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1 Introduction 
In this chapter we introduce the reader to the subject of investigation. We begin by 
presenting a short background, which is then followed by a problem discussion 
highlighting the perspectives that will be further explored. This in turn leads to the 
purpose of the study, which involves an analysis of the management control in Shared 
Service Centers.  

1.1 Background 
A changing business environment continuously challenges companies to develop new 
ideas of how to stay competitive on an ever fiercer market. Crucial for survival is 
among others high flexibility and rapid response to customer expectations (Bergeron, 
2003). In the 70´s and 80´s, many were the ones to believe that the concept and use of 
decentralization was the ultimate solution. Formerly centralized support functions, 
like accounting and information systems, were customized and distributed to the 
different business units within an organization, this way being placed where they 
supposedly were mostly needed. However, over the years disadvantages showed. The 
striving for independence among business units had led to duplication of effort and a 
great waste of resources (Schmidt, 1997). Managers realized that they were losing 
money, the reason primarily being that large-scale services were inefficiently 
provided (Aubrey, 2001). And the pendulum is now swinging. This time, however, it 
is neither centralization nor decentralization that provides the answer on how to 
organize company activities.  
 
Instead, it is the concept of Shared Service Centers1 (SSCs) that has gained ground as 
constituting the model of organization, falsifying the previous dichotomy. The benefit 
of the SSC organization is that it concurrently allows the economics of both the 
centralized and the decentralized business models. Non-strategic activities, which are 
common to all business units, are consolidated into a shared services operation, 
reaping traditional centralization benefits, such as economies of scale, standardization 
and downsizing. Unique activities, strategic to the business units’ relationships with 
their customers, rest within the business units’ responsibility; hence the SSC allows 
them to focus on their core business. This entails decentralization benefits such as 

                                          
1 The concept of a SSC, or a SSC organization, is regarded as being synonymous with that of a shared services operation, 

and the wordings are hence used as synonyms throughout the thesis. The concept will be further explored in chapter 2. 
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customization, flexibility, and agility to better meet customer needs. (Schulman et al., 
1999) 

1.2 Problem discussion 
The constant market pressure on companies to increase their competitiveness has 
compelled managers to explore business models outside of the traditional ones. The 
SSCs form part of these untried models and as the phenomenon is relatively new, 
there is hardly any historical research to rely on. The main focus hitherto has been to 
outline the benefits and the disadvantages of the strategic choice of a firm to establish 
a SSC, and further on to discuss the implementation process, which inevitably follows. 
The next step that corporations are now facing, however, is to formulate a 
management control system, which can embody this strategy and decompose it into 
operative goals. As indicated, the research in the area is scarce, and studies of 
conventional models may prove unfruitful, as the SSC can be seen as a hybrid of 
different organizational forms. Another distinctive characteristic of a SSC is the fact 
that its core business, which is to perform support services, often differs from that of 
the entire corporation, which can be for instance production or distribution. This 
implies that there are no obvious paths to follow when it comes to management 
control and the choice thereof thus seems far from straightforward. Consequently, 
companies cannot fall back on any well-established or well-tried model, and hence 
they may have to develop one themselves, for example by trial and error processes 
and by learning from each other through benchmarking studies. (Bergeron, 2003)   
 
In the process of analyzing what management controls to use it is important to 
consider that the effectiveness of these will vary depending on how the employees 
involved will react. People in different countries, in different firms, and in different 
business units all behave differently, and this fact makes it greatly challenging to 
implement a management control system. An implication thereof is moreover that 
there is no one best form of control existing; what works best in one setting may 
simply not work in another. (Merchant and Van der Stede, 2003)  

1.3 Definition of the problem 
As noted, there is no one best form of control system for a company to implement in 
order to manage its operations. Rather each organization faces the challenge of 
designing a control model that is suitable to its unique situation and conditions. Albeit 
increasing, the utilization of SSCs is not yet very common, and the management 
control of such organizations hence constitutes a relatively unexplored area. Therefore, 
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it is of interest to investigate the design of a SSC management control system, and 
furthermore, to find out what variables affect this outlining. The research questions 
thus chosen are:  
 

 How is the management control system in a Shared Service Center designed? 
 Why is the Shared Service Center management control system outlined this 
way?   

1.4 Purpose 
The purpose of this thesis is to describe the design of the management control system 
in a Shared Service Center, and further to analyze the underlying reasons for its 
outlining.  

1.5 Demarcation 
Albeit the research in the area of management control in SSCs is rather limited, 
several companies all over the world have implemented, or are on their way to 
implement, some sort of shared services for its operations. Hence, there is a multitude 
of organizations to choose from when deciding which ones to study for the purpose of 
this thesis. Due to a limited time frame as well as a limited cost budget only Swedish 
corporations are to be researched. Furthermore, they are selected on the basis of 
public companies acting cross-boarder, that is, multinational companies. A reason for 
these restrictions is that SSCs most often are found in companies with the 
characteristics of being large and complex and having multiple business units 
(Schulman et al., 1999).  
 
The research and the writing of the thesis are restricted to a ten-week period in the fall 
semester of 2003, and the study is limited to an investigation of the SSCs in three 
different companies, Electrolux, SKF and Volvo, which all align with the criteria 
discussed above. Furthermore, the problem is intended to be highlighted primarily 
from the perspective of the SSC management. An explanation for this choice is that 
the design and the implementation of a management control system is the task of the 
management. 

1.6 Outline of the thesis 
The thesis consists of eight chapters. The first, which was already presented, 
introduces the reader to the subject of investigation. The next chapter provides a 
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theoretical background discussion about the notion of a SSC, and aims at explaining 
what shared services is all about. Thereafter, a chapter describing the methods 
undertaken is to be found, subsequently followed by the theoretical framework. 
Constituting the fifth part of the thesis is the empirical study, outlining the 
management control systems of the three SSCs respectively. The analysis then 
follows accompanied by the conclusion, answering the research questions, hence 
fulfilling the purpose. Finally, a discussion closes the thesis. 
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2 The Shared Service Center  
In this chapter we define the concept of SSCs and furthermore, present a theoretical 
background discussion, this is order to provide the reader an understanding of what 
shared services is all about.  

2.1 A definition of shared services 
Shared services is a way of organizing business activities in a company, though to 
define such a business model is not all that easy. In line with Merchant and Van der 
Stede’s (2003) discussion about there being no one best form of control, also the use 
of a business model has to be customized to the setting of each respective 
organization (Schulman et al., 1999). The concept however can be broadly defined: 
 

”Shared services is a collaborative strategy in which a subset of existing business 
functions are concentrated into a new, semi-autonomous business unit that has a 

management structure designed to promote efficiency, value generation, cost savings, 
and improved service for the internal customers of the parent corporation, like a 

business competing in the open market.” 
Bergeron, 2003:3  

2.2 Activities performed in a SSC  
A company using the business model of shared services consolidates resources that 
perform like activities into a separate unit, activities that were formerly being spread 
across the entire organization and by business units viewed as being ’back office’ 
support services, and hence not belonging to the core business. These activities now 
turn into constituting the core processes of the shared services operation. (Schulman 
et al., 1999)  
 
There are two groups of activities that can be performed in a SSC, classified as 
transactional and professional services respectively. The latter are knowledge-based 
and often demand a delivery that is customized to each unique situation. Examples are 
human resources, logistics, legal and IT. The transactional services however are 
typically repetitive and large-scale, and most often generic across an organization, 
meaning that they are almost identical regardless of in what business unit they are 
carried out. Hence, they are well suited for consolidation, which in turn may result in 
economies of scale and increased productivity. Due to these reasons, transactional 
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activities, often administrative in kind, are the ones commonly concentrated in the 
SSC of an organization (King and Leong, 1998; Schmidt, 1997). Moreover, research 
shows that most SSCs are financially oriented and hence are responsible for functions 
such as accounts payable and receivable respectively, general ledger, fixed assets and 
cash management, travel expense reporting, and payroll etc. (The way ahead, 2000).  

2.3 Motives for creating a SSC 
Albeit support services, like those mentioned above, by many are perceived to be 
more tactical than strategic in nature, they are essential to an organization in order for 
it to achieve its strategic aims. Hence, it is of importance that these activities not only 
are performed, but that they are performed well (Schulman et al., 1999). Through the 
creation of a shared services operation, this can be achieved. However, such an aim 
for quality in services has not always been the focal point. Instead the main goal of 
early SSCs was cost reduction, and still today this most often is the primary motive 
(Lucenko, 1998). Though, over the years several other benefits have shown. Seen 
from an overall corporate perspective, the use of a shared services operation increases 
flexibility and enhances corporate value in that it allows the business units to focus on 
their respective strategic tasks. Management time is freed up, as non-core processes 
no longer have to be performed within the SBUs 2 ; these activities are instead 
being ’outsourced’ to the SSC. Moreover, shared services allows a company to show 
one consistent face to its stakeholders, a characteristic which is perceived to be more 
important than ever in today’s competitive world market (Bergeron, 2003; Schulman 
et al., 1999).  
 
The benefits mentioned show traces of the fact that the business model of SSCs 
catches the best elements of both centralization and decentralization, whereas the 
negatives of both are avoided (Schulman et al., 1999). (For further details on what this 
brings with it, an explaining model is to be seen in Appendix 1.) Combining this with 
the benefits of technology allows a SSC to obtain its goals of reducing costs and of 
improving the quality of services (Bergeron, 2003; Keith and Hirschfield, 1996). 
Moreover, Joachim (2001) suggests that a corporation in the phase of creation should 
consider and see to that the shared services business model will also bring with it an 
enhanced level of customer satisfaction; improved control, compliance and 
information management; and improved employee satisfaction. 

                                          
2 SBUs = Strategic Business Units 
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2.4 Some characteristics of a SSC 
Attributes that characterize a SSC are among others that it is process oriented; that it 
leverages technological investments; and that it focuses on service to its business 
partners (Schulman et al., 1999). Moreover, Joachim (2001) outlines four 
characteristics that more concretely illustrate the SSC type of operation, that is: the 
existence of transaction intensity; the focus on adding value; the standardization of 
processes; and finally, automation. What primarily distinguishes the SSC, and what 
hence differentiates it from a regular centralized support function, are three things. 
First of all, there is a focus on partnership. The SSC works in cooperation with the 
surrounding business units, its customers, and thus do things ‘with’ them, and not ‘to’ 
them. Secondly, service is a key conception (Schulman et al., 1999). A SSC is in the 
business only of providing services, not in executing control on behalf of the parent 
corporation, which could be the case in a centralized environment where the business 
administration function constitutes a part of headquarter activities. This discussion 
aligns with the third distinguishing characteristic, the independency. A SSC acts as an 
independent business unit from which its customers buy services. Such a relationship 
is in line with the concept of outsourcing, and consequently, the notion of insourcing 
has been coined, describing the shared services kind of operations (Bergeron, 2003; 
Jarman, 1998).  
 
The SSC characteristics are related to efficiency as well as to effectiveness benefits. 
For instance the pooling of resources, the leveraging of technology and the economies 
of scale improve efficiency, whereas the creation of standard processes, the sharing of 
expertise and the enhanced level of service are connected to effectiveness issues. 
(Schulman et al., 1999)  
 
However, by the creation of a SSC, as in any situation of organizational change roles 
within the business are altered, and hence, companies must actively manage the 
individuals and their expectations in order to achieve the benefits that are sought. In 
this process of change management, strong leadership is a key, and a device of great 
importance is the outlining and utilization of a management control system, a topic 
which is further explored in the theoretical frame of reference. (Schulman et al., 1999; 
Simons, 2000) 
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3 Methodology 
In this chapter we aim to make the reader aware of the methodological choices that 
were made during the research process. The theoretical perspectives relevant to the 
study are discussed, and also presented is the practical procedure of the data 
collection. Finally, the methods and sources used are critically assessed; this in order 
to clarify the validity and the reliability of the thesis.   

3.1 Way of undertaking the study 

3.1.1 A qualitative case study 
Once having defined the problem, an investigator needs to decide on who is to 
participate and what techniques are to be used in the gathering of information for the 
research. The most common ways are the performance of surveys, case studies or 
experiments. Although a survey through its extensive design would have made 
possible the studying of several companies, it would not have allowed an 
investigation along all of the dimensions desired. Hence, to be able to do a deeper 
analysis highlighting several problem perspectives, a case study was undertaken, a 
study which intensively analyzes a social system. (Befring, 1994; Halvorsen, 1992; 
Patel and Davidsson, 1994) 
 
When carrying out such a study, most often qualitative methods, such as unstructured 
interviews, are used, which was also the case in this thesis. Contrasting the approach 
taken in quantitative studies, where the researcher strives at being neutral, the 
personal involvement of the researcher characterizes this and other qualitative studies 
(Befring, 1994; Halvorsen, 1992; Starrin and Svensson, eds., 1994). Further implying 
the qualitative emphasis is the underlying aim of creating a holistic and 
comprehensive understanding of the problem at issue, which in this case is equivalent 
to SSC management control systems, and the factors underlying their design (Lundahl 
and Skärvad, 1999). 
 
The case companies in the study were strategically selected on the basis of subjective 
judgment of what would be of interest for the investigation. This is common when the 
investigator searches to collect qualitative data, especially when the selection is to be 
small (Halvorsen, 1992). Electrolux, SKF and Volvo are all large Swedish 
manufacturing companies with a SSC in place, the latter fact being far from common, 
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and hence constituting a determining selection variable. The respondents too were 
strategically chosen in order to obtain a high quality of information. The striving thus 
was to interview the people within the investigated social system that possessed the 
greatest knowledge (Halvorsen, 1992). Hence, in line with the demarcation of 
studying from the perspective of the management, the interviewees were all connected 
to the management of the case companies’ SSCs. 

3.1.2 Abductive research  
In her endeavor to produce theories a researcher relates present theory with reality. 
When working deductively, a theory constitutes the starting point from which 
hypotheses are derived to then guide the research process. However, the initial stage 
of this study is rather inductively characterized. Constituting the starting point is the 
empirical findings, which are then analyzed in order to fulfill the purpose of exploring 
the designing of management control systems in SSCs, an area in which only few 
theories exist (Befring, 1994; Starrin and Svensson, 1994). The empirical 
observations are however continuously related to the theoretical framework, hence the 
deductive and the inductive ways of working are combined, which by Gummesson 
(2000) is referred to as the undertaking of abductive research.  

3.2 Data collection 

3.2.1 Primary data 
Primary data is information that the researcher herself collected, and its primary 
purpose is to constitute the basis of the one specific study. There are three ways of 
collecting such data; through questionnaires, interviews or observations, the choice of 
which depends on the methodological standpoint of the researcher. Questionnaires 
and structured interviews are examples of quantitative methods, whereas observations 
and unstructured interviews are qualitative (Befring, 1994; Lundahl and Skärvad, 
1999). In the process of this study several personal interviews were carried out. Most 
of them were semi-standardized and unstructured. The questions posed hence were 
rather open, giving the respondents space to freely answer. Furthermore, there was 
room for follow up questions in order to deepen the understanding on certain subjects 
(Patel and Davidsson, 1994). (The original interview guides are to be found in 
Appendix 2.)  
 
Four interviews were undertaken at the three case companies in order to gather 
empirical information. In addition, an expert interview was performed in order to give 
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background information facilitating the creation of the theoretical framework. The 
respondent companies were contacted in the very beginning of the writing, and so 
interview appointments at a rather fast pace were agreed upon. All of the SSC 
organizations were positive about the thesis and of being part of the benchmarking 
study intended. The reason depicted to underlie the enthusiasm was that the SSC 
concept is relatively new, and that only few studies have been performed in regard to 
management control of such operations. Thus, companies are interested in knowing 
what actions other like organizations undertake.  
 
The interviews were made in the first half of the project, resulting in the possible 
emerging of more questions over time, as the knowledge in the research area increases. 
The respondents however were all reachable for complementary comments, and hence 
all questions could be answered. All but one interview were performed in Swedish, 
the other in English, and they lasted between 90 and 120 minutes. One was made over 
the phone, whereas the rest at different occasions were carried out in person at the 
offices of the respondent companies. The Electrolux interview was undertaken in 
Stockholm, while the rest were performed in Gothenburg. The SSC of SKF is located 
in the Netherlands, but the selected respondent regularly visits Sweden and the 
interview could hence be carried out at the SKF headquarters in Gothenburg. So too 
could the second SFK interview, the respondent of which by turns works in Sweden 
and Norway respectively. 
 
All of the interviews except for the one over the phone were recorded, and in order to 
avoid misunderstandings, they were literally transcribed. As the thesis is written in 
English, there could though still be a risk of translation errors in regard to quotations, 
as well as misinterpretations of statements and sayings. However, to reduce such 
possible negative implications the use of English could have, not being the mother 
tongue of the writers, the respondents were given the opportunity to read through the 
worked material and so approve of the writing. 

3.2.2 Secondary data 
As opposed to primary data, secondary data was gathered by someone else and for 
other purposes than the present. Hence, it is important to critically assess the sources 
selected (Befring, 1994; Halvorsen, 1992). For the theoretical framework of this 
thesis, the work of other researchers was used with the aim of integrating existing 
theories into the reference perspective of this specific study. Furthermore, in addition 
to the interview information, written material was obtained from all of the case 
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companies in order to expand the empirical part. Company background information 
was also independently searched from different sources. Parts of the material used 
were in the form of books, journals, and paper reports, whereas parts were sourced 
electronically.  

3.3 Criticism of method 

3.3.1 Validity 
To have a high degree of validity means that the researcher studies or measures what 
she has the intention of studying or measuring, that is, she gathers data which is 
relevant to the purpose of investigation (Befring, 1994; Patel and Davidsson, 1994). 
Furthermore, high validity involves the using of methods being the most suitable for 
the specific problem at issue (Arbnor and Bjerke, 1994). In this study, the use of 
qualitative methods made possible a highlighting of a multitude of dimensions in 
regard to the management control systems in the chosen case companies. Through 
putting these findings in relation to a theoretical framework, the wide perspective 
view was further enforced. The reaching of high validity in this process of 
interweaving demands conformity in the use of concepts on the empirical and the 
theoretical levels respectively (Halvorsen, 1992). This was challenging, as there are 
not many theories available in the specific area of management control in shared 
services operations. Hence, literature on SSC attributes was integrated with theories 
of management control in general. The latter research area offers numerous of 
perspectives and thus all of the existing theories could not be read within the existing 
time frame. However, after having reviewed the work of several well-known 
researchers the dimensions found to be the most relevant were depicted. Via these 
illustrations, empirical as well as theoretical, the validity of the study is enhanced. To 
notice is that the integration of the two research areas is based on subjective 
interpretations, and it is hence the analysis of the empirical data in the light of the 
theoretical framework that shows the alignment to be valid.  

3.3.2 Reliability 
The reliability of a study indicates whether the researcher investigates in a trustworthy 
way (Patel and Davidsson, 1994). In qualitative studies this can be problematic, as the 
interpretations of the researcher play an important role in the problem analysis 
(Eriksson and Wiedersheim-Paul, 2001). However, to reduce such a risk of negatives 
in this study, comprehensive literature reviews in the research area were undertaken. 
This to a great extent then influenced the collection of empirical data, among others 
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through the designing of the interview guides, allowing the obtaining of a sought-after 
balance between data that were subtle and valid on the one hand, and objective and 
reliable on the other (Befring, 1994). It is thus believed that despite of differing 
subjective values of researchers, if someone else at this present time had undertaken 
this research, studying the same individuals and the same phenomenon, conclusions 
similar to those of this thesis would possibly have come to be made. Further enforcing 
the reliability of the study is the fact that the research methods have been depicted, 
which allows for an obtaining of objectivity, enabling the reader to do a just 
evaluation of the analysis and conclusions made (Lundahl and Skärvad, 1999).  

3.3.3 Criticism of sources 
In order to increase the credibility of a study the researcher should critically evaluate 
all of the sources. The purpose of the assessment is to conclude whether the sources 
are valid, relevant and reliable (Befring, 1994; Eriksson and Wiedersheim-Paul, 2001). 
The interviewees of this study could be considered relevant as sources in that they are 
all in management positions, either in the SSCs respectively or in a unit in its close 
cooperation. This fact also contributes to enhance the validity of the interviews, as it 
is the task of the management to both formulate and make use of the management 
control system in an organization. Moreover, for the interviews carried out in person 
‘inter-assessment reliability’ was obtained by having two interviewers present, and 
furthermore, by the fact that tape-recording allowed a ‘storing of reality’. This 
facilitates correct understandings of the respondents’ answers (Patel and Davidsson, 
1994). The telephone interview was not recorded, however, the use of a headset made 
possible the taking of notes. The interview in addition was the last one performed, 
hence allowing adequate preparations to be made. This among others implies that 
written information had already been taken part of, ensuring an extensive background 
understanding to be in place. Further to be noticed is the fact that two of the 
interviewees are of other nationalities than Swedish, which could have implications 
for the understanding of their answers, as cultural differences imply the possibility 
that statements are interpreted in different ways (Hofstede, 1998).   
 
Regarding the documents used, they consist of company internal material as well as 
scientific research articles and reports. These sources are all historical and sprung for 
other purposes than that of this study, however, the information presented was 
carefully selected and is believed to shed light over the specific problem area. 
Enhancing the credibility of the study further is the reliability assessment of its 
content that was made through putting data originating from different sources in 
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contrast to each other (Befring, 1994; Patel and Davidsson, 1994). Finally, it is 
important to critically assess the information electronically sourced in order to ensure 
that the data is authentic (Eriksson and Wiedersheim-Paul, 2001). This was done 
through limiting the use of the Internet. University library databases, containing only 
scientific journals, were utilized, and the case company home pages, the use of which 
could contain a risk of biased information, were used only for company background 
descriptions. 

3.3.4 Generalization 
Case study results cannot be statistically generalized to be valid for an entire 
population. However, the outlining of patterns in the case companies’ respective 
designs of management control systems, and further, the utilization of existing 
theories in the problem areas as a reference for comparison of the empirical findings, 
are other methods of generalizing. By working abductively, allowing a continuous 
interplay between the theoretical and the empirical levels respectively, the results can 
still generate theories. Hence, the conclusions of this thesis may be usable in the 
greater process of creating an analytically generalizable theory about management 
control in SSCs (Lundahl and Skärvad, 1999) 
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4 Theoretical frame of reference 
In this chapter we present the theoretical framework which is to facilitate the 
interpretation and analysis of the empirical findings. We begin with defining and 
discussing management control and the management control system, and then 
continue with an outlining of a number of variables explaining the design of such a 
system. The SSC is continually put into the management control context. Figure 1 
below illustrates the content of the sections following:   
 

The concept of 
management control

The management
control system

Variables affecting
the management
control system

Management
control tools

Responsibility centers

Pricing

Organizational structure

External environment

Technology

Strategy

Other factors

A definition

Changes in management
control focus

Process oriented
management

 
Figure 1: Guide to the theoretical frame of reference 

4.1 The concept of management control 

4.1.1 A definition of management control 
There is no one definition of what the concept of management control implies. 
However, a common perception of control as such is that it is a comprehensive notion 
of all activities performed with the aim of influencing human behavior in order to 
realize goals. The expressions of control and controls respectively can further be 
distinguished from one another. Controls are viewed as being the means leading to an 
overall control, whereas a set of such controls together constitute a control system 
(Kullvén, 1994; Modell, 1998). Moreover, control can be related to informal as well 
as formal processes, the latter involving the idea of that organizations are controlled 
through the use of information. The model attracting the most attention when it comes 
to such control mechanisms was developed by Robert N. Anthony, and it is his 
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definition of the wording management control that has come to dominate this area of 
research (Kald, 2000; Modell, 1998): 
 
“Management control is the process by which managers influence other members of 

the organization to implement the organization’s strategy.” 
Anthony, 1988:10 

 
A management control system in turn can be understood as the formalized structures 
and processes that are used in this management control process. Through these a 
corporation’s overall goals can be operationalized and made understandable for 
everyone within the organization (Anthony and Govindarajan, 2001; Gyllberg and 
Svensson, 2002). 

4.1.2 Changes in management control focus 
Traditionally, a corporation’s financial and accounting system has played an 
important role in the management control system, that is, the financial planning and 
its outcome follow up has been in focus. However, over the years, this focus has come 
to be questioned and discussed. External stakeholder influence on the management 
control has been considered to weaken the usefulness of the information from an 
internal perspective (Gyllberg and Svensson, 2002; Kullvén, 1994). Today’s situation 
is further marked by continuous development and increasing complexity, bringing 
with it demands on adaptations of management control systems (Kullvén, 1994; 
Lindvall, 2001). Expressions such as timing, flexibility and quality are widely used in 
the modern business context, and these wordings illustrate the change in strategic 
focus that lately has taken place among organizations (Lindvall, 2001; McCormack 
and Johnson, 2001). As a consequence of these shifts, changes also in the 
organizational structure of a corporation are believed to be needed, as the structure is 
to support and facilitate the strategic direction chosen (Lindvall, 2001). In addition, 
organizational structure is important in the process of performing management control. 
Two dimensions specifically critical are responsibility structures and communication 
patterns, as they allow for coordination. Coordination in turn plays a crucial role 
within the process orientation, which is said to constitute the corner stone of the 
modern perspective of management control (Lindvall, 2001; McCormack, and 
Johnson, 2001).  
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4.1.3 Process oriented management control 
As opposed to traditional management control, the process oriented perspective 
focuses not only where and for what a company’s resources have been used, but also 
how they have been utilized and moreover, whether the activities performed create 
value for customers (Lindvall, 2001; McCormack and Johnson, 2001). Integrating the 
research of Jarrar and Aspinwall (1999) with that of Lindvall (2001) leads to the 
vision of there being five dimensions throwing light on the ‘process way’ of looking 
upon an organization and furthermore, on the aspects to consider when creating a 
suitable management control system. With the overall aim of creating value for the 
customer, the five dimensions are: the importance of control philosophy – such as 
formulation of vision and values; the use of new methods – such as activity-based 
costing3 (ABC); the use of new measures – such as the balanced scorecard4 (BSC); 
the focus on people; and finally, the strive for process excellence.  
 
Whereas Lindvall (2001) uses his model in order to summarize his standpoint of what 
modern management control is all about, Jarrar and Aspinwall (1999) mean that their 
model is to be used as a practical guide for how to pursue business operations. The 
three main objectives of their model are to focus on delighting the customer; to 
commit to continuous learning and improvement; and to emphasize organizational 
people as the main competitive advantage (Jarrar and Aspinwall, 1999). These issues 
in turn connect well to the operations of a SSC, as such an organization, according to 
King (1998), needs to excel in similar three areas, that is in: delivering excellent 
customer service; driving process improvement; and making the SSC a great place to 
work.  
 
The connection however is logical, as the phenomenon of shared services operations 
came into existence as a result of the revolutionary changes in the thoughts and focus 
of management control that have taken place. Many are the companies in the phase of 

                                          
3 In contrast to in conventional cost systems where focus is on the product in the costing process, activities are the focus 

in activity-based cost systems. Based on a product’s demand for certain activities in the production process, costs are 

traced from the activities to the product. Hence, the allocation bases that are used in activity-based cost systems are 

measures of the activities that are performed (Cooper, 1988). 
4 The balanced scorecard is a set of measures that gives managers a fast and comprehensive view of the business. The 

devise includes financial measures telling the results of actions already taken, but also complements these figures with 

operational measures on for instance customer satisfaction, internal processes and the organization’s innovation and 

improvement activities – measures that are the drivers of future financial performance (Kaplan and Norton, 1992). 
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transforming, paying attention to the five dimensions of the process orientation, some 
of them choosing the SSC business model as part of the solution. Contingent on these 
organizational changes, strategic as well as structural, is the designing of management 
control systems. These are to ensure the realization of each organization’s goals, 
which, albeit having common dimensions, are unique to each organization, 
independently of it being a multinational corporation, a local business unit, or a SSC. 
The aim is to enforce the positives of the development, while simultaneously 
minimizing the negative effects that otherwise may show (Lindvall, 2001; 
McCormack and Johnson, 2001). In line with this, the management control system is 
to be further explored. 

4.2 The management control system 
The management control system is the formalized structures and processes used to 
influence employees’ behavior in order to achieve organizational goals (Gyllberg and 
Svensson, 2003; Merchant and Van der Stede, 2003). A primary purpose is to 
facilitate coordination between the different parts of an organization. The difference 
between individual and organizational goals so should be minimized (Anthony, 1998). 
The role of the system is furthermore to provide information for the strategic 
planning; the process of setting and evaluating organizational objectives, and the 
follow up of these strategic plans (Kald, 2000; Modell, 1998). Hence, the 
management control system is the vehicle for monitoring the implementation of a 
corporation’s chosen strategy (Simons, 2000).  
 
Underlying the purpose of the system is a striving to increase the organization’s 
effectiveness and efficiency; doing the right things as well as doing the things right. 
High effectiveness indicates the fulfilling of objectives, whereas high efficiency 
means consuming as low a level of resources as possible. When reaching these stages, 
an opportunity for profitability is created. Profitability in turn most often constitutes 
the primary target of a business operation, an increase of which thus may result from 
the proper use of a management control system. (Kullvén, 1994; Lindvall, 2001)  

4.2.1 Management control tools 
The development within management control has broadened the set of control tools 
used by managers. It now goes beyond merely the use of financial controls of 
measured performance, and for instance includes direct supervision, employee-hiring 
standards and codes of conduct (Merchant and Van der Stede, 2003). Many of these 
can be contrasted with traditional management control in that they are proactive 
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instead of reactive; focusing on preventing problems before performance is affected 
(Lindvall, 2001).  
Picard and Reis (2002) mean that the two major typologies to describe different 
approaches of management control are those of Merchant and of Simons respectively. 
Below follows figure 2, depicting Merchant’s four categories of action-, personnel-, 
cultural-, and results control. The figure is further complemented with Simons’ 
category of interactive control, since this is the one of his suggested types of controls 
that is not similar to any of Merchant’s (Picard and Reis, 2002). The categories are all 
further described in the sections following the figure. 
 

Management control tools

Action
control

Personnel 
control

Cultural 
control

Results 
control

Interactive 
control

Behavioral 
constraints

Preaction 
reviews

Action
accountability

Redundancy

Selection and
placement

Training

Job design 
and provision of
necessary 
resources

Codes of
conduct

Group-based 
rewards

Intra-
organizational
transfers

Physical and 
social
arrangements

Tone at the top

Performance
measurement

Linking
performance to
compensation

 
Figure 2: The management control tools 
Source: Merchant and Van der Stede, 2003; Simons, 1994. Own design. 
 
The specific set of management control tools to be chosen is that which provides the 
greatest net benefits, that is, benefits or probability of success less costs. In the 
process of deciding among the alternatives managers could begin with considering 
whether personnel or cultural controls will be sufficient, as these controls bring with 
them few costs, both directly in form of monetary investments and indirectly in form 
of harmful side effects (Merchant and Van der Stede, 2003). In the SSC, the tools 
should facilitate the gaining of all possible benefits with the operations, which by 
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many is seen as a great challenge as it includes the obtaining of goals within several 
differing dimensions: 
 

“Can a balance really be achieved between the motivation of staff  
to deliver high performance and the need to continually 

 drive down administrative costs?” 
King, 1998:38 

Action control 
Action control involves ensuring that specific actions will (or will not) be taken by the 
employees (Merchant and Van der Stede, 2003). This can be associated with Simons’ 
boundary system, which is partly described as the establishment of limits for 
opportunity-seeking behavior (Simons, 1994). Merchant and Van der Stede (2003) 
define four forms of action control: 

•  Behavioral constraints 

Behavioral constraints make inappropriate actions difficult and include for instance 
computer passwords, television surveillance and limited access to certain areas. It can 
also involve restrictions of decision-making authority or separation of duties 
(Anthony and Govindarajan, 2001; Merchant and Van der Stede, 2003).    

•  Preaction reviews 

Preaction reviews, which can be formal as well as informal, require employees to be 
granted approval before taking action, for example in regard to expenditures 
(Merchant and Van der Stede, 2003).   

•  Action accountability 

Action accountability involves communicating acceptable and unacceptable actions, 
and rewarding compliance with or punishing deviations from defined limits. The 
actions can be communicated through work rules, codes of conduct, and policies and 
procedures, or socially in meetings or private conversations (Merchant and Van der 
Stede, 2003).   

•  Redundancy 

Redundancy signifies having more employees (or machines) than strictly necessary 
assigned to a task, or appointing back up employees (or machines) (Merchant and 
Van der Stede, 2003).   
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When it comes to SSCs, Miller (1999) declares a need for more structured controls 
than in the back-offices that are being replaced. Due to higher volumes of transactions, 
and sometimes reduced skill levels, tools such as separation of duties, and IT access 
controls could be used. For general ledger activities, controls such as staff checklists 
and supervisory reviews could be suitable. The process orientation of the SSC further 
makes it imperative for its operational success to have well-defined and documented 
processes. This includes having documentations of process flows and of standard- as 
well as detailed procedures, the latter among others including service level 
agreements (SLAs) (Miller, 1999).  
 
As customers and service providers in their partnership have joint responsibility for 
results, SLAs are normally set up between the SSC and the business units it supports 
in order for each party to understand its specific responsibilities. The SLA is also 
intended to prevent additional requests from the business units to the SSC beyond 
those originally anticipated (Joachim, 2001; Miller, 1999). The SLA typically 
specifies the services to be delivered; deadlines; bonuses and penalties related to 
delivery requirements; billing and pricing models; responsibilities; and quality 
standards, such as responsiveness to customer demands, frequency and nature of 
benchmarking, and performance measurement, including employee performance 
(Bergeron, 2003). In order for a SSC to maintain good relationships, it needs to meet 
the SLA requirements, if not exceeding them (King, 1998).  

Personnel control 
Personnel control influences individuals to act in the best interest of the organization 
by ensuring that they have knowledge of the organization’s goals and are capable of 
doing a good job. The aim often is to increase the probability of employees 
undertaking self-control (Merchant and Van der Stede, 2003). Anthony (1988) means 
that self-controlled managers act in a certain manner not because they have been 
ordered to do so, but because their own judgment suggests so. According to Merchant 
and Van der Stede (2003), personnel control can be implemented through: 

•  Selection and placement 

Putting the right person in the right job sometimes is the single most important 
element of a control system (Merchant and Van der Stede, 2003). Selection and 
placement matches an individual’s personality and skills to a particular position, and 
attempts to find people whose personal values align with the organization’s culture 
(Picard and Reis, 2002).  
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•  Training 

Training enhances employees’ skills and moreover provides the staff with valuable 
information of expected results or actions, as well as how assigned tasks can best be 
performed (Merchant and Van der Stede, 2003). 

•  Job design and provision of necessary resources 

In order for employees to perform well, their jobs must be designed not to be above 
their capabilities, and necessary resources must be made available (Merchant and Van 
der Stede, 2003). 
 
Regarding shared services operations, King (1998) suggests that by the creation of a 
SSC, existing experience and business knowledge should be combined with fresh 
skills and ideas from new starters. He emphasizes that it is crucial to focus on the 
people that are to form the new organization, to make them fit in. In line with this, 
King (1998) means that competence is what should guide the recruitment process:  
 
“Cost per transaction is more important than cost per head. It is worthwhile to invest 
a little more in higher quality people who are efficient and will help you run your SSC 

like a business.” 
King, 1998:39 

 
There are a number of characteristics of the SSC to take into consideration when it 
comes to the personnel. As SSC job tasks tend to become repetitious over time, 
employers risk losing their staff because of a growing disinterest (Miller, 1999). 
Furthermore, the typical SSC has a flat organization, and hence opportunities for 
promotion are limited (Cecil, 2000). One way of ensuring maintained motivation, at 
the same time as providing training, is to offer the opportunity of job rotation. Though 
in order to avoid negative effects on customer service if a staff member leaves, this 
should be combined with job sharing, and with proper documentation of processes 
and duties (Miller, 1999). Moreover, King (1998) emphasizes that employees should 
have their personal development plans, and further that they should participate in 
projects that enhance their skills. A certain level of staff turnover is nevertheless to be 
expected, and should be planned for (King 1998). This could be done for example 
through reviewing the recruiting and training structures to ensure that they are 
sufficient to attract new personnel (Miller, 1999). 
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Cultural control 
Organizational culture is built on shared beliefs, traditions, stories and values, and the 
cultural control is to embody this. In written and unwritten rules, employee behavior 
is governed with the aim of encouraging mutual monitoring, which can be explained 
as being a form of group pressure preventing deviations from group norms and values 
(Picard and Reis, 2002). Merchant and Van der Stede (2003) mention five methods 
through which cultural control can be executed: 

•  Codes of conduct 

Codes of conduct and mission or vision statements are examples of formally 
communicated definitions that provide basic values, purpose, and direction for the 
organization, by Simons (1994) denoted as a beliefs system (Merchant and Van der 
Stede, 2003). 

•  Group-based rewards 

Rewards based on collective achievements are used to obtain mutual monitoring and 
communication of expectations, rather than to motivate employees to achieve the 
rewards, which on the other hand is the underlying purpose of individual rewards 
(Merchant and Van der Stede, 2003).  

•  Intra-organizational transfers 

Transfers throughout the organization can improve the socialization of employees, 
developing organization- instead of subunit identification. Employee rotation can also 
reduce incidents of fraud, as the personnel is presumed not to become too familiar 
with certain activities or transactions (Merchant and Van der Stede, 2003). 

•  Physical and social arrangements 

Organizational culture is shaped by arrangements such as office plans, architecture, 
dress codes and vocabulary (Merchant and Van der Stede, 2003). 

•  Tone at the top 

Managers serve as role models and the attitudes of subordinates are usually shaped by 
their impressions of the superiors’ attitudes (Anthony and Govindarajan, 2001). 
Management can thus influence the culture by making statements that are at one with 
the desired culture and, most importantly, by behaving in line with those statements 
(Merchant and Van der Stede, 2003). 
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In regard to cultural control in SSCs, Cecil (2000) means that in a SSC where the SSC 
staff is solely responsible for performance, business unit customers may lack 
incentives to improve the quality of their input. In such a situation, peer pressure can 
be an effective tool, for instance realized through an internal customer council that 
reviews the costs of the business units. Hence, if a unit has excessively high costs, its 
peers will ask the unit to either justify its costs, or to modify its demands (Cecil, 
2000). Another dimension of cultural control is highlighted by King (1998), who 
describes how location selection and design can assist in avoiding the creation of an 
“accounting sweatshop environment”. This can be done for instance through using an 
open plan environment without fixed offices, which in turn can help reinforce the flat 
organization of the SSC (King, 1998). 

Results control 
Results control holds employees accountable for accomplishing a particular outcome 
and can be compared with Simons’ diagnostic control system, which is described as a 
system used to monitor organizational outcomes and to correct deviations from preset 
standards (Picard and Reis, 2002). The implementation of results control consists of 
four stages: the defining of performance dimensions; the setting of performance 
targets; the designing of performance measures; and the linking of rewards (or 
punishments) to results. The process is critical, as the goals set and the measurements 
made will shape the employees’ views of what is important (Merchant and Van der 
Stede, 2003):  
 

“What you measure is what you get” 
Kaplan and Norton, 1992:71 

 
Below follows a more thorough discussion about performance measurement in SSCs 
specifically, and furthermore, about linking performance to compensation. 

•  Performance measurement in SSCs 

Apart from the overall aim of reducing costs, SSCs have also been described to strive 
for improved quality of services, as well as customer and employee satisfaction. In 
order to achieve these goals, the critical performance dimensions of a SSC are 
summarized as customers, processes and people (Bergeron, 2003; Joachim, 2001; 
King, 1998; Lucenko, 1998; Schulman et al., 1999). The building of strong internal 
customer relationships is critical in order to reap the benefits from both worlds: 
economies of scale from centralization and customer focus from decentralization 
(King, 1998). The issue was exposed as the business units in the beginning contested 



 
Theoretical Frame of Reference 

 

30 

the SSC concept, resulting from that the achieved cost savings were not always 
reflected in their budgets. When some business units thus quit utilizing the SSC 
services, cost reductions and productivity improvements could no longer be obtained. 
Consequently, the shared services organizations chose to begin addressing customer 
satisfaction issues in order to win back its customers (Lucenko, 1998). In addition to 
the customer focus, the driving of continuous process improvements is a cornerstone 
of the SSC concept, crucial because of such organizations’ focus on service and 
partnership, and for the achievement of cost reduction (Joachim, 2001; King, 1998; 
Schulman et al., 1999). Formerly, relatively little attention was given to employees, 
but further developments provided an awareness of the correlation between satisfied 
customers, a vital organization and committed employees (Lucenko, 1998). The 
similarity with an independent business is apparent, and many are the advocates for 
the SSC being run like a competitive business (Forst 2001; King, 1998; Lucenko, 
1998).  
 
There are various models for measuring performance and many SSCs have 
implemented the balanced scorecard, linking perspectives to the SLAs used (King, 
1998). The four dimensions typically chosen for a SSC scorecard are financial, 
partnership, operation, and innovation (Schulman et al., 1999). (In Appendix 3 there 
is an example of a balanced scorecard with measures for each of these four 
dimensions.) King (1998) further believes that in the absence of an external market, 
performance measurement should be linked to benchmarking in order for the SSC to 
be held accountable, and to be challenged to improve continuously. Moreover, an 
understanding of the best practice processes adopted is more important than 
comparisons of traditional measures, such as invoices per employee. Comparisons can 
also be made with expert service providers, the results of which can furthermore be 
used to consider outsourcing (King, 1998).  

•  Linking performance to compensation 

Results measures motivate people in that the measurements are linked to rewards that 
employees value (Simons, 2000). The rewards do not only include monetary 
compensation, but can also entail job security, promotions, autonomy and recognition. 
Such rewards, being provided by the organization, are extrinsic. People are however 
not only motivated by tangible rewards. Intrinsic rewards, such as a sense of personal 
accomplishment for achieving desired results, can also provide a positive motivational 
impact (Merchant and Van der Stede, 2003).  
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As noticed already, the often flat organization of the SSC limits the opportunities for 
promotion. Therefore, bonuses and performance-related pay can be effective means of 
motivating employees, complementing the means already suggested, such as job 
rotation (Cecil, 2000). According to King (1998), approaches to reward and 
recognition in SSCs should reinforce the notion of teamwork, as it is important for 
successful SSC performance. Miller (1999) regards customer satisfaction as the most 
important metric and hence discusses how companies besides linking compensation to 
performance metrics should also link rewards to compliance with SLAs (King, 1998; 
Miller, 1999).  

Interactive control  
Simons’ interactive control system is not a unique type of control system. Rather, it is 
characterized by the personal involvement of managers in their subordinates’ decision 
activities (Simons, 2000). Hence, any formal control system can be made interactive 
through continuing and frequent attention by top management (Simons, 1994). The 
intent is to get the entire organization to focus on strategic uncertainties, which are 
emerging threats and opportunities that could overthrow the assumptions on which the 
current business strategy is based (Simons, 2000). 

4.2.2 Responsibility centers 
A central part of the management control system is the use of responsibility centers. 
These are organizational subunits with responsibility for a particular set of outputs 
and/or inputs, which, by achieving their own objectives, in sum help implementing 
the strategies of the organization as a whole (Anthony and Govindarajan, 2001). Four 
types of responsibility centers can be distinguished; investment-, profit-, revenue-, 
and cost centers (Merchant and Van der Stede, 2003). Below, profit and cost centers 
are further described, as they are considered the most relevant for the problem area of 
the thesis.  

Cost versus profit centers 
In a cost or expense center, managers are held accountable for some elements of cost 
or expense, which are the financial measures of the inputs to, or resources consumed 
by, the center. Profit center managers are held accountable for the difference between 
the revenues generated (outputs) and the costs of generating those revenues (inputs). 
The prerequisite for determining if there is profit center responsibility is whether the 
manager has significant influence over both revenues and costs. It is however not 
important that there is a goal to maximize profits or to generate revenues from outside 
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of the organization. The financial goal of many profit centers, such as most often 
those in non-profit organizations, is to break even, and therefore it is often not 
considered desirable to generate higher profits than budgeted. (Merchant and Van der 
Stede, 2003) 

Responsibility in SSCs 
Traditionally, SSCs are characterized by not generating any profit, and furthermore, 
by having little accountability for performance (Cecil, 2000; Mergy and Records, 
2001). This is in line with the fact that the primary motive of SSCs often is reduction 
of cost (Lucenko, 1998). Many SSCs furthermore still act as regular centralized 
support functions, however, trends are shifting and more businesslike SSCs with 
profit center responsibility are emerging (Cecil, 2000, Connell, 1996; Lucenko, 1998). 
With the profit center structure follows a number of advantages, such as that 
managers are freer to use their own imagination and initiatives, that units are more 
responsive to competitive pressures as their output is being measured, and that profit 
centers, being similar to an independent company, can provide a training ground for 
general management (Anthony and Govindarajan, 2001). Moreover, becoming a 
profit center allows SSCs the receiving of more top management attention, since 
management time is focused where profits are generated (Mergy and Records, 2001). 
There are however difficulties to manage as well; a profit center structure may 
increase friction because of arguments over transfer prices5 and the allocation of 
costs; competition between organizational units may occur; and, there is no system 
ensuring that profits that are optimal to each individual unit are optimal for the 
company as a whole (Anthony and Govindarajan, 2001). These are issues that all need 
to be considered when deciding on what responsibility structure to put in place.    

4.2.3 Pricing 
The division of organizational units into responsibility centers creates independent 
“businesses within the business”. When transferring goods or services internally, the 
value of these must be established; this in order for each center (and manager) to be 
evaluated properly, and to be provided with proper economic signals to make good 
economic decisions, as if were it in fact operating independently on an external 
market. This applies to both cost and profit centers, but for the profit center the 

                                          
5 Transfer prices = the pricing of internally transferred goods and services (Arvidsson, 1972). The concept is further 

discussed below. 
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procedure is often more problematic as it involves a discussion of profit margins 
(Arvidsson, 1972; Merchant and Van der Stede, 2003).  
 
The SSC faces the issue of pricing internal transfers, as it is to operate as an 
independent business, selling services to other business units within the same 
organization. It is essential for every SSC, also for those without profitability goals, to 
properly understand its cost structure in order to manage the relationships with its 
customers (Schulman et al., 1999). With cost efficiency as one of the major reasons 
for its existence, determining what services cost is crucial for a well-functioning SSC. 
Furthermore, to establish accurate costs is important in order to benchmark internal 
service costs against those of outside providers (Schmidt, 1997). Schmidt (1997) so 
shares the opinion of King (1998), already mentioned above, to consider outsourcing 
if third parties provide services more efficiently and effectively. 

Activity-based costing 
According to Kaplan and Cooper (1998), service organizations among others can 
benefit from using activity-based costing, ABC, in the process of analyzing the 
causality of their costs. As there are minimal or no direct materials, and as the 
personnel provides mostly indirect support to products and customers, the link 
between costs and the use of different resources is not evident (Kaplan and Cooper, 
1998). In regard to shared services organizations, ABC is presented as an example of 
the new methods used in the process orientation, from which in turn the SSC 
originates (Jarrar and Aspinwall, 1999; Lindvall, 2001). As such, ABC is mentioned 
by Connell (1996) as a tool in the striving for cost reduction in a SSC. By using the 
ABC method, organizational spending on resources can be linked to the activities and 
business processes performed by these resources. Cost drivers are identified, driving 
activity costs to the products, services, and customers that create the demand for (or 
are benefiting from) the organizational activities. This results in estimates of unit 
costs and of the amount of activities and resources deployed for individual services 
and customers (Cooper and Kaplan, 1999). 
 
An activity-based approach to charging is not only useful for displaying true costs; it 
is yet another means of encouraging the SSC’s internal customers to participate in 
process improvement. Charging less for electronic payments than for checks for 
instance provides an incentive to convert to the more efficient process. Furthermore, if 
the activity analysis reveals that certain business units incur higher costs because of 
for example incomplete orders, charges can be set higher until this improves (King, 
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1998). This is also mentioned by Cecil (2000) as a way to improve customer 
performance; for instance billing non-standard processes at higher cost than actual, 
charging clients for the actual time spent on their work, or weighting costs according 
to the quality of customer inputs. Cecil (2000) further points out that some SSCs are 
working with their customers to find the level of service that provides the best overall 
value, rather than the level that costs the least.  

Pricing models in SSCs 
Several pricing models for a SSC have been proposed, such as: 

•  No pricing formula 

The SSC is treated as if it were a centralized corporate function with the cost of 
operating the center regarded as “corporate overhead” (Bergeron, 2003: Schmidt, 
1997; Schulman et al., 1999).  

•  Allocation 

Business units are billed for the percentage of the total transaction volume they 
account for, not taking into account the quality of business unit input or complexity of 
transactions (Bergeron, 2003; Schulman, 1999). 

•  Negotiated fee 

Services provided are compensated by a negotiated fee (Bergeron, 2003).  

•  Full cost 

Business units are charged for full costs on a usage basis (Schmidt, 1997). 

•  Full cost plus markup 

Services are sold adding a markup for profit (Schulman et al., 1999).    

•  Market prices 

The SSC uses the actual price at which the service is sold in the marketplace when 
billing its services (Schulman et al., 1999).  

•  Value management 

A variable price is charged, which is dependent on both parties abiding by 
predetermined, agreed-upon criteria for input and output, defined by the service level 
agreement (Schulman et al., 1999).  
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Irrespective of what pricing model is chosen in the SSC, Schulman et al. (1999) mean 
that the goal should be simplicity, however not at the price of unfairness. 

4.3 Variables affecting the management control  
 system 
A few decades ago, many researchers believed in there being one best way of 
organizing and controlling an organization (Gyllberg and Svensson, 2002). However, 
in the 70’s the contingency theory gained ground, implying that such organizational 
and control structures should be adapted to company unique characteristics and 
environments (Modell, 1998) Since then, various situational factors have come to be 
researched, a number of them found to influence among others the designing of 
strategies as well as management control systems (Arwidi and Samuelson, 1991).  
 
This thesis aims at describing the design of management control systems in SSCs and 
furthermore, at analyzing what variables underlie their design. In order to facilitate the 
drawing of conclusions when it comes to the latter, a model based on the combining 
of contingency variables from former studies has been composed. The using of 
several variables reinforces the ‘package approach’, which prescribes that multiplicity 
is a necessity in explaining for instance the management control system. Underlying 
this approach is the thought that situational factors are dependent on each other, and 
furthermore, that the different parts of a management control system cannot be 
designed independent of one another (Otley, 1980). The model is depicted in figure 3 
below, and is then followed by a discussion of the different variables. 
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The management
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Figure 3: Variables affecting the management control system in a SSC 

4.3.1 Organizational structure 
Thorén (1995) means that when undertaking a study on an aggregated organizational 
level, such as in this case where SSCs are the subject of investigation, influences 
depending on organization-internal conditions should be differentiated from those 
depending on the organization’s surrounding environment. The reason is that the 
former influences, such as most characteristics of the organizational structure, are 
controllable (Thorén, 1995).  
 
One such variable is size, which is significant among others for the outlining of plans 
and the follow up of outcome, and hence, for the designing of a management control 
system (Arwidi and Samuelson, 1991). Another variable is the age of the organization 
(Ramberg, 1997). According to Bergeron (2003), this is specifically crucial when it 
comes to SSCs, as the shared services model is distinguished by a slow rate of 
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maturity. Moreover, some factors are believed to characteristically change over time 
in a SSC. For instance, the focus of the operation typically shifts from cost reduction 
to quality improvement to profit generation as the SSC matures. Furthermore, the 
customer base often changes from being only internal to also include external 
customers, and the source of internal policies changes from corporate level to service 
unit level (Bergeron, 2003). This may also bring with it a transformation of the status 
of the SSC services, from first being mandatory for other business units to use, into 
then being optional (Bergeron, 2003; Schulman et al., 1999). In addition, at start, 
process reengineering, dictated prices, overhead billing and personnel downsizing are 
common characteristics, whereas focus then alters to include quality and enhanced 
service. Prices are then set to a reasonable level, or even at market level; chargeback- 
or fee for service billing is applied; and employee satisfaction becomes critical 
(Bergeron, 2003). (The factors depicted above, together with some other changing 
factors form ‘the maturation model of the shared business unit’, which is to be found 
in full in Appendix 4.) 
 
In addition to size and age, a third organizational structure variable is interdependence, 
which is related to a business unit’s relations with other units within the organization, 
as well as to the responsibility structure in place (Ramberg, 1997). In regard to the 
latter, to emphasize is that cost and profit center responsibility respectively demand 
differing control practices (Lindvall, 2001). When it comes to business unit relations, 
a SSC, at least in the beginning of its operations, depends on the surrounding business 
units, they being its customers. Teamwork the partners in between is thus a necessity. 
This is a requirement which the management control system in turn must reinforce 
(Anthony, 1988). However, at occasions this may show difficult, as some business 
unit managers resist the use of the SSC. Reasons underlying such behavior are fear of 
losing authority, and more often, concern about losing quality and responsiveness. 
Such concerns hence make relationship management even more important (Schmidt, 
1997).  

4.3.2 External environment 
In addition to organizational structure, a contingency factor is the company’s external 
environment, which among others has to do with uncertainty (Anthony, 1988; Modell, 
1998). The environment consists of several variables, whereof a few have been 
chosen for the purpose of this thesis. In accordance with the discussion above about 
the maturity development of a SSC, such an organization over time may change its 
customer base, and hence shift markets. This variable connects with that of customers, 
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and they both affect the controlling of a SSC. This is so, as going from being an 
internal service supplier to facing customers on the external market involves an 
increase in risk and uncertainty, factors that thus must be managed (Bergeron, 2003). 
Moreover, Ramberg (1997) highlights political, economic and cultural factors as 
being influential in the environment. In the situation of a SSC, these may have 
implications as to differing laws and regulations, and differing cultures, national as 
well as organizational. These are factors that all demand consideration and adaptation 
(Schulman et al., 1999). The location and working environment of a shared services 
operation hence bring with them the contingencies of institutional variables and 
culture and geography. 

4.3.3 Technology 
Several researchers mention technology as an important situational factor in the 
designing of management control systems (for instance Arwidi and Samuelson, 1991; 
Gyllberg and Svensson, 2002; Lindvall, 2001; Modell, 1998). Furthermore, 
Macintosh (1994) establishes technology to have an important role in the questioning 
of traditional management accounting techniques that has taken place in the light of 
today’s automated and computer-aided design and manufacturing processes. The 
technology of a business unit, it being a manufacturing unit or a service provider, is 
found to be strongly related to the characteristics required of a management control 
system to function effectively (Macintosh, 1994; Modell, 1998). Hence, the degree of 
automation and business process design can be considered as contingency variables 
when it comes the designing of management control systems in SSCs, as the variables 
as such play important roles in shared services business operations (Joachim, 2001). 
Another variable found to be related to technology is variation in work tasks 
(Gyllberg and Svensson, 2002). This variable too is relevant in regard to SSCs, as the 
work in such an organization is often characterized as becoming repetitious over time 
(Miller, 1999). 

4.3.4 Strategy 
That there is a link between strategy and management control systems has been 
established by many (Anthony, 1988; Nilsson, 1997). Nilsson (1997) provides an 
example in depicting that shifting trends in corporate strategies, from a focus on 
economies of scale to the significance of flexibility and adaptability, have influenced 
the design and use of control systems. Lind (1996) too observes such an effect as a 
result of changes in business operations, which hence can be seen as an influencing 
variable. This variable suitably applies to shared services operations, as the concept 
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originates from the process orientation developments, which involve several far-
reaching strategic shifts. These strategic shifts have brought with them changes in 
business operations, which in turn must be taken into consideration when outlining a 
SSC management control system. Some process orientation elements that demand 
consideration are: the customer focus – entailing a highlighting of the qualitative 
aspects of business operations; the cultural reconsideration – requiring employee 
involvement and empowerment; the strive for continuous improvements – involving a 
standardization of the better structures, which on the other hand may prove negative 
on behalf of the employees; and finally, the defining of value creating processes – 
resulting in the separation of standardized transactional processes from those being 
unique and analytical (Jarrar and Aspinwall, 1999; Lindvall, 2001; Tonnessen, 2000).   
 
The strategy of a firm depicts how it intends to utilize its resources in order to reach 
its goals (Nilsson, 1997). Hence, organizational goals constitute an important variable 
in the context of management control (Ramberg, 1997). This is the case also when it 
comes to shared services operations, as its goals tend to be different depending on 
where in the maturity phase the SSC is, so involving a demand for changing controls 
as well (Bergeron, 2003). Decisive for the design and functioning of a management 
control system further is the existence of a control philosophy (Arwidi and Samuelson, 
1991; Lindvall, 2001). This is an idea dimension, which considers the fact that human 
patterns of thinking do not change as fast as do techniques. This aspect so highlights 
that management control is about people, an aspect which is specifically critical to 
pay attention to in phases of organizational change, such as when changing or 
introducing new management controls (Lindvall, 2001).   

4.3.5 Other factors 
This last dimension is included in the model in order to highlight the possibility of 
there being variables affecting the SSC management control system other than those 
depicted.  
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5 Empirical study 
In this chapter, we present the empirical findings from the research undertaken and 
consequently the SSCs of SKF, Electrolux and Volvo are described. Primarily 
highlighted are the dimensions that form part of the management control systems in 
the organizations respectively. Figure 4 below depicts the order in which the SSCs 
are presented, and furthermore couples the SSCs with their respective parent 
company.  
 

EFC                            
-

SKF

FSSC Sweden                            
-

Electrolux

VBS                             
-

Volvo

Financial Shared 
Service Center 

Sweden

Volvo Business 
Services AB

European Financial 
Service Center

 
 
Figure 4: Guide to the empirical study 

5.1 A readers guide to the empirical study 
The SSCs and their respective management control systems are presented in 
accordance with a number of structural variables, which are: Organization, Vision, 
Strategy, Personnel policy, Performance measurement, Responsibility structure, 
Pricing policy, and Future issues. In addition, the implications of being European are 
discussed in regard to SKF’s European Financial Service Center. Further to be noticed 
is that the service level agreements of the SSCs contain sensitive information and 
hence their content is described only in broad outline.  
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5.2 European Financial Service Center  
The information presented below originates from the interviews with Jos Verelst, the 
General Manager of EFC, and Asbjørn Kjekshus, the Business Support Manager of 
the SKF Nordic region, if not else indicated.  
 
European Financial Service Center (EFC) is the SSC of the SKF Group, which is a 
leading global supplier of products, customer solutions and services in the business of 
rolling bearings and seals (URL b). The project of creating a European SSC within 
SKF started in 1995. A Group decision was made to launch the SSC concept, for 
simplifying reasons initially limited to the sales operations. The vision was to have 
transaction handling activities within the SSC, so enabling sales operations to focus 
on sales. The decision was a result of mainly two change forces. Firstly, a large 
restructuring of the sales operations in Europe where the traditionally country based 
responsibilities were transformed into being customer based cross-boarder 
responsibilities. The intention was to create a European market structure with 
common integrated solutions for the handling of business processes. Constituting the 
second change force was a benchmarking study performed by AT Kearney, showing 
that the SKF cost of running its finance function was 2.55% of net sales, locating SKF 
in the last quartile of the companies studied.  
 
EFC started its operations in 1998 and the implementation process began with the 
smaller sales companies in countries where SKF had no manufacturing operations. It 
was considered easier to start with these standalone companies since the new finance 
system had not yet been implemented. In 2001, the decision was taken to go forth and 
implement the same concept for the sales operations in the rest of the European sales 
companies. The aim is to include all of the SKF sales operations and business lines in 
all of Europe in the EFC by the end of 2006.  

5.2.1 Organization of EFC 
EFC is based in Utrecht, Nieuwegein, in the Netherlands and handles all financial 
transactions related to the sales operations in Belgium, the Netherlands, Finland, 
Portugal, Denmark, Switzerland, Norway and Sweden, as well as in Eastern Europe, 
the Middle East and Africa. The annual turnover of EFC is about MSEK 4.7 and with 
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17.1 FTEs EFC handles approximately 460 000 customer invoices and 60 000 non-
goods supply6 invoices for 48 operating business units.  
 
The organization is divided in three teams originating from different activity fields in 
finance: Accounting and transactional operations; Information Management; and 
Decision support. (There is no formal organization chart outlined, however, the 
description of the EFC team activities is to be found in Appendix 5.) Accounting and 
transactional operations is responsible for the recording, following up, checking and 
reconciling of all transactions. Information Management provides the tools in order 
for the other teams to perform their duties. The Decision Support works with 
converting figures into finance and management information, but is not in charge of 
making any business decisions itself. (The entire list of activities performed in EFC is 
to be found in Appendix 6.) Some of the EFC activities have been outsourced to 
external parties, as EFC does not find it necessary to keep and update knowledge of 
for instance statutory requirements in certain countries for once-a-year exercises. 
Instead, EFC provides the information necessary to make the reports and then pays 
for the service. Other services bought are related to the running of the shared services 
operation, such as the EFC internal payroll, rented personal computers and the 
maintenance of the building. Furthermore, the invoice transactions are sent through 
the system to external producers, who make the actual invoices. 
 
The Decision Support team is responsible for the contact with the sales units’ business 
support managers. Having one main contact per sales unit, instead of having four or 
five which was formerly the case, has simplified and greatly improved the 
communication. Each of the three teams in principle has a team leader; intentionally 
not called a manager because he or she should lead the team, not manage it. At 
present however there are only two team leaders, together filling the position of the 
missing third. This is the only management structure there is in EFC: two team 
leaders and a general manager.  
 
When the EFC operations started, the organization was mainly process oriented; 
accounts payable, accounts receivable, general ledger etc. However, after six months 
the structure was abandoned after realizing that what is crucial to EFC are its people. 
In order to attract among others university-educated people, EFC means it could not 
offer positions in for example accounts payable, which would involve doing the same 

                                          
6 Non-goods supplies = papers, pencils, electricity, cars etc. 
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thing for years. This kind of people namely is looking for to get training in the 
systems; to work in an international working environment; and to have a 
multifunctional job. This is what allows them personal development, and after some 
years they will look for new challenges, which should preferably be offered within 
SKF. This was not possible in the process oriented organization, and as EFC hence 
was risking losing its people, in turn constituting its only assets, it was risking to be 
left with nothing. The organization so was transformed and instead of processes, a 
number of clusters were created, that is, groupings of countries with more or less an 
equal workload. Today, there are two clusters; Scandinavian and Other countries. The 
people in a cluster are expected to be able to handle all of the countries in that cluster, 
irrespective of the processes. There are no supervisors; instead the most experienced 
employees or natural leaders are country coordinators, but without any hierarchical 
responsibility in relation to the others. The coordinators are the coaches of their team.  
 
The team organization is also expressed in the office layout. The original office space 
with small rooms and locked doors was changed into an open-plan office for the 
entire staff, including the management. Verelst means that a manager who is locked in 
at his office cannot possibly know what is happening in the organization. Hence, 
albeit a manager has different responsibilities, he should not be isolated from the 
operations: 
 

 “This is for me not management control; this is for me coaching, 
being part of a team”  

Verelst, 2003 
 
It is mandatory for the SKF sales units to use the EFC services and Verelst does not 
agree with those who consider that a SSC should never be mandatory. He believes 
that business units would not otherwise choose to use EFC, as the units then have to 
lay off people. In line with this, he means that there in many organizations can be a lot 
of pressure to make use of a SSC, even if it is not officially mandatory to do so (SKF 
a; Verelst, 2003).  
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5.2.2 Vision of EFC 
Depicted in the EFC presentation of its operations is the vision as follows:  
 

“EFC strives to be an efficient, flexible finance and administrative team focused on 
improving our service and its quality to our customers.” 

SKF a 
 
The aim further is to be the sales dedicated internal service partner. Four core 
elements describe the fundamentals of the shared services (SKF a): 

 Cost leadership – the obtaining of a balance between the level of service and 
costs incorporated in the objective to deliver the best possible service at an 
optimum price. 

 Customer focus – EFC works actively with building successful relationships 
through a process called business partnering. 

 Excellence – high quality originates from the notion that the support services 
are EFC’s core business and it is to be continuously improved in cooperation 
with the customers.  

 Future perspective – the future holds the establishment of a platform for growth, 
change and technological leverage.  

5.2.3 Strategy of EFC 
Found in the EFC standard presentation is the mission statement: 
 

 “To handle our customer’s finance transactions and to provide them with high 
quality finance information and related services.” 

SKF a 
 
Being a service provider, EFC does not set its own strategy for obtaining this mission. 
It is rather decided upon at a central level with the SKF Group’s main strategy as a 
point of reference. Verelst regards it as a duty of everyone on a management level to 
follow and to actively support the Group strategy. The strategy of EFC can be 
described as being focused, involving three delimitations: Europe only; sales only; 
and finance transactions only. 
 
Moreover, EFC is efficiency driven, not profit driven. Verelst does not believe in the 
concept of a SSC serving external customers as it involves a risk of lowering the 
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quality of the services to improve the picture. The fact that cost is not the only issue is 
also the reason for why EFC has chosen not to move its operations to a low cost 
location, although the topic has been under discussion. Verelst means that for 
companies with a large number of transactions it could be less costly to handle those 
in a low cost country, but for a SSC of only 17.1 FTEs, such as EFC, the cost of 
moving the operations would outweigh the benefits.  
  
Crucial for the ability of EFC to operate efficiently are common processes, common 
procedures and standardization. The main principle used to avoid the undertaking of 
customized services is ‘the consumer pays’. For every service performed outside of 
standard procedures, the customer pays extra. An example of this principle is supplier 
payments, which are performed on certain dates and with a certain frequency. This 
enables EFC to run an automated payment batch. Not only has the principle reduced 
the need, which in many cases turned out to be only a desire, for customized services; 
it has also created an incentive within the sales units to reengineer their business 
processes in order to minimize expenses. Customized services still performed are 
mainly driven by legal and/or statutory requirements; cases in which the customer 
does not have to pay extra. Another policy expressing the wish to avoid additional 
customized work is the fact that EFC follows the service level agreement, the SLA, 
settled with the customer. There is no striving to do better than the target levels 
agreed on in this document. (For further information on the content of the SLA, see 
Appendix 7.) 

5.2.4 Personnel policy of EFC 
The team spirit of EFC is crucial in the recruiting process. Level of degree, former 
studies and minor working experiences are variables irrelevant, and instead EFC is 
looking to the personality of the candidates – are they team players? The organization 
searches people who put the responsibility for the outcome of the team above their 
own personal ambitions. However, the personnel is thought to stay no more than 3 or 
4 years, this in order to avoid routine and knowledge withering. This is in the 
personnel’s own interest, but also affects EFC as an organization. Verelst says that he 
therefore is not willing to pay for people to stay; they become too expensive. The 
knowledge nevertheless built up during the time of work within EFC will however not 
be wasted. The implementation of EFC in the SKF Group has resulted in the SKF 
companies being drained to a minimum of staffing. The natural inflow of young 
financial people is thus drying out, and hence, EFC can act as a breeding ground for 
these future financial executives. 
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5.2.5 Performance measurement in EFC 
In order to follow up the EFC operations, certain parameters are used. These are based 
on the content of the SLAs and are agreed upon on a yearly basis. The variables being 
measured are the same for all of the EFC customers; hence the measures used are 
standardized in the SLAs. The outcome is manually followed up each month. The aim 
is that the EFC employees should measure themselves to see if they as a team uphold 
the promises made to the customers. Verelst is of the opinion that the EFC 
performance is to be measured on the base of the organization as a whole, as the team 
together is responsible for what they have committed to their customers. This spirit is 
emphasized by the non-existence of individual responsibilities, and is further 
enhanced by the bonus system, which is built up around three criteria: 

 There are no individual targets, only team targets. If the team achieves the 
target, the team gets a bonus. Everyone gets it, or no one gets it, including the 
management. 

 Everyone, again including the management, gets the same amount of bonus. 
 The bonus is a fixed sum, not a percentage of wages.  

 
This means that everyone in the team knows that all colleagues, even management, 
get the same amount of bonus at year-end. These proceedings have created team 
leverage where people take responsibility themselves to make sure that the operations 
are functioning. They are responsible for the outcome of their work, and hence have 
to build in tools and checks for everything to work properly; there is no back end 
control at EFC. Verelst means that if someone would have to be recruited in order to 
check another one’s work, then there would be one too many. Furthermore, Verelst 
says: 
 

“How do we manage our people? To be very honest, we don’t manage our people. 
[…] They do it themselves. I invest in people who are able to do this”. 

 Verelst, 2003 
 
The bonus distributed is based on better than expected performances and on the 
meeting of certain targets, such as cost limits, customer satisfaction levels, and 
efficiency improvements. Concrete targets are annually updated and evaluated, and 
this year for instance include to stay within the budget and to take on new units 
without using additional resources. There are however no targets on the processing of 
a certain number of transactions or such. The aim of the bonus system is to work as an 
incentive, and so it does – not only for the individual, but also for the team as a whole. 
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As of today no feedback of the measure outcomes is provided to the sales units 
however this is a process which is thought to be formalized in the future; this in order 
for the customers to also be able to follow up the performance of EFC. (The list of the 
targets measured is to be found in Appendix 8.) 

5.2.6 Responsibility structure of EFC  
EFC is structured as a cost center, which is the strategic decision of the SKF Group 
management. The reason behind this structure is the fact that EFC is unconditionally 
considered as a support function, and its services should thus be charged to the 
operating business units, leaving to them the profit and cost savings achieved. The 
goal is not to earn money but to provide quality at the optimum price, which is not 
always the lowest possible:  
 

“We will never lower the quality of our services […] to earn more profit”. 
Verelst, 2003 

 
Being a cost center, and in addition being guaranteed to have customers as a result of 
the mandatory principle, is not regarded as a problem when it comes to efficiency. 
The relation between EFC and the sales units is close, with information being freely 
shared. EFC among others reports to a steering committee with representatives from 
the sales units. An increase in the prices charged by EFC would affect the sales units’ 
operational income and as such, their critical attitude makes sure that EFC improves 
its efficiency in order to lower the prices for its customers. However, it is not only the 
responsibility of EFC to improve efficiency. The sales units too can optimize their 
own processes and as a consequence, be rewarded with lower costs. There is 
cooperation in place on this matter where the parties trigger each other to always 
improve the processes.  
 
This is a phenomenon that Verelst has not seen in any profit driven externally 
oriented SSCs. The initiative to improve efficiency of business processes in such 
organizations is left to the company itself. This would also be a possible scenario if 
the SKF management decided that EFC should become a profit center as in such a 
situation, EFC would choose to close the books and charge market prices. Then there 
would no longer be a reason to give the internal customers an insight into how the 
EFC cost structure has been built up. In today’s context communication is crucial, and 
when determining its operational strategy, EFC listens to its customers through the 
use of different means, such as customer surveys, regular communication platforms, 
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local visits and central visit centers. Albeit there are still things to improve, the 
communication structure is in place. 

5.2.7 Pricing policy of EFC 
EFC uses an allocation model in order to redistribute its expenses to the sales units 
that have used its services. Via the key perceived as the most fair, full cost without 
mark up is charged. For non-standard services, all related costs are charged back 
directly to the customer that requested it. Certain special services though have a 
determined fixed price. The allocation of charges is divided into three main 
groupings: 

 Direct expenses 

Expenses, such as invoice papers, courier charges and auditor fees, are centrally 
invoiced to EFC. To the largest degree possible these expenses are then directly 
allocated back to the units, whereas the rest are allocated according to the number of 
customer invoices. EDI invoices are excluded in order to encourage their use, and so 
far for instance the goods invoices7 are fully automated and integrated, and are all 
recorded through EDI.   

 System expenses 

The systems are run on behalf of the sales units, and the main cost driver used for 
allocation of these expenses is the number of transactions; manual as well as 
automated, as every transaction that passes through the systems uses computer time 
and disc space etc.  

 Operating expenses 

These expenses constitute the expenses for running the EFC operation, among others 
including personnel- and IT expenses, and outsourcing charges. One third of the 
expenses are allocated as a fixed charge, whereas for the rest, the main cost driver is 
the number of people. The number of people is in turn dependent on the workload, 
that is, the number of manual transactions, and this is hence the key that is used for 
allocation. 
 
All of the above expenses are added together and the units are charged for the 
expenses that are related to their sales; they are charged, but not invoiced. The reason 
for this is the structure put in place; both the sales units and EFC form part of SKF 
                                          
7 Goods invoices = invoices related to trading goods and/or sales of services. 
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International AB, and so legally belong to the same entity. (The practical charging 
procedure is depicted in Appendix 9.)  
 
EFC is the SKF unit that invoices the external customers, and further sends reminders 
according to criteria set up by the sales units. A reason for this process is to avoid 
exceptions being made by the business units for ‘good customers’, where the ‘real’ 
good customer is the one who actually pays on time. In order for EFC to avoid being 
squeezed between the sales units and their customers, EFC though never personally 
intervenes with the external customers. 

5.2.8 Implications of being a European SSC 
Crucial for the success and efficiency of a SSC in general, and of a pan-European in 
particular, is standardization. EFC does not consider the business process of selling 
bearings in Portugal to be different from that in any other European country. What 
differs is the terms and conditions, payment terms, customers, rebates etc. That is 
however not related to the business processes and therefore, there is no need for 
differing financial reporting. The fact that the business units may want the reporting 
in a different appearance because they are used to it is not the same thing as there 
being a need for it. Developing a model for each individual unit would be too costly 
and hence, standardization is necessary.  
 
Even before the introduction of EFC into the SKF organization, structural wise a 
Swedish sales company operated as a Danish, Belgian or Italian sales company. A 
standardized structure thus was already in place and this was, and still is, considered a 
prerequisite for the succeeding of the EFC project. In comparison with other 
European corporations SKF is well advanced when it comes to implementation of IT 
solutions for Europe, whereas other companies still have different systems in their 
different business units. Kjekshus believes that in such a situation, before this 
foundation is in place, it will be difficult to implement a European SSC. The 
introduction of the Euro has immensely facilitated the work of EFC, although the 
Swedish rejection means that EFC is only half way. As of now, at month-end all the 
different sales unit’s sales ledgers have to be converted into SEK and added together, 
a process which could otherwise have been avoided. 
 
Another barrier difficult to avoid is the fact that statutory requirements and 
regulations differ from country to country. This reduces EFC’s possibilities to fully 
standardize all of its procedures, as do other country related impediments; for 
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example payment behavior. These impediments though are considered rather limited 
and as such, there are no larger problems with being a pan-European SSC. The 
cultural differences are still there, but according to Verelst, they have nothing to do 
specifically with the SSC concept. Rather, cultural differences are everywhere.  

5.2.9 Future issues for EFC 
According to Verelst, EFC has more than obtained the aims set up at the beginning of 
its operations. EFC has saved more money, both in percentage and in hard currency. 
One future issue for the SSC, where other companies are far ahead, is in the area of 
technical leveraging. Manual work to a larger degree has to be replaced by scanning, 
automatic cross offs etc. However, it is not possible to do everything simultaneously, 
and SKF as a company does not believe in a ‘big bang’; it does not fit with the 
company strategy and culture. (For information on the IT tool used by EFC, see 
Appendix 10.) 
 
EFC’s biggest challenge for the future however is not regarded to be the utilization of 
technology, but rather change management; to dismantle the attitude of the 
management of business units that “we are different”. Verelst means that to 
implement a new system or concept is not that difficult, however, to change the 
attitudes and hence break the walls built up around operations, that is a challenge. 
 

“But that is in every business, you can change the system, but you cannot turn off a 
button in people’s minds. That is change management, and that is why I say that is the 

biggest challenge.” 
Verelst, 2003 

5.3 Financial Shared Service Center Sweden 
The information presented below originates from the interview with Carin Petersson, 
the Manager of FSSC Sweden. 
 
Financial Shared Service Center Sweden (FSSC Sweden) is the SSC of the Electrolux 
Group, which is the world’s largest producer of appliances and equipment for kitchen, 
cleaning and outdoor use, for individual as well as for professional users (URL a). 
The establishment of FSSC Sweden was initiated by the Electrolux business sector 
White Goods Europe (WGE), based on a decision by the Electrolux Group 
Management that the largest business sector in each country should establish a SSC. 
Other sectors should then also be able to make use of the SSC if they saw a business 
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benefit in doing so. As such, WGE is running the shared services operations and so 
has established a SSC in most European countries where Electrolux is present. FSSC 
Sweden started its operations in the end of 2002 and was created by the uniting of two 
formerly independent finance departments.  
 
The reason underlying the decision to create SSCs within Electrolux was threefold. 
Primarily, it was the matter of cost reduction and the possibility of enforcing 
standardization of processes. Secondly, there was, and there is, a constant increase in 
the desire to know how costs are being allocated, and what underlies the figures 
performed. The final and quite important motive was the desire to separate 
responsibilities within the Electrolux organization. After having experienced frauds 
within the Group, Electrolux saw a better possibility of separating responsibilities if 
the finance administration and its personnel would be concentrated to fewer locations. 
Another perceived advantage of the shared services organization was the possibility to 
focus on transactional finance and accounting processes. When located in separate 
business units the core business tended to take over the attention, leaving no time or 
energy to develop the finance and accounting, a situation which could now be 
changed.  

5.3.1 Organization of FSSC Sweden 
FSSC Sweden is located at the new and modern offices of the Electrolux headquarters 
in Stockholm. From there it delivers financial and accounting services, either with a 
full scope or with a part scope, for 20 Electrolux companies in Sweden, 10 of them 
being WGE organizations. (For the list of activities performed, see Appendix 11.)  
 
In order for the SSCs within WGE not to be too isolated, they have organizationally 
been placed within the largest WGE company in each country. FSSC Sweden is thus 
positioned as a department within the Swedish sales company. The advantage of 
being part of that structure is that FSSC Sweden for example can be assisted by the 
sales company’s IT department. The disadvantage on the other hand is that the 
placement can create mistrust among customers because of a perceived experience of 
bias. This has however been avoided, first of all through the use of a Customer Board8, 
which provides full insight into the FSSC Sweden operations, and furthermore, 
through the fact that the FSSC Sweden management is a mix of people with different 
backgrounds. 

                                          
8 The function of the Customer Board will be further discussed under “Strategy of FSSC Sweden”. 
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FSSC Sweden employs 25 people and has a turnover of MSEK 15 to 20. In total, at 
present around 400 000 customer payments, and 60 000 supplier invoices are 
processed in a year. The SSC is organized in two main groupings, one responsible for 
accounts payable, accounts receivable, and group ledgers, and the other for general 
ledger and cash and bank. (The FSSC Sweden organizational structure is illustrated in 
Appendix 12.)  
 
Process-wise, cash management belongs in the ledger grouping, but because of the 
aim to separate responsibilities it has organization-wise been placed within the 
reporting grouping. In addition to the regular processes, there are improvement 
projects continuously in progress, including people from management as well as from 
other groups. The intention of this way of organizing is to allow for more 
specialization of work tasks than before, this in order to improve the efficiency. 
However, the specialization should not be driven to an extreme, as an important issue 
within FSSC Sweden is to secure back up in cases of personnel absence. This is not 
considered a large problem at FSSC Sweden though – partly because the 
consolidation of activities facilitates the back up in there being more personnel, partly 
because Swedish personnel in general is considered to be very loyal towards its work 
place.  
 
It is not mandatory for the Electrolux companies to use FSSC Sweden. Instead, this is 
decided on a case-to-case basis, where FSSC Sweden has to present a business case 
showing that the SSC is able to perform the services at a lower cost and/or with a 
higher quality than the local business department can itself. As such, it is not possible 
to proceed as quickly in developing and augmenting the shared services operation as 
if had there for instance been a political Group decision to implement the use of FSSC 
Sweden in each company. However, the outsourcing of financial administration is not 
permitted; the alternatives are either to use the FSSC Sweden, or to have a finance 
department within the company or business unit.  

5.3.2 Vision of FSSC Sweden 
Although not yet formalized, there is a vision of the FSSC Sweden operations. It is to 
be the best within WGE when it comes to productivity as well as quality, that is, 
‘value-for-money’, in the performance of finance and accounting processes. The goal 
is to deliver the best service at the best price within Europe and to deliver customer 
value through close customer contact. FSSC Sweden in the long term aims at:  
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 Serving all Swedish WGE companies. 
 Having the ability to serve other European countries as well. 
 Driving automation as far as possible, dealing only with special cases. 
 Carrying standardization to a maximum, however, always to consider the 
specific customer requirements and business needs. 

5.3.3 Strategy of FSSC Sweden 
There is no structured strategy process prescribing how to obtain the informally laid 
out vision. However, according to Petersson it is considered important to consistently 
work towards long term visions and goals, and there are a few elements characterizing 
the road chosen by FSSC Sweden: 

 To drive productivity improvements through utilizing scale effects; analyzing, 
improving and redesigning processes according to considered best practices; 
increasing automation; and increasing standardization. 

 To drive quality improvements through ensuring competence development, 
documentation, and standardization. 

 
The analyzing of processes is a characteristic which is common for all Europe. Within 
WGE, a large project with the aim of standardizing the processes in the Electrolux 
organization has been initiated. Competence from all over Europe has been gathered, 
and discussions have resulted in process descriptions for among others sales, finance, 
supplies and purchase operations. The descriptions are called European Templates, 
and the implementation of a system based on these Templates has been initiated with 
the intent of having each country and company following them in their procedures. 
There are however not yet any formal decisions on time frames for the full rollout.  
 
Two of the most crucial elements for reducing costs further are automation and high-
quality integrated systems. Automation though is not always the ultimate solution, as 
the personnel does not constitute the organization’s highest cost; manual work can 
thus prove less expensive in certain cases. Furthermore, it is necessary to have a 
certain volume of transactions in order for a SSC to be of value. Large investments in 
IT will then be more beneficial as shared services involve a concentration of resources 
into one place. However, apart from reducing costs, there are other factors to consider, 
such as quality improvements, competence increases and segregation of duty, areas 
that should all be reflected on.  
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FSSC Sweden also works to create effective means of establishing good customer 
contacts. This includes having customer meetings, undertaking customer surveys and 
using a Customer Board. The Board has no decision-making authority, but rather is an 
advisory board. There are meetings three times a year where FSSC Sweden presents 
its operations, its current improvement projects, its planned investments and so on. 
There is thus a formalized opportunity for discussions to take place between FSSC 
Sweden and each customer or customer group. Each customer further has a main 
contact person within FSSC Sweden, with whom agreements and overall questions 
can be discussed on a more regular basis. For the daily contact there are contact 
persons within each process. Moreover, FSSC Sweden uses Service Agreements 
(SAs) in order to regulate its customer relations. (For further information on the 
content of the SA, see Appendix 13.)    
 
FSSC Sweden is considered as being a support function and hence, there are no plans 
to serve external customers. To go external is regarded as a possible next step for 
companies that have fully integrated their internal parts. Petersson is of the opinion 
that going external can also be an alternative for companies with a limited number of 
internal customers, so being a means to reach satisfying economies of scale. 
Moreover, it can be a driver towards attaining a level of quality and cost which is 
desirable on the external market. Like there being no plans to go external, there are no 
current plans laid out to create a European SSC within Electrolux. Two problems 
within the organization currently impede such a development; the existence of several 
different IT systems, and a culture characterized by a high degree of decentralization 
and autonomy. The culture entails a large number of opinions and thoughts, slowing 
down processes of change.  

5.3.4 Personnel policy of FSSC Sweden 
FSSC Sweden has not yet recruited any new personnel as the entire staff from the two 
merged business departments was taken over by the creation. Since then, none of the 
personnel has been given notice, and the aim of FSSC Sweden is to instead of letting 
people go offer more and new services, and take on new customers. However, in an 
eventual recruitment process, the most important criterion for FSSC Sweden would be 
to find people with the right competence for the work tasks. The second most 
important variable would further be to create a diversified group, that is, a group of 
different ages, sexes, nationalities, specialties and interests; this in order to ensure a 
dynamic mix of people. When it comes to educational levels, there is a need of people 
ranging from high school- to university graduates. When for instance employing a 
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person with a Master in Business Administration for a position in accounts payable, it 
is important to be aware of the fact that he or she will probably stay only for one or 
two years. After that, FSSC Sweden should preferably be able to offer the employee 
either a higher position within the SSC, or another placement within the Group. As 
the entire staff cannot consist of such people that will be leaving the organization after 
a few years, the mix is a crucial element. FSSC Sweden thus aims at having a number 
of people constituting the stable operating base, while having a few staying only for 
shorter periods, coming in as vitamin injections for example with the responsibility of 
driving certain projects.  

5.3.5 Performance measurement in FSSC Sweden 
During its first year of existence, FSSC Sweden has been working with 12 goals 
within four dimensions. The dimensions are customers, team, quality and productivity. 
Some of these were included although they can be difficult to measure, and in those 
cases they are regarded more as enablers than goals. The dimensions together 
constitute a balanced scorecard however not fully completed, since the financial 
dimension has been left out. This last dimension though will be included in future 
years to come. (The list of the goals in the scorecard is to be found in Appendix 14.) 
 
The idea of setting up goals for a finance department to be measured against is, 
according to Petersson, a big revolution, and greatly challenging for the employees. 
The development of performance measurement must therefore be gradual.  
 

“Finance departments are not used to being measured or exposed to competition. 
They have been somewhat protected within the company, not being a significant cost 

for the company - they have not been exposed.” 
Petersson, 2003 

 
The creation of FSSC Sweden, and the setting up and measuring of development, so 
has demanded new ways of thinking. The approach of Electrolux is to look at the 
factory organization, at least when it comes to the transactional part of the operations. 
The services of FSSC Sweden constitute its products and a certain number of services 
and transactions must be produced in relation to the number of employees; 
productivity is thus important, but must be set in relation to costs. The raising of 
productivity may very well result in increased costs as a consequence of a higher 
degree of automation, and thus increased IT-related costs. Hence, the balance is 
important, and in order to obtain this, FSSC Sweden has introduced a number of Key 
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Performance Indicators (KPIs) to measure and evaluate its operations, the two main 
groups being productivity and quality.  
 
The productivity measures include: number of weighted invoices per FTE 9  in 
accounts payable, number of weighted companies per FTE in general ledger and 
number of weighted transactions per FTE in accounts receivable. The weighting is 
dependent on the complexity of the invoices, the companies and the transactions, and 
crucial is to maintain the same weighting over time. Improvements in productivity are 
measured through the achievement of performing either more invoices with the same 
number of employees or the same amount of invoices with fewer people. “Mix 
efficiency” is measured as the ability of moving a certain number of invoices to a 
higher level of automation, that is, the attainment of lower weighting. The goals of 
number of invoices per FTE and year range from 2 000 for the most complicated 
invoices with many manual procedures, to 50 000 for a certain type of EDI invoices 
only requiring manual involvement when problems occur. Within accounts payable 
quality is measured as lead time, including three sections: from invoice date to arrival 
registration, from arrival registration to payment release and from payment date to 
actual payment. For 2004, error frequency of automated invoices will also be 
incorporated as a performance indicator. Within accounts receivable FSSC Sweden 
assesses overdue, credit losses and the number of credit notes10, and within this 
process, error frequency of automated invoices has already been implemented. For 
general ledger, audit remarks are examined with the main purpose being not to have 
any repeats from previous years, or any major remarks that affect the result 
substantially.  
 
Apart from productivity and quality, FSSC Sweden has chosen to include employee 
motivation as one of its KPIs. Twice a year a study is carried out among the 
employees, investigating aspects such as leadership, coaching and group dynamics. 
This is a result of the pursuit of measuring softer and non-financial goals, such as 
team building. As FSSC Sweden is the result of two separate departments merging, 
the notion of ‘we and them’ was prominent in the beginning. However, teamwork and 

                                          
9 FTE = Full Time Equivalents required to perform an activity and/or process on a normal workweek basis. 
10 Credit note = the contrary of an invoice. Credit notes can be either bad/unplanned (when a customer is debited) or they 

can be good/planned (when they are used for instance to create transactions for payment of customer bonuses). Bad 

credit notes often indicate bad processes, cooperation and communication between business units, and hence, the level 

of bad credit notes can be used as a measurement of quality. 
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the existence of backing up for each other help breaking the attitude, albeit the ‘we 
and them’ to some degree is still present. Finally, FSSC Sweden analyzes its cost 
development, including IT cost, which represents an important part of the expenses. 
As of 2004, costs will also be measured in relation to the customer companies’ net 
sales, and FSSC Sweden will furthermore attempt to establish a measure for 
evaluating customer satisfaction. According to Petersson, efficiency is a combination 
of productivity and quality, that is, to deliver good service at high speed with the 
ultimate aim of creating value for the customer. Therefore, a variable that gives 
information on customer satisfaction is significant for the future development of 
FSSC Sweden.  
 
The bonus system of FSSC Sweden is constituted by a yearly bonus, which is partly 
related to the group achievement of some of the KPIs, such as the productivity 
measures and the quality variables in regard to general ledger and lead times. 
Moreover, the bonus is partly linked to the value creation of the legal unit, which 
FSSC Sweden belongs to. Currently, the bonus is mainly team based, but the intention 
is to have a system where there are both individual and team based rewards, as well as 
incentives related to performance of the entire company. The bonus as of now is a 
fixed sum for different types of co-workers, and depending on performance there is a 
minimum level, a target level and a stretch level. 

5.3.6 Responsibility structure of FSSC Sweden 
FSSC Sweden is a cost center and thus not aims at making a profit, but rather to serve 
its customers and the Group in reducing costs, raising quality and securing 
segregation of responsibilities. The benefit of such a structure is that it enables a 
transparency, which prevents any mistrust from the customers that FSSC Sweden is 
trying to make a profit at someone else’s expense. However, the transparency is not 
without disadvantages. It reduces the possibility for FSSC Sweden to act 
independently, and before any investments can occur, FSSC Sweden must ask its 
customers for support, as they are the ones paying. Hence, a good relation with 
customers in general, and with a few larger customers in particular who can help drive 
important issues, is crucial.  
 
Being a profit center would create greater scope for independent decision making 
when it comes to investments and improvement projects. There are however no 
current plans on converting FSSC Sweden into a profit center, and, according to 
Petersson, it is highly unlikely that such a conversion will ever take place; this after 



 
Empirical study 

 

 60 
 

having had negative experiences with such a conversion of the Electrolux IT company. 
A profit center arrangement some five years ago resulted in mistrust between the 
internal customers and the company. FSSC Sweden though has an agreement with its 
customers to now in the beginning of the operations having the opportunity of re-
using resources that were freed up as a result of improved efficiency. This agreement 
so helps prevent that FSSC Sweden eventually ends up in a situation having no 
resources at all left to work with. However, in the long term the aim is to reduce the 
costs and to pay any savings back, so that the customers notice efficiency 
improvements through paying lower prices. 
 
The personal belief of Petersson is that most crucial for a company is to employ good 
people – people that are competent and that have the same values as the organization. 
With such people the organizational structure need not be optimal for the operations 
to work satisfactorily. The perfect organizational structure, whichever, and the perfect 
policies and control systems, according to Petersson, can never fully compensate for 
having people in the organization with different targets and values than the 
corporation. Hence, the recruitment process is of great importance. In line with this, 
Petersson believes that the ability to improve efficiency while being a cost center is 
largely related to the personality of the people working in the organization. The task 
of management, to make people act correctly in every situation, is viewed as being 
difficult as each choice is associated with negative side effects, and again, it shows 
that it is critical to choose the right people.  
 

“With the right people, you will get the right development” 
Petersson, 2003 

5.3.7 Pricing policy of FSSC Sweden 
The prices of FSSC Sweden services are decided in the budget for the forthcoming 
year. Up until 2003, the customers were given a lump sum of the calculated total cost 
of the financial administration for the coming year. The benefit of this system was 
that the customers knew exactly what the financial administration was going to cost 
the next year, but the weakness was that they did not know what they were paying for, 
at least not in any detail. The pricing model though now has been changed with the 
intention of creating a completely transaction-based system in order to resemble a 
situation where services are bought from an external firm. For 2004, charges for 
accounts payable and cash management are based on transactions, whereas other 
services performed are charged per hour. The aim of the policy is to also involve the 
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internal customers in the efficiency improvement process. In detail specifying the 
correlation between the charge of a service and its cost will enable the customers to 
see possible cost savings, for instance through increasing the number of EDI invoices 
relative to manual ones, or through changing a specific behavior.  
 
There are a certain number of factors driving the costs in FSSC Sweden. Primarily, it 
is the number of transactions and their degree of automation and complexity. 
Furthermore, the integration of the IT systems and their quality, as well as their 
efficiency, measured as standardization of processes and systems have an impact. 
Another cost driver is the complexity of the customer companies, which varies with 
organization complexity, number of product lines, customers, systems as well as 
different types of operations.  
 
So far, FSSC Sweden has established a cost per invoice, which is regarded as being a 
difficult task as many types of costs are involved. In addition, a cost per hour has been 
determined, a charge which can be compared to that of external accounting firms, and 
furthermore, a fixed cost per service was established in order to cover overheads. The 
final element of the pricing model is a separate budgeted fixed project cost that has 
been set up in order to separate regular accounting services from development 
projects. Furthermore, it puts pressure on FSSC Sweden to deliver results in the 
improvement projects undertaken. This pressure for performance results in that the 
staff to a larger extent than before is considered as being variable, and hence, the new 
pricing system is not considered as secure as the former. It brings with it the demand 
for a constant overview of operations, budgets, and transactions; an entirely different 
process of follow up is required. 
  
“It will be more like an ordinary company where you […] look at what you have sold, 

what your costs are and how the production is going” 
Petersson, 2003 

 
(Details on the internal invoicing process are to be found in Appendix 15.) 

5.3.8 Future issues for FSSC Sweden 
The major future issue for FSSC Sweden is to look at every possibility of automation. 
Today, the fact that the systems used are not fully integrated constitutes a problem in 
that it hinders further efficiency gains. (For further details on the IT tool used in FSSC 
Sweden, see Appendix 16.) EDI invoicing is used, and scanning and interpreting of 
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invoices are on the way to be implemented. The opportunity to automate procedures 
should be considered also in the discussions of moving to low cost locations, 
according to Petersson. If there is not much manual work needed to be done, the 
benefit of low wages can be questioned.  
 
Whether FSSC Sweden has obtained the goals set up as its criteria is a question with 
several answers. The manager responsible for the European shared services operations 
would not quite agree, as he, according to Petersson, believes that the overall 
development could be quicker. Locally however, Carin Petersson thinks that FSSC 
Sweden is on the way to obtain its goals for 2003, goals that have been set with the 
leading target of being challenging, but still influenceable.  

5.4 Volvo Business Services AB  
The information presented below originates from the interview with Stefan Piippo, the 
Manager of Market and Business Development of VBS, if not else indicated. 
 
Volvo Business Services AB (VBS) is the SSC of Volvo, which is one of the world’s 
largest manufacturers of heavy trucks, buses and construction equipment (URL c). 
The first idea of creating a shared services organization within the Volvo Group was 
formed in 1994. This occurred at a “Controllers’ Conference” simultaneously as a 
project called the Common Financial Projects (CFP) was decided upon. The CFP was 
initiated in order to align the Volvo companies’ differing strategies on how to conduct 
business and finance. At that time, each company aspired to optimize its own situation, 
whereas the future aim was for finance to instead work in a partnership with the line 
management, this way increasing the efficiency, and hence the profitability, of the 
Group as a whole. The project consisted of three elements: a common code plan; a 
business control model; and the implementation of the SAP R/3 system. The decision 
of using the concept of a SSC formed part of the business control and business 
support scheme and was taken in 1997. Consequently, as of January 1998, VBS 
constitutes the SSC of the Volvo Group (Volvo a).  

5.4.1 Organization of VBS  
VBS is a fully owned daughter company of the Volvo Group and as an internal 
supplier performs all activities in relation to business administration of the Volvo 
companies based in Sweden. Together with a number of other Volvo companies it is 
located at the industrial estate Arendal in Gothenburg. The offices from 2001 offer 
light, space and modern facilities, and from here VBS handles approximately 30 
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percent of the total administration of the Volvo Group. VBS employs about 300 
people (280 FTEs) and has a turnover of approximately MSEK 200. Over one million 
invoices are processed each year and the activities that are performed are divided into 
four groups: accounts payable; accounts receivable; cash and bank; and financial 
reporting/fixed assets. These are in turn divided into processes that have their own 
action plans, directives and process routines. (See Appendix 17 for the complete list 
of activities performed.)  
 
When it comes to accounts receivable, VBS is the unit that regularly faces the 
external customer, and hence, VBS sometimes knows the customers better than the 
manufacturing unit does. VBS so is the part of the organization that forms the external 
relationships. The standardization of the process flows and moreover, the creation of 
scale benefits, are the ways used by VBS to improve the efficiency and hence, reduce 
costs. According to the VBS management, efficiency is greatly important as it 
safeguards the survival of the business unit – VBS has to do things cheaper than the 
Volvo business units can themselves: 
 
“Business administration is our core business and we have both the mission and the 

mandate from our owners and customers to lead the development in this area. We will 
execute this strategy by attracting skilled people and invest in systems that enable an 

improved efficiency.” 
Volvo b 

 
Due to several reasons, VBS this year chose to change its organization, the main 
cause being that the Volvo Car Corporation consolidated its business administration 
activities within the Ford Group. This had major implications for VBS as the unit lost 
a significant part of its business volume and hence, also lost parts of former scale 
benefits. The new organization is flatter than the old one and is characterized by 
having fewer and clearer roles. The purpose of this new way of organizing is to ensure 
proper manning, a clear message and a clear management (Volvo b). (The VBS 
organization chart is to be found in Appendix 18.) 
 
Contractually, it is not mandatory for the Volvo corporations to use the services 
provided by VBS, but in reality there is a pressure for the business units to do so. This 
is positive on the part of VBS, since it takes time to prove cost efficiency. Piippo 
means that in the beginning of the VBS operations, there was a focus on what was not 
good. VBS then did not manage to convince its customers of the SSC benefits, but 
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were accused of being expensive and of operating on high costs. However, the 
relations have changed and improved. The communication is open, and VBS 
appointed key account managers that are responsible for managing the customer 
relations. Process group managers further handle the daily contacts. 

5.4.2 Vision of VBS 
The objective of VBS is to deliver administrative services with high quality at a low 
cost, and furthermore, VBS has the responsibility of leading the development of 
business administration within the Volvo Group in order to secure that efficiency 
improvements are made. The vision of the unit at the beginning was “to be the Volvo 
Group’s preferred partner for business administrative services” however over the 
years the target has been augmented and now reads as follows:  
 

“VBS aims at becoming a world class, customer preferred business partner for 
financial administrative services.” 

Volvo b 

5.4.3 Strategy of VBS 
In order to obtain the above mentioned vision, VBS has outlined three comprehensive 
targets for its operations. These together constitute the mission of the business, 
manifesting that the VBS offering shall:  
 

 Provide efficient, leading edge financial administrative services that conform to 
rigorous customer requirements. 

 Actively drive and continuously develop financial services and related 
processes in cooperation with customers to meet their changing and expanding 
needs. 

 Offer a strong reward/risk ratio for large-scale administrative services. 
 
With the purpose of living up to these promises a VBS strategy is being employed. 
The process of designing it follows that of the Volvo Group; the content however is 
adapted to the activities and goals specific to VBS. Along with the budgeting process 
the strategy is evaluated and updated annually. In the year of 2002 the VBS Board of 
Directors together with the VBS Management developed a new strategy. Inspired by a 
wish to extend the benefits of the shared services a strategic direction emerged, 
consisting of nine future recommendations for the unit (see Appendix 19). A number 
of them involve significant changes from the way business is conducted today, such 
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as for instance that VBS aims to extend today’s geographical scope to encompass all 
Volvo entities in Europe. Furthermore, VBS plans to utilize available low cost 
locations in the Volvo Group, and moreover, it considers seeking commercial 
opportunities by inviting external customers.  
 
The prerequisites for increasing the scope to include Europe as well are on the way to 
be developed. In the European sales units, the system SAP R/3 has been fully 
implemented, and a common platform is thus in place. When it comes to processes 
and procedures, however, there are no common standards. This is on the verge of 
changing, as the Volvo sales units are currently implementing common functions. 
Another step taken in the future striving is the startup of a pilot project in Poland, 
testing the SSC concept and building up competence. Piippo though means that it is 
not the first phase of consolidating that is mostly challenging; rather it is the 
following process of further standardizing and further increasing the efficiency that 
constitutes the difficulty. Moreover, differing cultures and furthermost, differing 
languages, and as an organization to possess the knowledge needed in these areas, are 
regarded as tough challenges in the process of becoming European.  
 
The overall aim of VBS is to perform as many activities as possible within the area of 
business administration, this in order to create scale benefits through standardization 
of activities and processes. The main strategic objective is to increase efficiency by 10 
percent annually. VBS considers there to be two main obstacles when it comes to this 
improving of efficiency. The first barrier is associated with the VBS strive of 
becoming European, and has to do with differing legal requirements in regard to 
VAT-reporting. The second obstacle occurs as VBS forms part of a greater end-to-end 
process, the vertical chain from suppliers to customers. The performance of VBS is 
not only dependent on the unit’s internal processes, but also on what occurs before as 
well as afterwards in the process. VBS wants to make the business units more aware 
of the VBS product, that is, to make them clearer see the effects of the VBS business. 
This way the units too can affect the cost and the efficiency development, for example 
through an increased use of EDI invoices as compared to manual.  

5.4.4 Personnel policy of VBS 
The personnel is described as constituting the basis of the VBS organization. An 
active leadership, a high level of knowledge and skill, and continuous training and 
development are examples of methods used to facilitate the company in keeping this 
strength. In the process of implementing VBS, the personnel was picked from the 
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former business departments of the Volvo companies that were to utilize the services. 
Hence, the people working together at the beginning were all of different backgrounds, 
and had previously performed a variety of tasks in relation to business administration 
at different locations. This was to change however, as the aim of VBS was, and still is, 
to standardize the processes and activities, resulting in that employees instead to a 
large extent focus on optimizing one work task. A consequence of this changeover is 
a workforce that is somewhat overqualified.  
 
Until now there has been a mismatch between the image of the work profile and what 
in reality is to be carried out. The tasks performed can be compared to line production 
and thus to a large extent do not require higher education. A problem resulting from 
the mismatch has been a high degree of employee turnover within VBS. Through 
altering the recruitment process VBS however aims at changing the situation. The 
idea is to find people with the suitable lifestyle, and not to employ as many highly 
educated people as before. VBS so is changing the image of the work profile and 
Piippo explains why the company chooses to do so: 
 

“When it comes to cost and quality, nothing compares to line production.” 
Piippo, 2003 

 
Albeit the work tasks performed can be described as repetitive and to some extent 
even monotonous, VBS searches to create a learning organization with a culture 
where the employees develop and feel pleased with the work situation. This is 
obtained among others through the facilitation of clear job descriptions and the 
opportunity of job rotation, as the personnel this way participates in the process of 
improving the VBS operations. The key is to put the right man or woman on the right 
spot, and to balance people’s different needs and wants. Piippo further means that 
many of the individuals working at VBS carry with them a ‘Volvo culture’, 
originating from their time in other Volvo companies. Hence, the employees are 
considered loyal, and are believed to feel proud of working at Volvo.   

5.4.5 Performance measurement in VBS 
The management control model of VBS consists of several levels that are to support 
the organization in reaching its goals. The model has the form of a balanced scorecard 
where the vision, the mission and the strategy together create a focus on five Critical 
Success Factors (CSFs). The CSFs are employees, customers, internal processes, 
financials/profitability and innovation/development. The control model is evaluated 
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and updated yearly. In order to further improve the economic control of the 
organization, VBS has developed a Performance report, which consists of eight 
measures that are updated each month and that within each process group are all 
connected to employee bonuses. Targets are set up and there are three intervals of 
outcomes that each generates a different size of bonus in a percentage of employee 
wages. (The list of the measures is to be found in Appendix 20.) 
 
In addition to the Performance report, which is bonus related, VBS has selected six 
Key Performance Indicators (KPIs) that are used to monthly follow up the operations. 
The KPIs include information about competence development; categories of 
employment; grade of timely reporting; staff turnover; SLA sales and non-SLA sales; 
and finally, a stair case, which indicates the quality of the process development 
regarding definition, description, implementation and measurement of different 
processes. These tools are as mentioned used to each month control and evaluate the 
VBS operations. There are also Critical Success Factors and measures used to in 
detail control each of the processes, that is accounts payable, accounts receivable, 
cash and bank and so on. However, in order not to lose the overall perspective, VBS 
each year assigns a ‘Big five’, which means that five focus areas with certain 
objectives are chosen for the unit to specifically work on to improve, transform or 
create. Two examples from the Big five areas for 2004 are to increase the use of new 
technology in end-to-end-processes through self-billing11, and to establish a European 
SSC. The Big five concept is used to make the organization stay focused and to make 
it deliver the set targets (Volvo c). (The entire list of the Big five areas for 2004 is to 
be found in Appendix 21.)  

5.4.6 Responsibility structure of VBS 
VBS is structured as a cost center and as the unit therefore is accountable for ensued 
costs, there is a hard cost focus. To keep to the budget and to control the cash flow is 
important. The aim is to break-even. As a consequence, any profit that arises from the 
operations is paid back to the internal customers. The efficiency focus is being upheld 
through overall cost reduction requirements from the board, pressures from the 
internal customers as well as efficiency prerequisites for the processes respectively. 
Each month process responsibles meet some of the customers in order to discuss 
eventual problems occurring, and moreover, every three months a steering committee 
meets to discuss more important issues. Moreover, each individual relation with the 

                                          
11 Self-billing = the customer creates the invoice in the system and payment is generated (Volvo c). 
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VBS customers is regulated in service level agreements. (Their content is further 
described in Appendix 22.) 
 
The VBS management believes that the cost center structure works well as long as the 
support services are offered only within the Volvo Group. However, VBS has a future 
aim of going external and believes that the profit center structure will then be of more 
value. There are several reasons underlying the argument, all connected to the belief 
that the change in responsibility is a sign of maturity, depicting what phase of 
development the business unit is at. First of all, when acting on the external market, 
the environment will demand profitability in order to consider investing and 
interacting with the organization. This further implies that for VBS to be able to 
finance its own development, either through shareholder contribution or via the 
market, the strategy needs to support a striving for profitability. A third reason is that 
VBS as a profit center would easier position itself within the Volvo Group, equaling a 
situation where its operations would be more prioritized. In relation to the rest of the 
Volvo SBUs, VBS does not have that large of a turnover and today hence finds it hard 
to attract attention. When VBS for example searches to develop its business it is 
forced to request funding from the Volvo Group and is thus fully dependent on the 
parent organization. A final cause, expressed as being the personal opinion of Piippo, 
is that it in a cost center is difficult to create a service-mindedness among the 
employees. Piippo believes that the explanation for this is that as VBS is structured as 
a cost center it operates in an environment which is only fictitiously commercial, 
whereas a profit center structure would allow a commercial interface that is real. 
Piippo so views the becoming of a profit center as the necessary step towards the 
future aim of going external. 

5.4.7 Pricing policy of VBS 
At the moment VBS is developing a new pricing model, which is to be implemented 
in the first quarter of 2004. A number of changes are made in order to better fulfill the 
purpose of the pricing technique used. This main purpose is to clearly illustrate the 
costs that ensue from the VBS operations, and to obtain this four criteria have been 
set up. The pricing model should: be simple to administrate and understand internally; 
be simple to understand for the customers; support the VBS economic control; and 
finally, provide a fair cost allocation between the VBS customers.  
 
The pricing structure existing in VBS today is a chargeback model, which is divided 
into two dimensions: hours and volumes. It was initially decided that all product 
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prices should be based on volume however this policy has changed over the years and 
the hour dimension becomes more and more common. The prices are calculated based 
on the cost of producing, which means that depending on activity, it is either the full 
cost per hour or the full cost per invoice that decides the price. The cost drivers used 
are the number of employees and the amount of hours worked. Furthermore, cost 
drivers are found in each process group, like for instance in accounts payable an 
activity driving costs is the number of manual or paper invoices. Each activity driving 
the costs so has a set price. In some cases for certain products the price though is set 
higher in order to punish non-standard behavior. (The different types of products and 
the invoicing process respectively are described in Appendix 23 and 24.)  

5.4.8 Future issues for VBS 
As has been mentioned, VBS has the vision of in the future being viewed as a world-
class business partner and a preferred partner for financial administrative services. So 
far, VBS has fulfilled its purpose of reducing costs and of increasing the quality of its 
services provided. However, keeping these promises also in the future demands 
further improvements of the operations and VBS perceives the greatest challenge to 
be the finding of new ways to further reduce costs. The technique visible for now, 
according to VBS, is to utilize the technology as far as possible, for instance through 
automation. VBS works with a fully integrated system, which provides a potential for 
improvement, however, VBS means that: 

 
“A system per se does not provide improved business support. It is the information 
stored in the system, the people using the system and the way they work, that may 

result in improved business support.” 
Volvo a 

 
(For further information on the IT tool used by VBS, see Appendix 25.) 
When the utilization of technology becomes difficult, the next step is to move to low 
cost locations, such as Poland, where the wages are lower however where Volvo 
possesses the same level of competence as in Sweden. A third means is to cooperate. 
VBS means that for example to in the future be able to reach the external market it is 
crucial to have a close cooperation with Volvo IT. These and other decisions about 
future operations are part of the VBS strategic direction, which in turn guides the 
organization on its way to development, and to realization of its vision. 
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6 Analysis 
In this chapter, we analyze the empirical findings in the light of the theoretical 
framework in order to describe the management control system in a SSC, and to 
outline the underlying reasons of its design. We have written the analysis to align with 
the structure of the theoretical section in order to facilitate for the reader to follow 
our line of reasoning.      

6.1 Management control in SSCs 
‘We don’t manage our people’ Verelst commences his answer to the question of the 
use of management control in EFC. Instead, he believes that the people manage 
themselves. It has previously been stated that there is no universally accepted 
definition of management control, and the statement of Verelst indicates that opinions 
of the conception may not all align. However, the common perception of it being the 
instrument that managers use to influence employees in order to realize organizational, 
not individual, goals seems to be in line with the choice of Verelst to hire employees 
capable of managing themselves. This implies that SSCs in one way or another try to 
influence their employees, whether calling it management control or not.   
  
The findings in the organizations investigated furthermore confirm that the changes in 
management control focus have affected SSCs, a reasoning which is logical as the 
concept of SSCs sprung out of these very changes. Firstly, the focus on the customer 
is evident, in turn connected to the dimension of communication patterns, which is 
also mentioned as being critical in the modern perspective of management control. 
Structures put in place in SSCs to promote and facilitate a dialogue with the customer 
are for example customer boards or steering committees and the appointing of contact 
persons. Secondly, SSCs also focus on processes. Activity-based costing is for 
instance used to determine prices for services provided, which allows the SSCs to not 
only turn their attention to what resources are utilized for, but also how. Thirdly, the 
focus on people is well-established, which can be exemplified by the change of the 
EFC organization in order to make the SSC a great place to work, that is, to satisfy the 
employees. Fourthly, other perspectives than pure financial ones are taken into 
consideration when designing the control systems. Both VBS and FSSC Sweden have 
chosen to implement a scorecard including several other perspectives. In the case of 
FSSC Sweden, the financial dimensions have not even been included yet, indicating 
the importance given to variables such as customers and quality. When it comes to the 
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final dimension mentioned to be characteristic for the process oriented management 
control, that is, control philosophy, it can be noticed that the visions of the three SSCs 
investigated all entail some of the features discussed above - VBS strives for customer 
excellence, FSSC complements with processes, while EFC also includes people. In 
conclusion, it can be established that SSCs are permeated with process orientation 
influences, indicating the utilization of a modern management control. 

6.2 The management control system in SSCs 

6.2.1 Management control tools in SSCs 
The empirical findings attest to the importance in SSCs of all the five management 
control tools discussed in the theoretical framework and an analysis of their utilization 
now follows. 

Action control in SSCs 
As emphasized by Miller (1999), having well-defined and documented processes is 
important for the operational success of the SSC. This is so, as success in a SSC to a 
great extent is defined by efficiency increases. Through standardized processes 
depicted in process descriptions and the like, SSCs strive to do things right. They 
hence obtain efficiency through using action control to guide employees to the correct 
behavior. This can be exemplified by the stair case used in VBS, describing the 
practices to be undertaken in different processes. This communication of the way in 
which specific practices are to be performed can be regarded as action accountability.  
 
Another significant feature of action accountability in SSCs is the use of the service 
level agreement, which among others stipulates who is to do what and how goals are 
to be achieved in the cooperation between the SSC and the business unit customers. 
Both parties are controlled by the settlement, which communicates acceptable actions. 
The fact that the SLA depicts requirements on the business unit customers on for 
instance quality of inputs, and that it gives incentives for improvement of processes, 
illustrates the occurrence of partnership. The mutual responsibility for how to attain 
the desired results takes the SLA beyond the being of a mere business contract, 
making it a part of the internal control system.  
 
The importance of the SLA is demonstrated by the use of it in all SSCs in the 
empirical study. In addition to regulating responsibilities, and in line with the 
standardization principle, the SLA is used as a means to prevent deviations from 
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predetermined frames. The frames however differ between companies. While FSSC 
Sweden incorporates exceptions and supplements beyond standard to its customers, 
EFC strives to avoid customized services as far as possible through its rule “the 
consumer pays”. Furthermore, EFC goes as far as to declaring not having the desire to 
exceed the SLA. This is against the argument of King (1998), who means that the 
SSC should not only follow the SLA statement, but should endeavor to exceed it in 
order to maintain good relations with its customers. 
 
As for the other action control tools, they are not all as evident in the SSC 
management control system. The use of behavioral constraints is however noticed in 
FSSC Sweden, as it separates responsibilities within the organization. This separation 
was even one of the reasons for the creation of the SSC. Redundancy shows not to fit 
that well with the SSC concept, as SSCs rather than hiring more employees than 
necessary in order for tasks to be performed correctly are observed to employ 
individuals of more competence and flexibility. This results in having fewer people 
knowing more, instead of having many people knowing less.   

Personnel control in SSCs 
Distinguishing SSCs is that personnel control carries great weight. Its importance 
among others is illustrated by the statement of Petersson, the manager of FSSC 
Sweden, that there is no perfect structure or system to compensate for having people 
with values different from those of the organization. At EFC, Verelst invests in people 
who are able to manage themselves and at VBS, the personnel is regarded as 
constituting the basis of the organization. This indicates that the personnel is the core 
from where SSCs proceed in the design of the rest of the control system. This is in 
line with the thoughts of Merchant and Van der Stede (2003), who indicate that 
managers should begin with personnel or cultural control as these involve few costs 
and few negative side effects.  
 
The empirical results demonstrate the magnitude of selection and placement in SSCs. 
All investigated SSCs stress the significance of having the right person in the right 
position. The path to make people fit in can however differ between organizations. 
VBS has chosen to change the structure of the personnel and selects people suitable 
for performing line production, while EFC has chosen to change the structure of the 
organization to align with perceived aspirations of desired personnel. FSSC Sweden 
has not yet recruited any new personnel, but draws near the VBS philosophy, 
comparing itself with the factory organization and aiming to employ people with the 
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right competence for performing specialized tasks. The two approaches do however 
differ with VBS currently focusing on employing fewer highly educated people to 
avoid the previous mismatch between the personnel and the tasks performed, and 
FSSC Sweden aiming at creating a mix of people at all education levels.  
 
Training is another tool used in the control of SSC personnel. Its use is displayed in 
both VBS and FSSC Sweden. VBS aims at creating a learning organization through 
continuous training and development as well as through job rotation, and the 
employees at FSSC Sweden are involved in different improvement projects parallel to 
their regular work tasks. Job design furthermore is a control tool evident in SSCs, an 
apparent example of which is the mentioned restructuring of EFC that made possible 
that employees could be offered a developing, international and variable occupation. 
This is how EFC attempts to avoid the risk mentioned by Miller (1999) of activities 
becoming monotonous and routine. FSSC Sweden and VBS though instead 
emphasize specialization of tasks. The methods used by VBS to still maintain 
motivation of the work force is clear job descriptions and job rotation, the latter being 
optional in order not to create insecurity among those content with their situation. The 
empirical findings thus show that in the case of SSCs, the job design can be less a 
matter of not offering a job above the capabilities of the employees, and more a 
question of not offering a job below their capabilities. 
 
An issue in regard to the characteristics of SSC activities is the high frequency of 
employee turnover. Opinions on whether to view it as positive or negative though 
differ. VBS for instance regards the issue as negative and uses different means to try 
to avoid it. EFC however expects and even encourages a certain staff turnover since 
Verelst considers that employees staying too long will result in knowledge withering 
because of routine, which is expensive to the organization. Because of the 
specialization of work tasks, FSSC Sweden too expects highly educated people not to 
stay long within the organization, but like EFC regards this as positive, considering 
newcomers as vitamin injections for the organization. In order to secure stability 
however, the mix of people staying and those regularly moving on is considered an 
important element. Both EFC and FSSC Sweden also realize the opportunity to 
benefit from the knowledge built up by offering individuals wanting to move on other 
positions within the Groups respectively. This thus renders the continuing 
employment of highly educated people possible, aligning with the opinion of King 
(1998), who means that it is more important to invest in higher quality people than 
focusing on cost per head.  
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Combining the specialization of tasks with the creation of a learning organization is 
the way in which VBS attempts to resolve the question posed in King (1998) of how 
to achieve a balance between the motivation of staff and the constant driving down of 
administrative costs. In EFC the focus is on cost reduction, but on finding the 
optimum price for services, which not always corresponds to the lowest price possible. 
This, in combination with that multifunctionality is used to motivate the personnel, 
indicates that the need to balance motivation with constant reduction of costs is not as 
apparent in EFC, implying that the obtaining of balance is not always that simple, and 
furthermore, that the balance may show to be viewed differently in different SSCs.  

Cultural control in SSCs 
Although the existence of unwritten rules to govern employee behavior was not 
visible by the gathering of empirical data, a certain extent of written rules 
encompassing mutual monitoring could be recognized. In EFC and FSSC Sweden the 
notion of team building is a significant feature, particularly noticeable in EFC as it 
entails the team in the vision, and furthermore as there are no individual 
responsibilities. None of the investigated SSCs moreover has any extensive 
hierarchical structure, indicating yet another way for SSCs to obtain mutual 
monitoring. This is to be noticed in EFC, which has no supervisors in the teams, only 
natural leaders. This reinforces the team spirit, as there are no managers to account for 
the results achieved; it is rather the responsibility of the team.  
 
Both EFC and VBS have formalized vision and mission statements to direct their 
employees. Common features are the focus on services, the customer, efficiency, 
quality and improvement. The awareness among the personnel regarding these 
proclamations is however not possible to verify as the investigation has been realized 
from the management perspective. Concerning FSSC Sweden, no formalized 
statements have yet been laid out, but the vision declared by Petersson also includes 
service, customer and quality. These observations show to the importance of such 
cultural controls in SSCs.   
 
The results further indicate that group-based rewards are another important feature. 
All investigated organizations use this mechanism, but mutual monitoring, resulting 
from the existence of rewards based on collective achievements, is most apparent in 
EFC where everyone gets the same amount of bonus. This can be contrasted with 
VBS, where the bonus is a percentage of the individuals’ wages, and with FSSC 
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Sweden, where the bonus varies among different types of co-workers, although based 
on the group achievement of the KPIs.  
 
Intra-organizational transfers are a control tool mentioned as a way to reduce fraud 
and to increase socialization in an organization. It has however not been evidenced to 
be in common use in SSCs. Electrolux for instance instead resolved the issue of fraud 
by the mere creation of its SSC, FSSC Sweden. In regard to socialization, within VBS 
there was already a “Volvo culture” existent as the personnel originated from other 
departments within the Group. This was also the case in FSSC Sweden, but this rather 
came to constitute a problem as a sense of “we and them” arose and is still current in 
the organization. Before considering the creation of an organization identification, a 
SSC subunit identification must hence first be established.  
 
The way in which physical arrangements are used in SSCs to influence the 
organizational culture is evidenced to be office layout. All of the SSCs investigated 
work in new or renovated offices that offer modern facilities, light and space, so 
avoiding the “accounting sweatshop” mentioned by King (1998). Furthermore, there 
are open plan environments to reinforce the flat organizations, in EFC also enforcing 
the team spirit. This further connects to the control tool tone at the top, which is to 
some degree evident in the SSC management control system. In line with the above, 
an example of its utilization is to be seen in EFC where the general manager is placed 
among his employees in the open plan office to illustrate his intent to coach and being 
a part of the team. Moreover, the wording of team leaders, and not managers, is used 
to avoid any associations of the team being managed, as it should be coached. The 
importance to behave in line with the statements is illustrated by the managers 
receiving the same amount of bonus as the rest of the team in EFC. In FSSC Sweden, 
the differences between levels are not manifested either, and the management is 
involved in improvement projects together with the rest of the SSC staff. As for VBS, 
it lately created a flatter organization with the intent of ensuring a clear message, 
hence communicating and visualizing the opinions and actions of the management to 
the rest of the organization.  
 
The problem mentioned by Cecil (2000) that business units lack responsibility for 
improving their own performance in the relationship is also established by the 
empirical findings, where the SSCs denote to have little influence in being just one 
part of the end-to-end-process. EFC does not face the external customer at all, and 
although VBS does, there are still parts in the value chain that it cannot influence. 
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VBS searches to change this situation through making its internal customers more 
aware of the effects related to the SSC activities. The aim is to make business units 
fully realize their possibility of influencing for instance the efficiency development of 
the organization as a whole. SSCs thus strive to create a mutual understanding of the 
situation through the use of peer pressure, the existence of which is observed in all of 
the investigated SSCs. FSSC Sweden for example partly resolved the issue through 
having an agreement with its customers, allowing the SSC to reinvest any profits 
realized. Moreover, the SSCs all have customer boards or like communication and 
cooperating structures in place, facilitating the obtaining of common goals. 

Results control in SSCs 
It can be observed that SSCs follow the proceedings characterizing the use of results 
control. This is exemplified by the fact that both FSSC Sweden and VBS clearly 
stipulate performance dimensions to focus on, and that all the SSCs set targets, design 
measures and link rewards to results.  

•  Performance measurement in SSCs 

The critical performance dimensions established in the theoretical framework; 
customer focus, processes and people, all show to be in use in SSCs. Firstly, the 
customer focus is present in all three SSCs. Both FSSC Sweden and VBS include a 
customer dimension, and whereas VBS already measures customer satisfaction in a 
special index, FSSC Sweden aims at establishing such a measure in the future. In 
FSSC Sweden, where the use of its services is not mandatory for business units and 
where the SSC hence has to prove its ability to deliver results, the vision also entails 
the consideration of customer specific needs and requirements. In EFC on the other 
hand, where sales units are obliged to use the services, the customer is less visible and 
the principle of avoiding customization to the largest extent possible is evident. The 
customers though still can be said to be related to the results control in EFC, as the 
parameters used to monitor performance are based on the commonly decided upon 
SLAs. However, as the variables used in the SLA are standardized to be the same for 
all customers, there is no space for taking into consideration customer specific needs 
and requirements. In the future though, the customers are to be able to follow the 
performance of the SSC through feedback of the outcome, indicating a higher degree 
of customer involvement.      
 
The importance of the second critical performance dimension, processes, is illustrated 
by the fact that the majority of the measures used in the SSCs focus on issues related 
to this factor. FSSC Sweden and VBS measure lead time as well as number of 
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transactions, while EFC focuses on time aspects. According to FSSC Sweden, lead 
time is a quality measure, and quality and optimization of processes are furthermore 
followed up in all SSCs by the use of error tracking and error handling. EFC also 
includes the responsibilities of the customers in these measures, tracking errors made 
by sales units as well as when the information needed to provide the services agreed 
upon is provided. VBS too includes the customer by aiming to reduce error handling 
both within and outside of the SSC. In addition, the empirical findings display the 
perceived significance of technology in regard to the SSC focus on processes. All of 
the companies target a future development of technology leveraging, most clearly in 
FSSC Sweden and VBS, which relate the development to specifically established 
annual goals. VBS attempts to introduce self-billing to an extent of 25% of accounts 
payable, and FSSC Sweden strives to introduce electronic workflow for at least three 
customers.  
 
The final critical dimension, people, is manifested in the results control of FSSC 
Sweden and VBS. FSSC Sweden has established a team target and includes employee 
satisfaction as one of its KPIs, followed up twice a year through an employee study. 
Moreover, VBS in line with its attempt to create a learning organization includes 
competence development and staff turnover in its KPIs, and measures this in an 
employee satisfaction index.   
 
Showing to further reinforce all of the above perspectives is the SSC utilization of the 
balanced scorecard. FSSC Sweden as well as VBS use the method, although FSSC 
Sweden has yet to implement the financial dimension. A linking of the perspectives in 
the balanced scorecard to the SLAs however cannot be distinctly established by the 
empirical findings. Such a linking would be problematic in FSSC Sweden, as the SSC 
has chosen to exclude the denotations of levels to be achieved in its agreements with 
the customers. In EFC the connection between performance measurement and SLAs 
though can be noticed, albeit the scorecard is not in use.  
 
The linking of SSC performance to benchmarking further is not that evident. It can 
only be seen in FSSC Sweden, the strategy of which includes the aim to improve 
processes according to considered best practices. This is targeted in the team 
dimension of the FSSC Sweden scorecard by the aim to make external exchanges of 
experience, and in the productivity dimension by the aim to learn from other 
Electrolux business units among others through the European templates. 
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•  Linking performance to compensation 

The empirical study demonstrates the use of extrinsic rewards in SSCs as yet another 
means to motivate people towards the achievement of desired results. In EFC, the 
desire is that the results are to be regarded holistically for the organization. This is 
obtained through the use of targets solely related to the organization as a whole, 
further enforced by the team-based rewards. In order for an individual to obtain a 
bonus, the entire team must have achieved the team target. In FSSC Sweden, bonuses 
are mainly team based, thus also going well with the statement in the theoretical 
framework that teamwork should be recognized in the bonus system of a SSC. The 
team bonuses of FSSC Sweden though in the future are to be complemented with 
individual rewards, the latter being a type of bonus used in VBS, in addition 
accompanied with process group related rewards.    
 
The importance of efficiency and productivity in SSCs is reinforced by the reward 
systems. They furthermore emphasize the customer focus, linking compensation to 
customer satisfaction. The customer satisfaction index of VBS is included in the 
Performance Report, which is bonus related, and FSSC Sweden intends to include 
such a measure in its KPIs, which in turn are also connected to the reward system. 
EFC links its bonus targets to customer satisfaction levels, and furthermore, as the 
bonus is based on the performance measurement, which in turn originates from the 
SLA, compliance with the SLA affects bonus.  
 
The significance of intrinsic rewards as a part of results control in this case was 
difficult to establish as the personnel’s perspective was not included in the purpose of 
the study. The fact that the personnel at FSSC Sweden and VBS are described as 
being loyal may however indicate that there is a sense of personal achievement, in 
VBS showing in the employees feeling proud of working at Volvo.     

Interactive control in SSCs 
As can be understood from the theoretical framework, any management control 
system in use can be made interactive through the personal involvement of managers 
in steering the organization. The results of the empirical study indicate that in SSCs 
this striving is supported, for instance through the existence of open plan offices 
allowing the management to pursue its activities close to its employees. This is 
specifically pointed out to be important in EFC, as Verelst regards it a necessity not 
being isolated from the operations, but rather to be a part of the team. He however 
does not consider this action to be management control, although Simons (1994) so 
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would. In FSSC Sweden moreover the managers are personally involved in that they 
together with the employees work in the improvement projects constantly running 
parallel to the regular process activities. Such an organization further enforces the 
interactive dimension of management control, distinguished by continuing and 
frequent top management attention.  

6.2.2 SSC responsibility centers  
As in any organization, the responsibility structure is a central part of the SSC 
management control system, and it can be noticed from the empirical findings that 
such operations are mainly responsible for inputs, that is, ensued costs. Through 
obtaining its own goals for instance of reducing costs and separating responsibilities, 
FSSC Sweden helps implementing the Electrolux overall strategies, such as to avoid 
more occurrences of fraud within the company. EFC too is an example, where the 
shared services operation was created as a result of among others the change in 
structure of the SKF sales operations. As these were transformed into being cross-
boarder operations, a structure bringing with it new customer based responsibilities, 
the start up of a European SSC enabled the sales units to focus on just that, that is, its 
sales to the customers. These illustrations hence confirm that SSCs, as organizational 
subunits, help implementing the strategies of their parent companies respectively, that 
is, of the organizations as a whole. 
 
None of the three investigated SSCs is held accountable for generating revenues, and 
thus they can all be defined as cost centers. This is further enforced by the fact that the 
SSCs do not have any influence over profits to be generated, only over the 
consumption of resources. This non-existence of profit center responsibility that is 
seen affirms the traditional view of SSCs having little accountability for performance. 
Moreover, it supports that a primary motive of such organizations is to reduce costs, 
which was in fact an underlying purpose for the creation of EFC as well as FSSC 
Sweden and VBS. To be noticed is however that the enhancement of quality in all 
SSCs seems to go hand in hand with the reduction of costs, which hence is not to be 
achieved at just any price. A wording of Verelst highlights the issue, as it includes his 
saying that in EFC the quality of services is never to be lowered in order to earn more 
profit.   
 
The benefit for the SSC of being a cost center within a greater organization is that it 
allows transparency in operations, free sharing of information, and so, close 
relationships with the surrounding business units, that is, the SSC internal customers. 
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In EFC for instance, the cost center structure has enabled a cooperation in which the 
parties trigger each other to improve the processes, an optimization of which in the 
end leads to cost reductions. FSSC Sweden further means that the transparency 
prevents customers from mistrusting the shared services unit to make a profit at their 
expense. These benefits are not believed to be evident in profit center structures, and 
stated is that there would then be no point for the SSCs to give customers an insight 
into the operations. EFC implies that the common initiatives for efficiency 
improvements through process optimization would then rest with each individual 
profit center. However, to be observed is that the theoretical framework indicates that 
being a profit center does not necessarily bring with it the need for making a profit, a 
thought which, considering the utterances above, is not to be recognized in the SSCs.  
 
Nevertheless, the cost center structure has its downsides as well. It hinders SSCs in 
taking independent decisions. FSSC Sweden for instance cannot autonomously decide 
on what investments to make, or when to make them. Furthermore, the improvement 
projects running parallel with the process groupings are dependent on the support 
from the FSSC Sweden customers, as they are the ones paying for the operations. The 
situation in VBS is similarly characterized. The SSC of Volvo sees it as a 
disadvantage not being able to finance its own development, and strives at becoming 
a profit center to be able to take own initiatives. VBS means that being a profit center, 
so allowing the formulation of a strategy that aims at obtaining profitability, is a must 
for a SSC acting on the external market. This is the future striving of VBS, and hence 
the SSC can be considered an example of the trend of businesslike SSCs emerging. 
To go external moreover brings with it the dimension of competition. VBS is aware of 
this fact, and believes that as the upcoming measurement of the SSC output is 
inevitable, it represents yet another motive for the becoming of a profit center; this as 
external customers will be willing to invest only in SSCs that are competitive on the 
market.  
 
Another advantage anticipated with the profit center structure is that a profit 
generating SSC attracts more attention from top management, and thus is in a better 
position and is more prioritized. These VBS thoughts align with those of Mergy and 
Records (2001). Anthony and Govindarajan (2001) further mean that profit centers 
can provide a training ground for general management. The empirical findings 
however indicate that this may be possible also in cost centers. For instance, EFC is 
viewed as being a breeding ground for future financial executives within the SKF 
organization. In addition to this opportunity of gaining benefits associated with profit 
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centers, SSCs as cost centers avoid several of the profit center’s outlined 
disadvantages. For instance: no competition between business units is evident; rather 
than a situation of suboptimization, the shared services model allows for a 
cooperation which is to ensure that the results optimal for the units individually are 
also optimal for the organization as a whole – an example being the obtaining of cost 
reduction; finally, a difficulty not currently visible, but which VBS may come to face 
when becoming a profit center, is an increase of disputes because of arguments over 
transfer pricing, as they may then include profit margins. Albeit often being structured 
as cost centers, SSCs however price their services, a topic which is now to be dealt 
with. 

6.2.3 Pricing in SSCs 
The services of SSCs are internally transferred to surrounding business units, and 
SSCs, accountable for ensued costs, and their customers, as profit centers accountable 
for costs as well revenues, all depend on the cost of these outputs. A valuation of the 
outputs is hence established so that all responsibility centers in the organization can 
for instance make good economic decisions. The occurrence of this purpose for 
valuation of output shows for example in VBS, where one of the guiding principles 
for its new pricing model is that it should support the VBS economic control. 
 
The overall intention of the VBS pricing model is however to clearly illustrate the 
costs resulting from the VBS operations. Furthermore, an aim is to make it simple to 
understand for the customers. This coupling corroborates Schulman et al.’s (1999) 
statement that an understanding of the internal cost structure is critical for a SSC in 
managing its customer relationships. Further supporting this is the finding in FSSC 
Sweden where the SSC chooses to change its pricing model in order to clarify to the 
customers what services they actually pay for. EFC and VBS provide other examples, 
both striving to charge according to the key most fair. In order to find such keys, the 
knowing of costs is a prerequisite. This is similarly true for the obtaining of cost 
efficiency and cost reduction, constituting goals in all of the SSCs studied. A common 
feature furthermore is the use of elements from activity-based costing, the utilization 
of which by Kaplan and Cooper (1998) is suggested when the link between costs and 
the use of different resources is not evident. The empirical findings indicate that 
activity-based costing facilitates the SSCs in analyzing the causality of their costs and 
in their pricing of the services provided, and again it is seen that shared services are 
sprung from the process orientation where the utilization of such new methods is 
emphasized.  
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SSC cost drivers  
The use of cost drivers is what primarily distinguishes SSCs in regard to cost 
causality and to their pricing models, allowing a linking of activity costs to the 
services and customers that in turn create the demand for, or benefit from, the SSC 
activities. All SSCs investigated use number of transactions and/or invoices as a cost 
driver, and depending on the situation, the manual and automated respectively are 
differentiated. VBS moreover uses amount of hours worked and number of employees 
as cost drivers, the latter by EFC considered to in turn being dependent on the number 
of manual transactions. FSSC Sweden’s use of integration of IT systems and 
complexity of customer companies as cost drivers are other examples, distinctly 
connected to each individual customer. Such connections highlight a second benefit 
that the activity-based costing contributes with when it comes to shared services 
operations, adding to the displaying of the true costs of services.  
 
Findings both in EFC and FSSC Sweden point to that a clearly showed link between 
usage and price paid encourages the internal customers to participate in process 
improvements, this in order for them to lower their own costs, so enabling the 
reporting of better profitability. The SSCs respectively for instance price manual 
invoices higher than EDI ones, or choose to take out automated invoices from the cost 
driver being used when allocating costs; this in order to encourage their use. 
Moreover, the punishing of non-standard behavior through charging higher costs than 
actual is evident in EFC as well as in VBS. Other ways of improving customer 
behavior is to weigh the costs according to quality of input; a dimension which to 
some degree is regulated in the service level agreements of the SSCs. Cecil (2000) 
further implies that some SSCs work in cooperation with their customers to find a 
level of service that provides the better value, rather than the lowest cost. As can be 
observed in the empirical findings, SSCs work together with their customers in 
different ways, using different communication structures. The value reasoning 
however is most evident in EFC, where services are meant to be charged at an 
optimum price, not always equaling the lowest.  
 
The establishing of accurate costs moreover is considered important in order to make 
possible the benchmarking of internal services against those provided by external 
service suppliers. SSCs in themselves are viewed as insourcing parties, taking on the 
performance of activities not being core to the surrounding business units, hence 
constituting service businesses within the business. King (1998) and Schmidt (1997) 
mean that SSCs too in turn can outsource activities or the undertaking of certain 
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services, if third parties can do them more efficiently and effectively. EFC proves to 
be an example on this matter, as it chooses to outsource activities demanding 
knowledge in statutory requirements for certain countries that need consideration only 
once a year.  
 
After this analysis of the general pricing situation in SSCs, the following section 
depicts the pricing models utilized. 

SSC pricing models utilized 
The empirical findings show that of the SSC pricing models presented in the 
theoretical framework, different combinations of three of them are used. None of the 
investigated SSCs is regarded as a centralized corporate support function, and hence 
the alternative of no pricing formula is not evident. Neither does any SSC in its 
current shaping strive for profitability, thus explaining the absence both of full cost 
plus markup and charging at market prices. Moreover, the model of negotiated fee is 
non-visible, despite the fact that the SSCs have all established service level 
agreements with the customers. Rather the formulation of these agreements indicates 
that the prices are decided on behalf of the SSC alone, then being denoted in the 
documents. Business units through the transparency and free sharing of information 
are instead obliged to for instance use process improvements in order to reduce their 
costs.  
 
EFC regards its pricing model to be an allocation model, and it is to a certain extent. 
Business units are indeed charged for the transaction volume they account for, 
indicated by that number of transactions is the main cost driver. However, there are 
variations in the use of automated and manual transactions respectively as cost drivers, 
implying that complexity of transactions is in fact accounted for. Moreover, the 
quality of business unit input is considered in that it to some degree is regulated in the 
service level agreements. Prices are further said to be full cost without a markup, 
rendering possible a linking to the full cost pricing model, also enforced by the fact 
that business units are charged on a usage basis over time. Finally, elements of value 
management can be distinguished in that the SSC as well as its customers abide by on 
beforehand agreed-upon criteria for input and output respectively.  
 
FSSC Sweden in a similar way as EFC uses a combination of several pricing models. 
Allocation elements are present, implied by that the intention of the pricing model 
new for 2004 is to create a completely transaction-based system. Also in this SSC 
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complexity of transactions as well as quality of business unit input is however 
considered. The full cost dimension is visible in that no markup for profit is made, 
and there is among others a cost per invoice, a cost per hour and a project cost 
established. The content of the service level agreement furthermore indicates the 
value management usage. 
 
The VBS current pricing model is divided into the dimensions of hours and volume. 
The hour base has shown to become more and more common, contrasting the 
development strived for in FSSC Sweden, where hour based costs are to be replaced 
with transaction volume based. In VBS, full cost elements are evident in that it is the 
full cost per hour or invoice respectively that decides the price. However, the VBS 
customers do not pay on a usage basis, but rather in advance according to budget. In 
addition, signs of value management are present, similarly as in the other SSCs 
investigated, showing through the establishment of predetermined criteria that the 
service provider as well as its customers must adhere to. 
 
Conclusively, it can be established that SSCs can choose not to utilize one single 
pricing model; rather a combination of several may show fruitful in obtaining the 
criteria set up for its designing. Evident in the empirical findings is moreover that 
there are elements for instance of fixed charges to some sets of services that do not 
show in the theoretically outlined pricing models. Furthermore, the opinion of 
Schulman et al. (1999) that the aim of a pricing model should be simplicity, though 
not at the price of unfairness, imbues the VBS as well as the EFC pricing models 
where fairness is specifically pointed out as being important. FSSC Sweden notes that 
the change into using a transaction-based pricing system, created in order to resemble 
an external situation, succeeded with its aim, bringing with it the need for the SSC to 
act more like an ordinary company – so aligning with the belief of among others King 
(1998) that a SSC should be run like a business.  

6.3 Variables affecting the SSC management control  
 system 
As can be understood from the above outlining of SSC management control systems, 
there are dimensions common as well as dimensions differing. As stipulated in the 
theoretical framework, contingency research aims at explaining such patterns. For the 
purpose of this thesis, a model including variables believed to affect the management 
control in SSCs specifically was composed, a model which below is used in the 
analysis. 
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6.3.1 The SSC organizational structure 
As observed in the empirical findings, SSCs can greatly differ in size of organization. 
VBS for instance has 300 employees, whereas EFC and FSSC Sweden have 19 and 
25 respectively. Furthermore, the turnover of the SSCs varies from MSEK 4.7 to 200, 
and the processing of invoices moreover spreads between about 460 000 to over one 
million. Such differences in several ways affect the management control systems in 
SSCs. An example is seen in the physical and social arrangements of the different 
operations. Some sort of open plan environments are present; however, VBS with its 
300 people logically cannot be placed in one same room. This is though possible for 
EFC, which in addition has the management working among the rest of the staff.  
 
To be noted is that except for the appointed two team leaders and the general manager, 
EFC has no structured hierarchy. In VBS on the other hand, a clear organization chart 
is visible, though despite of its organizational size outlining only three management 
levels. Another implication of size is the consideration of moving to low cost 
locations. VBS has commenced a pilot project in Poland in order to utilize its 
presence there for achieving further cost reductions. The issue has also been discussed 
within EFC, however, the SSC regarded the costs of a move to outweigh the benefits 
since the volume of transactions and the number of employees were not considered 
great enough. The similar line of reasoning appeared in FSSC Sweden, where 
however the dimension of automation too was reflected on. If a high enough degree of 
automation could be attained, the benefits of low wages would come to be questioned. 
In line with this, it is though to be noticed that the employees are not always 
considered to constitute the resource most expensive, but in fact the systems are. 
Again, the influence of size so surfaces, as the investment in integrated systems is 
believed to demand the process of a certain number of transactions, or a certain size of 
investment opportunity. 
 
In addition to size, the age of the SSC affects its management control system. As 
depicted in the maturity model several SSC dimensions typically develop and change 
over time. The empirical findings indicate that the focus in SSCs on cost reduction 
though does not exclude a striving for quality improvements, but instead that a 
balance them in between needs to be managed. The last state, portrayed as that of 
profit generation, is not yet evident in any of the SSCs investigated, however, VBS 
views it as a future goal. The reaching of this state brings with it a demand for 
changes, for instance in responsibility structure through the becoming of a profit 
center, and furthermore, the pricing model may need to be altered to state prices that 
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include profit margins. Aligning with this discussion is another maturity dimension, 
that is, the one defining the SSC customer base. The SSCs studied serve only internal 
customers, and it is only VBS that in a future not too far off plans to go external. The 
exposing to competition leads to similar needs for change as those outlined above. 
VBS for instance points out that to be able to finance its own development through 
customer contributions, profitability is a prerequisite so as to make sure interactions 
on the market to take place. As shown by the discussion above, the different parts of 
the management control system are dependent on each other, indicating that when 
designing such a system, considerations must be made in regard to several aspects.  
 
Other maturity dimensions visible in the empirical study are those of SSC status and 
policy source, to some degree linked to each other. In SKF it is mandatory for the 
business units to use the business administration services provided by EFC, whereas 
in Electrolux as well as in Volvo it is optional. This forces FSSC Sweden and VBS to 
prove their efficiency in different ways, procedures that must be incorporated in their 
management control systems. In FSSC Sweden the procedure is characterized by the 
presentation of a business case when the potential customer is to decide on whether or 
not to use the internal service provider. Such a process is viewed as a hinder in the 
continuing development of the SSC, that is, in its maturation, as it slows the 
augmenting of the operations. VBS too at first considered it negative not having a 
mandatory principle, as it takes time to prove cost efficiency. However, through 
developing close customer contacts, the problem of convincing the customers of the 
SSC benefits was resolved, and VBS safeguarded its survival. The decision of 
whether a SSC is to be mandatory or not, is not always made by the SSCs themselves. 
Furthermore, other issues also affecting the operations are evidenced to be decided on 
by corporate top management, such as the responsibility structure to be put in place. 
Verelst for instance regards it a duty of EFC to actively support the Group strategy, 
which among others includes the decision of EFC being a cost center. This sign of 
interdependency is further observed in VBS, which claims to be fully dependent on its 
parent organization as long as having only cost responsibility. Similar patterns are 
noticeable in FSSC Sweden, where there is no scope for independent decision making 
in regard to investments or improvement projects. Such interdependencies, whether 
them being between the SSC and its parent company or between the SSC and its 
internal customers, demand controls to be put in place. VBS chooses to strive for a 
more independent future, whereas FSSC Sweden solved the matter through the 
designing of an agreement, which increases its room for action. EFC though proceeds 
from the situation it is being assigned, and closely manages its internal customer 
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relationships. The latter proceeding though is evident also in the other SSCs 
investigated. It can be established that for instance the use of service level agreements 
is an important tool in this process of managing the fact that SSCs are dependent on 
their internal customers.  

6.3.2 The SSC external environment 
As was noted above, the maturity phase of a SSC brings with it changes that includes 
the SSC’s external environment, so creating a demand for new control mechanisms. 
Examples mentioned are the changes of customer base from internal to external, and 
in line with that, the penetration of new markets. Both proceedings result in situations 
characterized by risk as well as uncertainty. Not being guaranteed customers, and in 
addition, not knowing the customers are issues that need to be considered. Cost 
efficiency and competitiveness are then a must not only for surviving within the own 
organization, but to survive on the market. The fact that VBS will be exposed to 
benchmarking of provided services and measurement of outputs though has been paid 
attention to by VBS, which is the SSC investigated that intends to face such a 
situation. Structural variables in the management control systems affected by the 
developments are, as already mentioned, primarily the responsibility structure and the 
pricing policy. 
 
Other factors in the external environment influencing shared services operations are 
institutional variables and culture and geography. EFC in particular is affected, as it is 
European and hence works with business units in several different countries. 
Differences that need to be accounted for are for example terms and conditions, 
payment terms, customer behavior and rebates. EFC however means that such factors 
are not related to business processes, and thus standardized structures and systems can 
still be in place. When it comes to financial reporting, differing statutory requirements 
and regulations constitute impediments to a full standardization. A solving of the 
problem is to outsource some of the related activities, which is a measure undertaken 
by EFC. Furthermore, it is though established that customer wishes for a report to 
appear in a certain way must not always equal a need for it, which is for a SSC to 
notice, as standardization is then possible. Verelst regards the mentioned barriers as 
being rather limited, and moreover mentions the introduction of the Euro as an 
external variable that has greatly facilitated the operations of a European SSC. 
However, highlighted is the existence of differing cultures, which is considered 
inevitable. This aligns with the beliefs of VBS that cultures and languages are a 
challenge to face by the transformation into being European. As an organization to be 
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capable of handling such differences implies a need for individuals with the right 
competence, and hence, the personnel dimension of the management control system 
again is distinguished as a tool for ensuring the achievement of organizational goals.    

6.3.3 The SSC technology 
Technology is the third set of variables outlined as affecting the management control 
system in a SSC. This manifests itself among others through the technology of the 
business units in the SSC’s surrounding. Evidenced in the empirical findings is that 
both degree of automation and process design carry great weight in the designing and 
the use of controls in SSCs. All of the SSCs investigated aim at driving 
standardization and at continuously improving processes in cooperation with the 
customers. Hence, there is a need for communication structures allowing a dialog, 
which is also to be seen. Automation by all is further viewed as constituting a crucial 
element for the achievement of cost reduction. This is reinforced among others in the 
pricing models, as the cost drivers used encourage automation and moreover, as the 
customers are obliged to pay more by the use of manual transactions. Another sign of 
automation in the control systems is to be seen in the performance measurement 
among others in VBS, and furthermore, in its linking to employee rewards.  
 
The final dimension of technology is variation in work tasks, which has been 
highlighted as an issue needed to be managed by SSCs. The SSC activities are 
described as being repetitive and even as becoming monotonous over time. A result 
thereof is the existence of rather high employee turnover. This is managed differently 
by SSCs as indicated by the empirical findings. FSSC Sweden and EFC both expect 
the presence of the employee turnover, and hence prepare for it to happen. Instead of 
viewing it as negative they in different ways try to utilize the knowledge that is built 
up during the time in the SSC. VBS on the other hand searches to reduce its staff 
turnover, most evidently through changing the recruitment process and hiring people 
that fit in with the organization’s view of its activities equaling line production.  

6.3.4 The SSC strategy 
Linking to several of the discussions above are the strategies employed by SSCs. 
According to Anthony (1988), the purpose of management control is to implement 
organization strategies and the linking them in between is hence obvious. Furthermore, 
the strategies make visible how a SSC is to reach its goals, which thus also have an 
impact as to controls. The SSCs in the empirical study have some attributes in 
common, defined by the content of their strategies, such as the notions of driving 
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productivity, enhancing quality, improving processes, standardization, and the 
leveraging of technology. Moreover, a primary goal is to reduce costs, while 
simultaneously enhancing quality. These similarities, as have been noticed, also leave 
marks in the SSC management control systems – and so do the differences. For 
instance, EFC needs to manage the implications of being European, whereas VBS 
faces the challenge of becoming a profit generating SSC and so being exposed to 
competitive forces outside of the own organization.  
 
All of the similarities mentioned can be connected to the SSC common origin of the 
process orientation. Changes in business operations lead to its creation, and the 
utilization of suggested techniques brings with it new changes, hence forming a 
never-ending circle of adaptations to be made. The beginning to use automation for 
instance has transformed management control systems, and yet the development of 
automation reaching higher degrees may demand further changes. As mentioned in 
the theoretical framework, the having of a control philosophy is critical in such 
situations of change, as it attends to the fact that people do not change as quickly as 
do techniques. The empirical findings show that this feature is visible through the 
vision statements of SSCs, encompassing the issues of value for the organizations and 
so evincing its future direction. This can hence in turn be viewed as underlying the 
SSC management control system, as it is to ensure such strivings.    
 
A conclusive word when it comes to the fact that strategic implications on SSC 
management control systems have already been touched upon in the analyses of other 
dimensions, is that it confirms the statement of Otley (1980) that situational factors 
are dependent on each other. As was previously mentioned, the same can be 
established about the different parts of the management control systems, as changes in 
one end may result in changes in the other as well.  

6.3.5 Other factors influencing 
Although the differences highlighted in the first part of the analysis were explained in 
the discussions above, there may be other similarities or differences in regard to the 
management control system of a SSC that did not surface within the scope of this 
thesis. In addition, there may be other forces influencing the control systems that have 
not been visible in this process of investigation. Thus, this last set of affecting 
variables is left open.  
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7 Conclusion 
In this chapter, we fulfill the purpose of the thesis by answering the research 
questions set up in the introductory section. Hence, we depict how the management 
control system in a SSC is designed and why it is outlined this way.  

7.1 The SSC management control system 
 
 

How is the management control system in a Shared Service Center designed? 
 
 
All management control systems are different because people in different settings 
behave differently. However, in the quest for finding patterns describing the 
management control system in shared services operations, it has been ascertained that 
SSCs find use for similar control tools. Action-, personnel-, cultural-, results- as well 
as interactive controls are utilized, though to different degrees. Of the five, personnel 
control is distinguished as being of primal importance in order to make people fit in 
with the organization, and to some extent also to influence the practice of self control 
among employees. Furthermore, SSCs use service level agreements as an action 
control tool to ensure that specific actions are, or are not, taken. When it comes to 
cultural control, evidence of common patterns are not as clear, but the emphasis on 
team building, enforced among others through the use of group-based rewards, can be 
mentioned, as can formalized visions and missions laid out to provide direction for 
the organization. In a SSC, results control focuses on the crucial performance 
dimensions customers, processes and people, although these can be complemented by 
organization specific measures. The different perspectives are enforced by the use of 
the balanced scorecard. Rewards are subsequently linked to the dimensions, including 
for instance customers, efficiency or productivity, and/or the team. Finally, SSC 
managers make use of interactive control in different ways, for instance through 
placing themselves among the employees in the office, or by being involved in 
different projects together with the rest of the staff.   
 
The responsibility structure used in SSCs is mainly related to accountability for costs, 
that is the cost center. The statement that SSCs have little accountability for 
performance is however somewhat contested by the fact that cost reduction is 
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combined with a striving for quality of services. The ability of having transparency 
between the SSC and its business unit customers, so preventing mistrust and enabling 
a close relationship, is the main advantage of choosing the cost center arrangement. 
The stipulated trend of an emergence of more businesslike SSCs, choosing the profit 
center structure, is however visible, the choice primarily being explained as a means 
to the increasing of independence.  
 
Pricing is the final element of the control system and crucial to every SSC, also to 
those that are cost centers. Finding true costs are namely related to cost reduction 
goals, but also to the managing of customer relationships. Customers must be shown 
what they are paying for, and the link between usage and price is utilized as a means 
of encouraging customer involvement in process improvements. Activity-based 
costing assists in the process of finding causal relations in order to price in a fair 
manner, as the using of cost drivers traces the costs of different activities as well as 
the differing demands of the customers. In order to attain the above, SSC pricing is 
often a combination of several separate models; primarily those of allocation, full cost 
and value management, in some instances complemented with a fourth element, a 
fixed charge.  
 
In conclusion, the SSC management control system shows clear influences of the 
process orientation, encompassing all of the dimensions denoted: the having of a 
control philosophy, the use of new measures and new methods, and above all, the 
focus on customers, processes and people. 

7.2 The underlying reasons for the design of the  
management control system 

 
 

Why is the Shared Service Center management control system outlined this way? 
 
 
Each management control system is unique, explained by the fact that there are 
numerous of variables in different ways affecting the organizations designing them. 
Through the use of contingency research, the reasons explaining the design of the 
above depicted SSC management control systems were outlined. The variables used 
for the elucidation include organizational structure, external environment, technology, 
strategy and other factors.  
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Personnel control carries great weight in SSC management control systems. Affecting 
selection and placement of employees as well as job design are technology elements. 
A focus on standardization and routine has resulted in repetitive and sometimes even 
monotonous work tasks, entailing a need to find ways to either employ people still 
feeling pleased with their work, or rather to redesign jobs. Furthermore, the strategy 
aiming at realizing goals has an impact as SSCs focus on finding people with the right 
competence, and with values aligning with those in the SSC vision. The control 
philosophy so guides the searching of individuals fitting in with the organization. In 
regard to action control in SSCs, an important aspect is the use of service level 
agreements to ensure the undertaking of certain actions because of the 
interdependence between SSCs and their internal customers. Moreover, the common 
strategy of driving standardization and leveraging of technology to reach the cost 
reduction goal demands well-defined and documented processes, in turn constituting 
elements of action accountability.  
 
Changes in business operations once resulted in the creation of SSCs. Their striving in 
turn includes continuous process improvements and service quality enhancements, to 
some extent causing an unstable environment for SSC employees. A control 
philosophy with a vision or mission providing a future goal to focus on is thus central. 
These are cultural control aspects observed in SSCs. In addition to this codes of 
conduct element, physical arrangements such as open plan offices, and tone at the top 
influences exist. Affecting their use is the size of the organization, where smaller 
operations more easily than large shape an open plan environment, at least from the 
perspective of everyone working side by side. The scope for management to illustrate 
its involvement and demonstrate the SSC strategy also depends on the number of 
employees, as it may show easier for a manager to continually interact with a group of 
20 than with one of 300; size thus affecting ways in which interactive control can be 
used. 
 
Results control tools to measure performance and link it to employee rewards lead the 
SSC towards its goals. The strategy hence affects the control system design, as its 
implementation is ascertained through regular follow ups of performance. The 
changes in business operations influenced by the process orientation have further 
influenced the choice of performance dimensions. Moreover, technology 
developments entail a focus on automation- and process related issues, visible in SSC 
performance measurement. Furthermore, the interdependence between the SSC and 
its business unit customers lead to an enclosure of customer satisfaction measures. 
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Making possible the embracing of the different dimensions is the balanced scorecard, 
the common existence of which in SSCs is hence explained.  
 
The cost center structure in SSCs among others is explained by the goal of both the 
SSC and the corporation at large to achieve cost reduction, demonstrating the 
influence of interdependence. The choice is furthermore affected by the 
interdependence between the SSC and its customers, as the relationship is facilitated 
by the fact that pricing excludes profit margins. Cooperation more easily allows for 
process improvements to occur, hence showing technology’s influence. A wish to 
escape the above stated interdependences can result in SSCs becoming profit centers. 
As external markets and customers render it possible to make profit, SSCs can finance 
their own developments. Responsibility structure choices are moreover dependent on 
the age variable, since cost efficiency takes time to prove. Before considering profit 
generation, cost and quality criteria must be achieved. The final conclusion in regard 
to influences of SSC management control systems relates to pricing. The SSC’s 
served customers and markets have an impact on this issue, in turn determined by the 
strategy employed. When serving an internal market, pricing is based on the cost of 
services provided in order to achieve the cost efficiency goal. The choice of going 
external though demands profit margins to also be included, so requiring the pricing 
model to change. Technology is furthermore an influencing factor of SSC pricing, as 
pricing models are designed to encourage automation and standardization, illustrated 
for instance by the use of customized cost drivers.  
 
As concluded from the discussions above, several variables affect the design of a SSC 
management control system. It can moreover be established that these variables 
influence each other, as do the different parts of the control system. One factor 
causing a need for change may hence give rise to several changes following, which is 
to be observed by SSCs in their design of a management control system. 
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8 Discussion 
In this chapter we give word for our personal reflections in regard to the subject of 
investigation. Interesting issues that have surfaced during the writing process so are 
highlighted and further discussed.  
 
After during ten weeks having deeply researched the problem area of SSCs and their 
management control systems, we have come to realize that the difference of a SSC to 
other organizations is not that evident. As in every company, the SSC management 
has the task of influencing its people in the direction towards organizational goals, no 
matter them being similar or different to those of others. However, some 
distinguishing characteristics have come to be outlined.  
 
First of all, the SSC forms part of the management control system of the parent 
company; this in that its mere existence is a means to implementing overall 
organizational strategies and goals. This is an interesting notation to be made, as an 
attribute outlined as being characteristic for the SSC is the focus on provision of 
services, and not on the undertaking of control on behalf of the parent company.  
 
Secondly, the SSC relation to its customers is typically described as constituting a 
partnership, where the parties in cooperation strive for among others achievement of 
process improvements. We however see the possibility of such a collaboration taking 
place also between the SSC and external customers, as the patterns are similar as in 
the developments within supply chain management where several parts of the value 
chain cooperate and rely on each other.  
 
As for the independence stipulated to constitute the third characteristic of shared 
services operations, we believe this statement to be true to a certain degree. SSCs 
create their own management control systems, encompassing specific SSC goals, 
strategies and measures. This differentiates SSCs from regular business 
administration departments, which, as has been noted, generally are not used to for 
instance measurement of performance. We have however observed that there are 
interdependences present as well. Examples are the alignment of the SSC strategy to 
that of its parent company, and the fact that shared services depend on its customers, 
playing only a part role in the end-to-end process. In facing the external customer 
VBS has commenced the path to change. The interdependence though can be 
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regarded as positive from the perspective of the SSC and the business units being part 
of the same organization, so striving towards common goals.  
 
Furthermore, we would like to highlight another feature characterizing the SSC, that 
is, its hybrid composition. The common cost center structure makes it possible to 
draw parallels to non-profit organizations, whereas the focus on services can 
obviously be related to service organizations. Concurrently, the SSC output by some 
is viewed as being the result of line production. Hence, it can be concluded that the 
SSC organization encompasses a combination of elements that supposedly was 
formerly not seen together. Due to this phenomenon, many are the ones to question 
whether the management control existent can be applied to such a hybrid. We 
however found that SSCs can adapt the management control system to fit in with their 
unique situation, showing the system’s flexibility and ability to include all dimensions 
required. Supporting this observation of ours is the fact that all investigated SSCs 
believe to so far have obtained their targeted goals.     
 
The statement above further indicates that the SSC customer cooperations work 
satisfactorily as efficiency improvement,s striven for have been achieved. In the 
beginning of the writing process, we questioned this possibility of attaining efficiency 
as we saw no apparent incentives for cost center SSCs, being guaranteed customers, 
to continuously improve their performance and drive down costs. But this our doubt 
has been proved wrong, and one may wonder whether the transformation into a profit 
center structure would in fact improve efficiency even more. Creating like partnership 
relations with external customers, as those existent with internal, as mentioned we 
believe to be possible. However, the quest must be considered a challenge needed to 
be managed in order for the profit center structure to show better.  
 
Another issue of interest we find to be the question posed in King (1998) of whether 
motivation of staff to deliver high performance can be balanced with the need to 
continually drive down costs. We pose the same question. SSCs’ striving to 
constantly improve their efficiency through further standardization in order to reduce 
costs, seems not to fit with the dimensions of quality enhancement and employee 
satisfaction. Hence, we view the approach of VBS to adjust its recruitment process in 
order to find people whose values align with those of the organization to be realistic. 
In such a large organization it ought to be easier to handle the situation in this manner 
rather than in the way in which EFC has solved the issue, restructuring the entire 
organization to satisfy employee desires. The latter choice is without a doubt positive 
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on behalf of employees however we question its upholding in the longer term, for 
instance by an augmentation of the operations. We reckon that the larger and more 
complex the organization, the more difficult to adapt it to the personnel, instead of the 
other way around. Despite of such implications of differences SSCs in between, we 
though find it interesting that the SSCs investigated show several similarities in their 
management control systems. 
 
A final remark in regard to this study relates to the importance of operationalizing 
organizational goals. The empirical findings indicate the existence of goals and targets 
on all levels in the SSCs; however, to be highlighted is that the management 
perspective has guided the research process. Hence, the viewpoint of the personnel 
has not been taken into consideration. What is the employee opinion of the situation? 
Are they really aware of what is expected from them? These thoughts imply that it 
would be interesting to study the problem from the perspective of the personnel as 
well as of the internal customers. In addition, it would further be of interest to 
investigate how external parties view the issue of using the services provided by a 
competing company business unit, that is, of outsourcing its business administration 
to the SSC of a rival.  
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Decentralization and centralization in SSCs 
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Figure 1: The SSC’s reaping of decentralization as well as centralization benefits 
Source: Schulman et al., 1999:12. 

Explanation of the model 
In the circles farthest to the left and to the right in the model, the disadvantages of a 
decentralized and a centralized business model respectively are enumerated. The 
central circle on the other hand embraces the benefits of both of the business models, 
as well as additional advantages, all of which can be gained when using the business 
model of shared services.  
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Interview guides 
Interview guide EFC (SKF) 

Jos Verelst, General Manager of EFC 
1. Where in the SKF organization is EFC to be found? 

 
2. What was the underlying motive for creating a SSC within SKF? What are the 

benefits and disadvantages with the decision? What was the greatest barrier?  
 

3. When was EFC started? What was the organization like before? 
 

4. Why is the EFC located in the Netherlands? 
 

5. Are there any other SSCs within SKF? 
 

6. What is the aim of the EFC operations? What are its main goals? 
 

7. What is the EFC vision/mission? Does it diverge from that of SKF on the 
whole? 

 
8. What is the EFC strategy process like? Does it differ from that of SKF when it 

comes to time horizon, content, working processes etc.? 
 

9. What functions/activities are performed by EFC? How were they identified? 
How are they structured? 

 
10. What accountability structure is in place, that is, is EFC a cost/profit/revenue 

center? What benefits and disadvantages can be seen with this structure? 
 

11. Are the business units forced to use the EFC services? Why? For how long? 
 

12. What are the future goals when it comes to accountability? Any thoughts of 
change? 
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13. How is the management control model/system outlined? What is the process 
like in regard to for instance performance measurement? 

 
14. How often is the model updated and evaluated? 

 
15.  What IT tool is used by EFC? Is it a fully integrated system? 

 
16. Why was the IT tool used? What alternatives were there? 

 
17. Is the system new to the company? If yes, when was it implemented? 

 
18. What is the internal invoicing process like? 

 
19. What pricing policy is used by EFC? Why was it chosen? When are the prices 

agreed upon? 
 

20. Are there Service Level Agreements in use? What is regulated in them? 
 

21. What measures are used for measuring efficiency, that is, for control purposes? 
 

22. Are there any profitability measures used? In the SSC overall, in the respective 
processes? 

 
23. How are the measures followed up and used? 

 
24. Is performance bonus-related? 

 
25. What do you reckon are the cost drivers in EFC? 

 
26. What are the cost drivers in the different processes respectively, that is, in AR, 

AP, General Ledger etc.? 
 

27. Do you view EFC as a service organization? Or what characteristics differ a 
SSC from a typical service organization? 

 
28. Have you managed to obtain your goals so far? If not, how are you planning to 

manage it? If yes, how did you go about? 
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29. How would it be possible to further reduce costs? (Scale, standardization, 
technology, low cost location, automation etc.) 

 
30. As EFC is located in the Netherlands and works all over Europe it has to 

consider different rules and regulations. Any implications from a control 
perspective? How are they being managed? 

 
31. Any other issues in regard to management control in EFC/SSCs? 

 
32. What is the greatest future challenge for EFC? 

Asbjørn Kjekshus, Business Support Manager, the SKF 
Nordic region 

1. What is your knowledge of SKF’s Shared Service Center (SSC) – EFC? 
 
2. Why did SKF choose to establish EFC? What are the motives for a SSC? 

 
3. EFC is a cost center, why? Why not a profit center? Implications on efficiency? 

 
4. The customers are only internal, no thought of going external? How come? 

 
5. What do you reckon are the cost drivers in a SSC? Why? How are they 

identified? 
 

6. What does the internal pricing model look like? When are prices determined 
and how? 

 
7. What is the internal invoicing process like? How, and how often are the internal 

customers invoiced/charged? 
 

8. How is efficiency measured in a SSC? What internal efficiency measures are 
used in the EFC? How are they chosen and how often are they updated? How 
are they followed up?  

 
9. Are there performance measurements for the entire EFC as well as for the 

specific teams and clusters respectively? 
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10. What are the Key Performance Indicators of EFC? 
 

11. Is there a management control model, illustrating for example the connection 
between vision – mission – strategy – Strategic Success Factors – Performance 
measures? If yes, what does it look like? 

 
12. What is the EFC strategy process like? How does it align with that of SKF?  

 
13. Are there any specific strategic objectives/financial targets for EFC? For 

example to increase efficiency by a certain percentage annually, to reduce costs 
by a certain percentage? etc.  

 
14. What do you consider being the main issues and considerations when it comes 

to management control in EFC? I.e. how does EFC make sure that the strategy 
is implemented as planned? What control tools are used? 

 
15. What is your opinion of the IT tool used, Masterpiece? Do you reckon that SKF 

will consider implementing a fully integrated system?  
 

16. EFC is a pan-European SSC. Are there any implications to be seen, primarily 
from a control perspective? If implications are noticed, how are they being 
managed? 

 
17. What is the relation like between EFC and the SKF Strategic Business Units 

(SBUs)? The SBUs are forced to use the EFC services, implications for the 
relations?  

 
18. What is the vision of SKF as a Group? 
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Interview guide FSSC Sweden (Electrolux)  

Carin Petersson, Manager of FSSC Sweden 
1. Vad arbetar du med? Presentation av dig själv. 

 
2. Vilken är din erfarenhet av Shared Service Centers? 

 
3. Varför har Electrolux valt att etablera ett Shared Service Center? Vilka är 

motiven? För- och nackdelar med detta val? Var outsourcing ett alternativ? 
 

4. Var i organisationen befinner sig ert SSC? Självständighet, legal enhet etc.   
 

5. Vilka av era bolag sköter ni? Endast i Sverige? Finns fler SSCs inom 
Electrolux? Varför har Electrolux valt att organisera sina SSCs på detta sätt?   

 
6. Fakta om ert SSC: År som det startades upp, antal anställda, omsättning, antal 

totala transaktioner, antal fakturor, mål för antal fakturor/FTE/år, antal SBUs 
som kunder.  

 
7. Vilka funktioner eller aktiviteter sköter ert SSC? Hur har dessa 

bestämts/identifierats?  
 

8. Hur ser SSC-organisationen ut?  
 

9. Vilka viktiga faktorer/hänsyn måste beaktas när det gäller styrning av SSCs? 
Vilka styrverktyg används? Används manualer, målstyrning etc.  

 
10. Vad anser du vara effektiv styrning? 

 
11. Är ert SSC ett cost eller ett profit center? Varför? Vilka är för- och nackdelarna 

med de båda? Effekt på möjligheterna att effektivisera? 
 

12. Har ni endast interna kunder eller även externa kunder? Om ej externa kunder, 
finns några planer på detta? 
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13. Är de interna kunderna tvingade att använda ert SSC eller kan de välja en 
annan service partner? Varför ser det ut som det gör? 

 
14. Hur ser er strategiprocess ut? Följer den Electrolux övergripande eller har ni en 

helt egen? Ex. tidsramar, sätt att bearbeta, innehåll etc.  
 

15. Vilken är ert SSCs vision och mission? Har ni någon styrmodell? T.ex. som 
sammankopplar vision – mission – strategiska framgångsfaktorer etc. Hur ser 
denna ut? 

 
16. Använder ni Key Performance Indicators? Vilka? 

 
17. Har ni några uppsatta strategiska och/eller finansiella mål? T.ex. att öka 

effektiviteten med viss procent varje år o.dyl. 
 

18. Hur mäter ni effektivitet (internt) i ert SSC? Vilka interna effektivitetsmått 
används? Både vad gäller organisationen i helhet resp. enskilda 
processer/aktiviteter. 

 
19. Hur väljs dessa effektivitetsmått ut och hur ofta uppdateras de? Hur följs de 

upp? 
 

20. Anser du att det är svårt att mäta effektivitet just i ett SSC? Skiljer det sig från 
t.ex. i ett tillverkande företag? 

 
21. Vad använder ni för bonussystem? 

 
22. Hur sker rekryteringen av personal? Vilken typ av personal söker ni? 

Utbildning, bakgrund etc.  
 

23. Vilka anser ni är kostnadsdrivarna i ert SSC? Hur identifieras dessa?  
 

24. Vilket är bästa sättet att reducera kostnader i ett SSC? 
 

25. Hur ser er prissättningsmodell ut? När och hur bestäms priserna? Varför har ni 
valt att göra på detta sätt? 
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26. Hur ser faktureringsprocessen ut? När och hur betalar era kunder? Varför? 
 

27. Använder ni Service Level Agreements? Om ja, vad regleras i dessa? Om nej, 
hur regleras relationen? 

 
28. Hur ser relationen mellan ert SSC och Electrolux övriga affärsenheter ut? Hur 

sköts kontakterna? Hur ser strukturen ut för samarbete/kommunikation? 
 

29. Vilket IT-verktyg använder ni? Varför? Hur fungerar det (helt integrerat t.ex.)? 
Fungerar det tillfredsställande? 

 
30. Vilka är era framtida planer? T.ex. ansvarstruktur, kundgrupp, lokalisering 

o.dyl.  
 

31. Vilka implikationer tror du skapandet av ett pan-European SSC kan ha, sett ur 
ett styrperspektiv? 

 
32. Anser du att ni har uppnått era mål hittills (de som var orsaken till att ert SSC 

uppstod)? 
 

33. Vilken är den största framtida utmaningen för ert SSC?  
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Interview guide VBS (Volvo)  

General questions for clarification of written material 
1. Av VBS verksamhet utgörs 98-99% av Volvos bolag, medan resten utgörs av 

intressebolag, vilka är dessa? 
 

2. Det framkommer även att den mesta verksamheten bedrivs här i Sverige, men 
att viss verksamhet finns i Europa. Vilken typ av verksamhet är det? 

 
3. Outsourcar VBS idag någon verksamhet till andra tjänsteföretag? 

 
4. VBS har ca 300 anställda, är det lika med 300 FTEs? 

 
5. I materialet finns olika formuleringar av VBS vision, vilken är det som gäller? 

 
6. Hur många av Volvos SBUs använder VBS tjänster? 

 
7. Vad innebär Parma? 

 
8. Vad innebär GIB-FBC-beslutet? Vad står FBC för? 

 
9. Vad innebär COPA? 

 
10. Var outsourcing ett alternativ till skapandet av ett SSC när VBS bildades? 

Varför valde man i sådant fall hellre SSC-alternativet? 
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Stefan Piippo, Manager of Market and Business 
Development of VBS 

1. Varför tror du att VBS drivs som ett Cost center? Vilka är för- och nackdelarna 
med en Cost- resp. Profit center struktur? 

 
2. Hur uppnås effektivitet trots Cost center-strukturen? Vilka incitament finns för 

att ytterligare öka effektiviteten och reducera kostnaderna? 
 

3. Anser du att det är svårt att mäta effektivitet i ett SSC, jämfört med i ett 
tillverkande företag t ex? Varför? 

 
4. Vad anser du vara effektiv styrning? 

 
5. Vilka styrinstrument används i VBS? Finns exempelvis manualer för hur 

arbetet ska utföras? Eller är det vad som är i fokus? Eller är det snarare vem, 
dvs. är valet av personal i fokus? Varför ser det ut som det gör? 

 
6. Hur skulle du vilja beskriva VBS företagskultur? Skiljer den sig från 

Volvokoncernens? 
 

7. Vilken typ av personal rekryteras till VBS? Vilken kompetens efterfrågas? 
 

8. Vi har fått beskrivet för oss att processarbetet kan liknas vid ett löpande band. 
Hur jobbar ni för att ändå uppnå det strategiska målet att encourage personal 
development... in order to be a learning organization?  

 
9. Vad regleras i era SLAs? (Kan vi få ta del av ett för att se hur det ser ut?) 

 
10. Hur används dessa SLAs? 

 
11. Hur ser relationen till de olika SBUs ut? Hur sköts kontakterna? Finns det 

någon ’SBU-ansvarig’ inom varje process? Dvs. inom AP, AR etc. Eller hur 
jobbar ni? (se även nästa fråga!) 

 
12. Hur ser strukturen ut för samarbete/kommunikation med SBUs? 
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13. Vad anser du om att Volvos SBUs är ’tvingade’ att använda det interna SSCt? 
 

14. Under vårt första möte framkom att VBS endast är en del av den större end-to-
end-processen och att ni därför jobbar för att kontrollera hela processen, 
påverkbarheten ska alltså utökas. Hur jobbar ni för att uppnå detta? Kan du 
precisera målet, dvs. vad vill ni konkret uppnå? 

 
15. VBS har som mål att skapa ett pan-European SSC. Hur ska man uppnå detta? 

Är Volvo-bolagens processer standardiserade, t ex försäljnings-, 
distributionsprocesser osv., så att övergången förväntas bli smidig? Eller 
kommer det att krävas organisations- och/eller processförändringar? 

 
16. Vilka andra utmaningar ser ni vid skapandet av ett europeiskt SSC? 

 
17. Vilken är den största framtida utmaningen för VBS som ett SSC?
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An example of a SSC balanced scorecard 
 

Financial Measures Partnership

Operations Innovation

• Employee satisfaction

• Employee turnover

• New patents

• Training

• Benchmarking

• Process performance

• Productivity

• Product quality

• Reliability

• Compliance with SLAs

• Customer satisfaction

• Customer service

• Market share

• Terms of repeat business

• Balance sheet

• Cost reports

Activity-based 
management*

Strategic cost management 

 
*Activity-based management refers to the entire set of actions that can be taken with activity-based cost 
information (Cooper and Kaplan, 1999). 
 
Figure 2: A SSC balanced scorecard example 
Source: Bergeron, 2003; Miller, 1999; Schulman et al., 2003. Own design. 
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A maturation model of the SSC 
 

Changing factor At birth At adolescence At maturity 
Billing Overhead Chargeback Fee for service 
Competition None Possible External market 
Culture Some governance Mixed governance Independent 
Customer base Internal Internal Internal and external 
Focus Cost savings Quality Profit 
Governance Combine with service Separate from service Separate from service 
HR challenge Downsizing Downsizing Employee satisfaction 
Management Corporate transplant Transitional CEO 
Pricing Dictated price Reasonable price Market price 
Revenue sink Corporation Mixed governance Business unit 
Risk of failure Low Moderate High 
Service Mandatory Optional Self-directed 
Source of internal 
policy 

Corporate  
 

Mixed governance 
 

Business unit 
 

Supplier status Exclusive Open Open 
 
Figure 3: The maturation model of the shared business unit 
Source: Bergeron, 2003:94 

To be noticed about the model 
The shared services model is distinguished by maturing at a slow rate. Hence, it may 
take years for a SSC to reach adolescence, and there it may either mature to a for-
profit entity or remain an adolescence forever. (Bergeron, 2003) 
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The organization in EFC 
 

Accounting
and

transactions

Information 
management

Decision
support

AP, AR, GL Tools Finance

Invoice payments
Expense reports
Vendor master file
AR cross off
Credit mgt support
Fixed Assets
Account control
Monthly journals
Closing process

System procedures
User training
Security
Network 
management
Data management
IS coordination
Process 
improvement
System controls
Quality

Closing process
Reporting –
ERP/IRP
Local mgt reports
Financial analysis
Taxes
Cash forecasting
Cash pooling
Commission 
structure

Administrative and A/P support
 

 

Figure 4: The EFC organization 
Source: SKF a 
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The process activities of EFC 
The finance processes performed in EFC are: 

 Customer invoice production, distribution and payment matching 
 Vendor invoice registration, payment initiation and matching 
 Employee expense claim registration, payment initiation and matching 
 Purchase order process of matching vendor invoices and purchase order 
 Fixed assets activities 
 General accounting and closing of the books 
 Monthly and yearly financial reporting (internal/external Group reporting)  
 Recording, distributing, monitoring and producing financial information for 
decision support 

 VAT and other external reporting (tax, statutory) 
 Performance measurement 
 Inter-company trade and settlement  
 Cash forecasting and cash pool (zero balanced) 

 
 
Source: SKF a 
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Service Level Agreements in EFC 
The SLAs by EFC are used to secure clarity in responsibilities and expected service 
agreements between EFC and its internal customers (SKF b). It is intended to 
establish the expectations by which to measure the successful delivery of services to 
the customers of EFC. The main elements of the SLA are a specification of the 
services to be delivered by EFC, the billing procedure, responsibility descriptions, and 
satisfaction assessments. 
 
 
Source: SKF c 
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 The measures of EFC 
The measures used are result focused and include: 

 When the information needed for the month closing is provided by the units; 
 When the draft financial report is sent out; 
 When the final report is loaded into the group reporting system; 
 Lead time for vendor invoice recording; 
 Lead time for handling customer payments; 
 Response time on questions related to customer payments; 
 Errors caused by the sales unit; and 
 Errors caused by the SSC. 

 
 
Source: SKF a 
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The internal charging process in EFC 
For one year at a time a business plan is created, including cost estimations for the 
entire EFC operation. Each sales unit is then informed of its costs for the upcoming 
year, a figure that will furthermore guide its individual cost plans. The units pay for 
EFC services at the closing of the books each month, however not according to the 
plan, but according to actual expenses.  
 
 
Source: Kjekshus, 2003; Verelst, 2003 
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IT tools used in EFC 
In 1995, SKF handled a lot of different currencies and at the time, one of the best 
performing systems for currency handling was Masterpiece from Computer 
Associates. Therefore, Masterpiece was chosen as the SKF IT tool and has remained 
the financial software standard of the Group. SKF did not buy the fully integrated 
system; the corporation chose only to take on the finance modules; accounts payable, 
accounts receivable, general ledger and fixed assets. Earlier, the finance system was 
incorporated in the sales- and order handling system (SCSS), which is the internal 
system that the sales units mainly work in, hence containing all basic information. 
There is now an interface between the SCSS and Masterpiece.  
 
In principle, Masterpiece is a common system, implying that the basic setup is never 
changed in the system as such. However, there are a lot of ‘feeder systems’, and as a 
consequence, when not possible to change or reprogram the basic system, an interface 
must be built. The interface is called SARA; SKF Accounting and Reporting 
Application, and its role is to validate and aggregate the information coming from 
different feeder systems, then passing it on to Masterpiece. The reporting facility of 
Masterpiece is regarded as being very complicated, cumbersome and inflexible, which 
is not suitable for today’s situation. As reporting frequently changes, the system used 
needs to be flexible in order to have the ability of adapting to changes. SKF has hence 
chosen to design that part of the system itself, and so has built up a fully automated, 
complete report generator in Excel.  
 
 
Source: Kjekshus, 2003; Verelst, 2003 
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The FSSC Sweden process activities 
The activities performed in FSSC Sweden: 

 Transaction handling: accounts payable, accounts receivable, general ledger 
and fixed assets 

 Group Ledgers; reconciliation and matching 
 Payment systems and transactions 
 Accounting and closing of the books 
 Inquiries  
 Standard reporting (Group/Sector) 
 Tax reporting and statistics  
 Audit (responsibility divided between FSSC Sweden and the operative units) 
and audit support 

 Representative for customers in user groups concerning business administration 
systems 

 Securing security levels for the systems 
 
 
Source: Peterson, 2003 
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The organization chart of FSSC Sweden 
 

Management

Ledgers Reporting and
Cash & bank

Group
ledgers

Accounts
payable

Accounts
receivable

General
Ledger Cash & bank

PROJECTS

Management

Ledgers Reporting and
Cash & bank

Group
ledgers

Accounts
payable

Accounts
receivable

General
Ledger Cash & bank

PROJECTS

 
 

Figure 5: The FSSC Sweden organization 
Source: Peterson, 2003 
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The Service Agreements in FSSC Sweden 
Albeit including a few levels of performance, the depiction of levels are regarded as 
too few in order to call the agreements Service Level Agreements, rather they are 
mentioned Service Agreements in FSSC Sweden. The SAs used consist of a main 
contract and a number of appendices. One appendix is a standard service description 
specifying the services to be carried out and the requirements on the customer in order 
for FSSC Sweden to be able to perform those services. Other appendices specify 
exceptions and supplements beyond standard for certain companies. Furthermore, the 
customer’s main contact and the contact persons per process are indicated, and there 
is also a denotation of the prices. 
 
 
Source: Peterson, 2003 
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The goals of FSSC Sweden for 2003 
Customer dimension 

 To establish the customer relations with Service Agreements, and to define the 
customer organization and the Customer Board. 

 To increase the number of customers and/or activity areas by at least three.  
 To implement a new pricing system for the budget of 2004. 

Team dimension 
 To establish FSSC Sweden as a team. 
 To make at least one external exchange of experiences. 

Quality dimension 
 To maintain a high level of quality of the daily and monthly services provided 
to the customers. 

 To secure “the level of segregation of duty”, controls and routines so that the 
audits will not show any “repeats” from 2002, and in addition no new “red 
flags”. 

 To reduce the lead time within accounts payable with at least 10 percent. (That 
is, from arrival registration to payment release.) 

 To create a follow up system, including a process for reporting to Brussels, and 
to ensure a continuous follow up of the goal-achievement of FSSC Sweden.   

Productivity dimension 
 To include Business Process Reengineering, BPR, as part of the daily work, 
and to secure:  

- The implementation of at least two BPRs within accounts payable/receivable in order 
to learn from each other, to eliminate non-value-adding activities and to commonly 
design more effective and efficient processes. Furthermore, a goal is to eliminate at 
least 50 percent of the identified non-value-adding activities, and to implement the 
projects, which have a savings potential of at least 30 percent.  

- The implementation of at least one BPR within reporting/general ledger in order to 
learn from each other, to eliminate non-value-adding activities, and to commonly 
design a new and more effective and efficient process, considering the fact that FSSC 
Sweden concurrently works with two systems.  Furthermore, a goal is to eliminate at 
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least 50 percent of the identified non-value-adding activities, and to implement the 
projects, which have a savings potential of at least 30 percent. 

 To implement the use of electronic workflow and archiving for at least three 
customers if the business case shows a positive. 

 To achieve an at least 10 percent productivity improvement within accounts 
payable as well as within general ledger. 

 
 
Source: Electrolux a 
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The internal invoicing process in 
 FSSC Sweden 

The FSSC Sweden customers pay on a monthly basis. The payment procedure so far 
has been rather simple in that FSSC Sweden has charged a fixed amount, based on the 
budget. However, as from 2004, only the first quarter payment will be debited 
according to budget, after which adjustments are to be made in accordance with the 
outcome of a variance analysis showing how transactions have differed from budget. 
This adjusted rate will then form basis for the next quarter’s charges. As FSSC 
Sweden aims at breaking even, an increased productivity in comparison to the budget 
will create scope for new investments, projects or an increase in the customer base in 
order to further increase revenues. This will be of benefit for the customers either as 
increased value-for-money or as a refund.  
 
 
Source: Peterson, 2003 
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IT tools used in FSSC Sweden 
FSSC Sweden is working with two different general ledgers and consequently with 
two different systems: Horisonten and JD Edwards. Moreover, accounts payable and 
accounts receivable are located within group internal systems, that is, systems that are 
developed by Electrolux. All Swedish companies use these systems, independently of 
what general ledger- and sales order process-systems they use. Furthermore, there is 
an EDI-matchbox, and in addition, there is a large amount of pre-systems for sales 
order processing, salary handling, traveling expenses and project accounting etc.   
 
The fact that the FSSC Sweden systems are not fully integrated is a problem 
hindering further efficiency gains. Difficulties today are for instance the performance 
of back-ups in accounting and reporting, and having the competence to handle two 
systems at the same time. An integrated system is planned to be implemented within 2 
to 3 years, but FSSC Sweden cannot drive the issue on its own; the investments 
required are of too important a size that several business units will have to be 
involved. It will however not be possible to integrate all systems, as some are too 
specialized for the business operations that their interfaces will have to be kept.  
 
 
Source: Petersson, 2003 
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The VBS process activities 
Accounts payable 
Processing, paper and EDI invoices 
Payment advice 
Administration of new EDI suppliers 
Match invoices against order/reported goods 
Negative balance 
Administration of workflow 

Additional services 
Statistics 
Follow up/tracking of non-authorized invoices 

Accounts receivable 
Posted payment of customer invoice 
Credit control 
Collection 
Direct debet/LCR 
Payment reminder 
Interest invoice 
Netting 
Monthly end report 
Sundry invoice/credit note 
Print of invoices/eBilling 

Additional services 
Customer unique 
Ad hoc reports 
Release of customer order 
Changes in master records 

Cash and bank 
Payments and administration of currency 
Bank account and reconciliation of cash pools 
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Monthly end report, including inventory specifications 
Liquidity forecast, long- and short-term 
Administration of loans and foreward contracts – after loans 
Administration of travel 

Additional services 
Customer-specific additional reports 
Special analysis 

Accounting and reporting 
Sales accounting 
Warranty accounting 
Payroll and pension 
General ledger 
Allocation and assessment 
Financial reporting 
Management accounting 
External accounting 
Foreign VAT 
Consolidation accounts 

Additional services 
Forecast and analysis 
Tax audit 
Adaption of financial policies and procedures  
 
 
Source: Volvo c 
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The organization chart of VBS 
 

President

Quality /  
Internal audit

Ex. Assistant

Market/Business 
Development

Process 
Development

Operations CFO, Business 
Control/IT

HR/Information

Financial 
Process 

Improvement

Accounts 
Receivable

Accounts 
Payable

Financial 
Reporting/ 

Fixed Assets

Cash & Bank

Processes

Parma*

Customer 
Support

 
*Parma = A customer- and supplier register, which is common for the Volvo Group (Volvo b).   
 
Figure 6: The VBS organization 
Source: Volvo b 
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The strategic direction of VBS 
 Ensure alignment with the GIB-FBC12 decision in June 1997 for all Volvo 
entities in Sweden. 

 Extend today’s geographical scope to encompass all Volvo entities in Europe 
(at this point excluding RVI, Renault Vehicules Industriel). 

 Promote shifts to electronic data transmission, lowering labor dependency per 
item processed. 

 Stepwise, on selective basis, utilize available low cost locations in the Volvo 
Group. 

 Develop the VBS customer offering by extending the content of the services. 
 Consolidate Volvo competencies to drive change and develop true added value. 
 Evaluate and invite a shared services provider to partnership or venture, to 
secure appropriate external complementary competence and capability. 

 Seek commercial opportunities by selectively inviting external customers. 
 Consider joint effort with VIT (Volvo Information Technology) to approach 
external markets. 

 
 
Source: Volvo b 
 

                                          
12 GIB-FBC decision = A decision made in 1997 where a number of boards were formed to study and make decisions 

with respect to matters of concern of the Volvo Group as a whole, this in order to exploit the benefits of synergies and 

accelerate the pace of the Group’s development and process of change. A result among others was that VBS was 

established, and furthermore, it was defined what was to constitute the SSC organization. 

(GIB = Group Issue Board, FBC = Finance and Business Control, Treasury Committee) 
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The measures of VBS 
The eight measures of the VBS Performance report:  

 Net profit or loss  
 Chargeability rate (a measure of time spent externally versus internally) 
 Percentage of EDI invoices compared to paper invoices 
 Percentage of Add on products compared to Standard products 
 Invoices per FTE  
 Cost due to bad quality 
 Employee satisfaction index 
 Customer satisfaction index 

 
 
Source: Volvo c 
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The VBS Big five areas for 2004 
The Big five areas for 2004 are: 

 Optimise processes – phase 2: 
- Reduce error handling (in and outside VBS) with 50 percent 

 
 Increase the use of new technology in end to end processes 

- Self-billing, 25 percent penetration in accounts payable 
 

 Incorporate VCE Sweden 
- Incorporate activities under VBS management 
- Reengineer activities according to VBS established processes 

 
 Establish European Shared service centre 

- Develop detailed design 
- Implement solution 

 
 Incorporate F&A for existing customers 

Reserves: 
 Cash2Grow 
 Establish Profit center 

 
 
Source: Volvo c 
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Service Level Agreements in VBS 
The primary purpose of the SLAs in VBS is to establish clear expectations by which 
to measure the successful delivery of service to VBS customers. The SLA so is used 
to establish performance specifications for the services provided to the customer by 
VBS. A main objective also is to define a framework for VBS to provide consistent, 
accurate and timely information at a low cost while delivering quality customer 
service. Included in the SLA are for instance an overview of the services provided, a 
statement of that the parties are jointly responsible and in line with this, a depiction of 
the responsibilities of VBS and the customers respectively, moreover, the 
communication structure in place, an explanation of the customer satisfaction 
assessment that is performed, and furthermore, an outlining of the standard reporting 
packages that are used. In appendices, customer unique projects are regulated, and in 
addition, price lists and budgeted transaction volumes are denoted. 
 
 
Source: Volvo d 
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The VBS types of products 
There are three main categories of products per process: Standard, Add on and Error 
handling, and they are all included in the SLA. VBS aims to have as many Standard 
products as possible as they cost the least to handle. The Add on products, on the 
other hand, are customer unique and hence demand non-standard behavior on behalf 
of VBS, which consequently equals a higher cost. These products therefore are priced 
at a surplus value for the customer. The third type of product, Error handling, is about 
costs that arise from quality shortages. These, together with the Add on products, are 
now targeted to be reduced.   
 
 
Source: Piippo, 2003 
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The internal invoicing process in VBS 
The price list is agreed upon in the beginning of the year and the customer is then 
invoiced four times a year for three months in advance, according to budget. Then at 
the end of each quarter adjustments are made for any deviations to plan and along 
with an adjustment invoice, an analysis of the deviations is sent, this in order to 
communicate these to the customers.  
 
 
Source: Piippo, 2003 
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 IT tool used in VBS 
As mentioned above, the creation of VBS as the shared services operation of the 
Volvo Group was part of a greater project, the Common Financial Projects (CFP). 
Playing a significant role in making this creation possible was the third CFP element, 
the implementation of the SAP R/3 system, which is the IT tool used by VBS and the 
rest of the Volvo Group. SAP is described as being an integrated, open, component-
based product architecture that encompasses SAP R/3 applications, which in turn 
cover among others accounting and controlling, production and materials 
management, and sales and distribution (Volvo a). The reason underlying the choice 
of SAP was that the system enabled the use of a common financial language and a 
simplified accounting model. Hence, the purpose of allowing the entire Volvo 
organization to use the same system could be fulfilled, resulting in that time 
consuming translations and reporting errors were avoided. Noted in the writing about 
the implementation of SAP is that a new system can indeed produce a higher potential 
for improvement, but: 
 

“A system per se does not provide improved business support. It is the information 
stored in the system, the people using the system and the way they work, that may 

result in improved business support.” 
Volvo a 

 
A similar conclusion is drawn in regard to the influence of a new system on efficiency. 
Only if the organization chooses to accept and adopt new routines and behavior it will 
be able to use the gained possibilities and so fully benefit from them (Volvo a). An 
aim for the future is to use a ‘Data warehouse’, which would enable eased and 
increased information flows in that the data is updated online. Practically, this would 
facilitate managers in the process of summarizing statistics of interest and in 
communicating business ratios to the entire organization. A last pointer in regard to 
the IT tool used by VBS is that in order for the organization to also be able to supply 
its services to the external market, it is a necessity that the business customers utilize 
the same system, that is, the SAP R/3. 
 
 
Source: Piippo, 2003; Volvo a 
 


