closed
questions. The respondents had to rate their level of
agreement or disagreement via a seven-point Likert
scale. A one indicated complete disagreement, and a
seven indicated complete agreement. The question-
naire was filled out by 134 companies. Of these, 16
companies responded that road freight transporta-
tion was no longer a part of their business. Thus, the
final sample size of n=118 (response rate: 20.2%)
was obtained.

Out of the 118 companies that filled out the ques-
tionnaire, 100 responded that they were 100% do-
mestically owned. The average share of domestic
ownership in the sample was 95.30%. Regarding
the distribution of the companies based on the size
of the vehicle fleet, 91 companies (71.12%) had less
than 20 trucks in their fleets, and only seven compa-
nies (5.93%) owned more than 100 trucks.
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H, (i.e. whether using outsourced resources in
the primary activity of the Croatian road freight
transporters reduced their ability to differentiate
from competitors) was tested using multiple regres-
sion analysis and the Pearson correlation coeffi-
cient. The independent variable was the tendency to
outsource (measured by the proportion of the com-
panies’ vehicle fleets that were hired — outsourced
vehicles and the proportion of their drivers that were
hired — outsourced drivers). The dependent variable
involved company differentiation of their services,
prices, image, technological capabilities, and staff.

H, (i.e. whether the rise in the level of the out-
sourced resources in the primary activity of the Cro-
atian road freight transporters limited their business
success) was tested via multiple regression analysis
and the Pearson correlation coefficient. The inde-
pendent variable, outsourcing in the company pri-
mary activity, was measured by the proportion of
outsourced vehicles and outsourced drivers. The
dependent variable was examined via non-market
success indicators: profit or loss in relation to return
on assets (ROA) and profit or loss in relation to re-
turn on equity (ROE). The connection between the

level of outsourced resources in the primary activity
and the business success of the Croatian road freight
transporters was tested via an adjusted construct
from previous research regarding the influence of
resource outsourcing in primary business activities
on the business success (Rivard et al. [75], Zhou
and Li [76] and Lin and Wu [77]).

5. RESULTS AND FUTURE RESEARCH

The influence of using outsourced resources was
measured based on the previously developed tools
in relation to the differentiation of services (Lang-
viniené and Sliziené [40]; Evangelista and Swee-
ney [27]), price (Vilain and Wolfrom [78]), image
(Evangelista and Sweeney [27]), technology (Zhou
and Li [76]; Caerteling et al. [10]), and staff (Nieves
and Haller, [79].

Before applying the regression analyses on the
influence of outsourced resources on the selected
strategies of differentiation, this study calculated the
correlation matrix of the outsourced resources and
the differentiation strategies (7able 7). The Variance
inflation factor (VIF) test confirmed that there was

Table 1 — Correlation matrix of the outsourced resources and differentiation strategies

. | 3 gy £ E | ZE | i
g2 2 g = .9 o 8 o = & 3 =S
22 2 2 £ = PE <t | £3
25 25 52 £ 2 E 2 s 2 =
ST 8% | g2 | Tg | “e | g |2£%
[ o o =S (&)
P -
Outsourced vehicles S -
N -
P 180 -
Outsourced drivers S .098 -
N 86 -
P 327 281" -
Differentiation of services S .001 .004 -
N 96 102 -
P 118 -.039 104 -
Price differentiation S 252 .697 267 -
N 96 102 117 -
P 159 187 365" 351 -
Image differentiation S 122 .060 .000 .000 -
N 96 102 117 117 -
P .037 -.002 378 299* 418" -
Technological differentiation S 721 987 .000 .001 .000 -
N 96 102 117 117 117 -
P -.181 -.197 .061 2117 .084 .052 -
Differentiation of the staff S .082 .051 525 .026 382 591 -
N 93 99 111 111 111 111 -
™ Correlation on the significance level p < 0.01 . * Correlation on the significance level p < (.05
P = Pearson coefficient correlation, S = significance; N = sample size
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Table 2 — Results of the regression models of the influence of outsourced resources and differentiation strategies

Dependent | Mdependent | Independent . . Probability | Probability | Probability | _,
variable variable 1 variable 2 Regression equation R
(x) (x,) ! B o

?f“;l;efvei‘i:“"n (V);htisflzzced dor?ise‘;‘slrced $=259+0.03x, +0.02, | 0.000 0.011 0.106 | 0.151
Price Outsourced | Outsourced
differentiation vehicles drivers y=9.69 +0.02x, - 0.01x, 0.000 0.342 0.674 0.016
Image Outsourced | Outsourced _
differentiation | vehicles drivers y=4.68+0.02x, +0.02x, 0.000 0.240 0.264 0.043
Technological Outsourced | Outsourced
differentiation | vehicles drivers y=13.09+0.02x, - 0.02x, 0.000 0.364 0.561 0.012
?f‘glegz?;‘?lon S;‘ﬁfggzced dor?ise‘;‘s“ced y=35.61-0.03x,-0.04x, | 0.000 0.336 0.036 | 0.055

no multicollinearity problem with the independent
variables in the conducted regression models. As
Table I llustrates, it was evident that the more signif-
icant correlations were only the differentiation of the
services and the differentiation of staff (in terms of
independent variables).

The influence of the outsourced resources on
the selected strategies of differentiation was ob-
served through five regression models (see Table 2).
The dependent variable, differentiation of services,
summed up the answers to the statements ‘Your
company offers the following types of transporta-
tion from those listed’ and ‘Beside the transportation
services, your company also offers ...” The price dif-
ferentiation was the result of the price competitive-
ness of companies inside and outside the territory of
the Republic of Croatia.

In the third regression model for H,, the de-
pendent variable was tested via the differentiation
of each company’s image, measured by summing
regular data updates on the company’s website
(#=3.12) and its investment in advertising its ser-
vices (u=3.01). The results (7able ) showed that im-
age differentiation correlated weakly with the out-
sourced vehicles (0.159) and with the outsourced
drivers (0.187).

The dependent variable in the fourth regres-
sion model for H,, technological differentiation,
summed up the introduction of new technologies
into the vehicle fleet (u=4.66), the investment in
the fleet (#=4.54) and the investment in the fleet
equipment (4=4.60). The correlation matrix (7able 1)
illustrated that technological differentiation had al-
most no correlation with the outsourced vehicles
(0.037) nor with the outsourced drivers (-0.002).

In the fifth regression model for H,, the depen-
dent variable was observed via measuring staff
differentiation (the sum of the answers to six state-
ments):

1) Your company sends employees to professional
training (u=4.73).

2) The drivers in your company possess the knowl-
edge and skills necessary to perform the trans-
portation process successfully (4=6.02).

3) An appropriate level of specific expertise exists
in your company (u=5.87).

4) Your employees perform services within the
agreed-upon timeline (¢=5.94).

5) Your employees react quickly to customers’ de-
mands and solve problems (#=5.90).

6) Your employees develop new ideas and knowl-
edge (u=5.10).

It was evident from the multiple regression
analysis results that the outsourced vehicles were
not significant. The outsourced drivers bore signif-
icance for the interpretation of changes in staff dif-
ferentiation.

The results of the regression models confirmed
that the outsourced vehicles influenced the compa-
ny differentiation of services. The outsourced driv-
ers were significant for interpreting the changes in
staff differentiation, whereas in other regression
models, no significant correlation between the de-
pendent and the independent variables was found.
In line with this, H, (the use of outsourced resources
in the primary activity of the Croatian road freight
transporters reduces their differentiation ability) is
partially accepted.

H, of the empirical part of the research examined
the influence of resource outsourcing on business
success in the Croatian road freight industry (i.e.
the rise in the level of outsourced resources in the
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primary activity of the Croatian road freight trans-
porters limits their business success). The correla-
tion coefficient matrix of the outsourced resourc-
es and the indicators of the business success were
calculated before defining the regression model
(Table 3). It can be seen that both the ROA and the
ROE had a higher level of correlation with the out-
sourced vehicles.

The regression model was defined following the
correlation analysis. Here, the dependent variable,
the company’s business success, was measured
through its ROA and ROE, similar to the research
by Rivard et al. [75], Zhou and Li [76] and Lin and
Wu [77]. The independent variable, resource out-
sourcing, was measured through the outsourced
vehicles and the outsourced drivers. As with the
previous regressions, the HAC (heteroscedasticity
and autocorrelation consistent) correlation was con-
ducted to correct heteroscedastic variance.

The values of the regression analysis indicat-
ed that both the outsourced vehicles and the out-
sourced drivers were significant for the interpreta-

Table 3 — Correlation matrix of the outsourced resources and
the indicators of business success

Outsgurced Outs.ourced ROE |ROA
vehicles drivers
P R
Outsourced
. S -
vehicles
N -
P .180 -
Ol}tsourced S 098 _
drivers
N 86 -
P -334™ -254" -
ROE S .002 .020 -
N 87 84 -
P -.343™ =273 583 -
ROA S .001 .010 .000 -
N 89 38 92 -

**Correlation on the significance level p < 0.01
*Correlation on the significance level p < 0.05

P = Pearson coefficient correlation; S = significance;
N = sample size

tion of changes in ROA. Because the values of their
coefficients were less than 0 (i.e. f;= -0.195220,
B,= -0.129152), they had a negative influence on
the ROA. A regression model measuring business
success via ROE was then conducted.

The values in 7Tuble 4 indicate that the outsourced
vehicles and the outsourced drivers were significant
for the interpretation of the changes in ROE. Since
R2=0.1309, this model interpreted 13.0% of the de-
viation. Considering that the outsourced vehicles
and the outsourced drivers were significant in both
regression models, H, is accepted.

According to Neter, Wasserman and Whitmore
[80] R-square is a measure of explanatory power,
not fit. R-square, even when it is small, can be sig-
nificantly different from 0, and indicating that a par-
ticular regression model has statistically significant
explanatory power. In the social sciences, where it
is hard to specify the complete, well-specified mod-
els, low R-square values are often expected. Figure 2
shows the empirical validation of the proposed con-
ceptual model.

The research results indicate that companies dis-
tinguished by a high share of hired vehicle fleets
should seek differentiation in their services. Fore-
most, this implies offering additional services:
storage, cumulative transportation, valet parking,
labelling, documentation completion and inclusion
of specific production phases. In contrast, compa-
nies with a higher share of their own vehicle fleet
should build their competitive advantage via staff
differentiation.

Future research should be directed toward com-
panies that report road freight transportation as their
side activity. Particular attention should be placed
on researching the leading Croatian companies in
the retail, wholesale, and food sectors. This type
of research would enable the comparison of ve-
hicle fleet and driver management strategies for
companies that have road freight as their side ac-
tivity with the companies that specialise in freight
transportation.

Table 4 — Results of the regression models of the influence of the outsourced resources on business success

Independent | Independent . e -
Depejndent variable 1 variable 2 Regression cquation Probability | Probability | Probability R2
variable y X, x,
(x) (x)

Retrnon | Outsourced | Outsourced 1 _ 5 33 g5¢ 013c, | 0.000 0.037 0.000 | 0.157
assets vehicles drivers 1

Returnon | Outsourced | Outsourced | _ 46 75 (57 9y 0.000 0.032 0.002 | 0.013
equity vehicles drivers ! 2
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Outsourced resources

Outsourced
vehicles

Outsourced
drivers

v

Return on P.V. (x))=0.037
assets P.V. (x,)=0.000
Return on P.V. (x)=0.032
equity P.V. (x,)=0.002

Business success indicators

Differentiation strategies

Differentiation P.V. (x)=0.011
of services P.V. (x,)=0.106
Price P.V. (x,)=0.342
differentiation P.V. (x,)=0.674
Image P.V. (x,)=0.240
differentiation P.V. (x,)=0.264
Technological P.V. (x)=0.364
differentiation P.V. (x,)=0.561
Differentiation P.V. (x)=0.336
of staff P.V. (x,)=0.036

Note:

P.V. values in black: statistically significant
P.V. values in grey: statistically not significant
Hypothesis H1 partially accepted
Hypothesis H2 accepted

Figure 2 — Empirical validation of the proposed conceptual model

The present study examined outsourcing through
shares of hired vehicle fleets and hired drivers. Fu-
ture studies should investigate the influence of
outsourced information systems on business suc-
cess and differentiation ability in the Croatian road
freight transportation industry. To test its hypothe-
ses, this study measured business success through
values of ROA and ROE in the year 2016. This is
one of the present study limitations, as it considers
one year; thus, it recommends that future studies
should use the average values of the presented indi-
cators for the last ten years.

6. CONCLUSION

Road freight transportation plays a vital role in
almost all the economic activities in all of the EU
member states. Requiring special examination are
those activities that are crucial to infrastructural
and socio-economic gain. The importance of road
freight transportation for every economic system is
evident in its essential role in connecting production
with consumption. Considering that road freight
transportation represents a significant part of road
transportation, the present study focused solely on
this segment.

The first part of the empirical research explored
the influence of the outsourced resources in the
primary activity of the Croatian road freight trans-
porters on the limitations of their differentiation
capabilities. While the second part of the empir-
ical research analysed the influence of outsourced

resources on the business success. The aim of the
conducted empirical research was to provide an an-
swer to the set research question: Can outsourced
resources be a source of competitive advantage?
The research results confirmed that outsourced re-
sources can be a source of competitive advantage.
It is precisely the outsourced drivers who have been
confirmed as significant for interpreting changes in
staff differentiation, while outsourced vehicles in-
fluenced the company differentiation of services.
Study also showed that the outsourced vehicles and
the outsourced drivers were significant for the inter-
pretation of changes in ROA.

The proposed study results offer a model that en-
ables road freight companies to build their compet-
itive advantage based on the outsourced resources,
either vehicles or drivers. By using this model, the
company can estimate future plans, e.g. the need for
additional vehicle fleet or investment in educated
drivers to insure their business prospective, man-
agement strategy and competitive advantage.
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OUTSOURCING KAO IZAZOV ZA
POSTIZANJE KONKURENTSKE
PREDNOSTI U CESTOVNOJ TERETNOJ
INDUSTRIJI: PRIMJER REPUBLIKE
HRVATSKE

SAZETAK

Svrha ovog rada je istraziti eksternalizaciju (out-
sourcing) kao moguci izvor konkurentske prednosti za
cestovne prijevoznike tereta te je i empirijsko istrazivanje
bilo usmjereno prema sektoru cestovnog prijevoza. Met-
odoloski, ovaj se rad temelji na podacima prikupljenim
na uzorku hrvatskih cestovnih prijevoznika. Buduci da
odredeni broj prijevoznickih poduzeca cesto eksternali-
zira svoje resurse, uvid u aktivnosti eksternalizacije ost-
varen je analizom 1) broja unajmljenih vozila u voznom
parku i 2) broja unajmljenih vozaca. Za ispitivanje pret-
postavki predlozenog modela provedeni su test inflaci-
Jje varijacije, analiza korelacije i visestruka regresijska
analiza. Rezultati istrazivanja potvrdili su vezu izmedu
eksternaliziranih resursa i diferencijacije usluge i oso-
blja. Najvazniji doprinos studije i smjernice za menadz-
ment ukljucuju smjernice da poduzeca s vise unajmljenih
vozila u voznom parku trebaju diferencirati svoje usluge,
dok bi, s druge strane, poduzeca koja imaju veci udio
voznog parka u svojem viasnistvu, trebala graditi svoju
konkurentsku prednost kroz diferencijaciju osoblja.

KLJUCNE RIJECI

cestovni teretni prijevoz; cestovna teretna industrija;
konkurentska prednost; outsourcing; logisticki
operateri;
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