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1 Introduction

The trend of moving jobs from developed markets to lower cost markets can already be observed
for several decades, especially in the manufacturing industry. On the other hand, labor in the
service sector has been considered relatively secured. Professionals and specialists in various
service sectors believed that their education, experience and knowledge could prevent the
transfer of their jobs into the low-cost markets. This presumption has been proven to be false as
we can see many foreign service centers opened in the last decade.

Development of shared service centers (SSC) is permitted by rapid development of
communication technologies, which made the export of services simpler and cheaper. While there
are still some barriers with the export of the goods, the marginal costs of transferring services are
very low. The impact of this development on individual entrepreneurs in Czech Republic is
analyzed by Belas et al. (2015). Due to information technology, global market is accessible not
only to big multinationals, but also to local companies. This trend forced the global companies to
use resources from the offshore locations. The concept of shared service centers is not suitable
for every company. The role can play culture, social or other aspects, some companies are too
small to realize economies of scale or some might be already too efficient to realize more
savings. Before any decision is made, company should be fully aware of the associated cost
related to the usage of shared service centers. We do not only mean the direct cost (e.g. payment
to suppliers), but also additional related cost of this relationship. Those costs are often hidden.

In accounting, the establishment of SSC might be a step forward to complete replacement of
human bookkeepers by the robots, as predicted by Frey and Osborne (2017). The results of our
survey indicate that companies are aware, that certain activities in accounting cycle are suitable
candidates to automatized processing at SSC. The accounting services, especially the ones, that
are easy to codify and routine, are threatened by moving to SSC. Our survey indicates, that the
best candidate are the services connected to receivables management. Surprisingly, the activities
connected with fix assets companies recognize as suitable to transfer to SSC although this
activity is marked as complex.

This paper aims to assess the usage of the shared service centers by Czech companies within
various accounting areas. Emphasis is placed on assessment of which accounting services are
the most suitable for transfer to service centers. The introduction, which briefly define history,
positive and negative aspects of the use of shared service centers, is followed by literature
review. Literature review contains the definition of shared service centers and the overview of
economic theories that try to explain the expansion of shared service centers. This part is
completed by formulating research hypotheses. This part is followed by analysis of questionnaire
survey by using the appropriate statistical methods for evaluation. Research outcome and
discussion shows the results of the empirical survey. The most important findings are
summarized in conclusion.

2 Literature review

2.1 Definition of shared services

Shared services are operational approach of centralizing administrative and business processes
that were once carried out in separate divisions or locations (Oshri et al., 2011). When centers
are well managed, they contribute to the cost savings and in some cases, they might even
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generate revenues. Bergeron (2003) offers the alternative definition of the shared services. He
evaluates this concept as concentration of part of the services to a newly created semi-
autonomous entity, which should be able to compete in the market. The aim is to increase
efficiency, realize cost savings and create value while providing first class services to the internal
customers.

Similarly, Schulmann (1999) defines the shared service centers as a concentration of resources
in order to execute activities across the whole company (whole Group). Their aim is to provide top
quality services with the lowest possible cost for the huge number of internal partners and
eventually satisfy the external customers and increase the value of the whole company. Quinn
and Cooke (1999) see the concept of shared services as the method of sharing the resources
within the Group in contrary to provision the services in many multiple independent entities
(subsidiaries) of the Group.

2.2 Theoretical background of the concept

There are several theoretical concepts applicable to the model of shared service centers. Figure 1
contains the overview of applicable theories. The main concepts are economies of scale,
transaction cost analysis or agency theory. Additionally, there are also sociological and
managerial theories, which could be applicable. There is no single comprehensive theoretical
concept which would describe the complexity of the shared service model.

Figure 1 Summary of applicable theories
Economies of scale (Clark, 1907; Knigth, 1921)

« Profit-maximizing firm trying to optimize the inputs, outputs and their prices. Economies of scale exist
not only within the company but also outside the company. According to this theory, shared service
centre therefore can afford to buy more sophisticated accounting software, and still provide services at
a low cost level.

Transaction cost analysis (Coase, 1937)
*Using the market and its pricing mechanism is not free, but entails certain costs. The company will use

its own resources to activities for which the total cost (including transaction costs)is lower than the
acquisition of the activity on the external market.

Agency theory (Jensen and Meckling, 1976)

* This theory explains primarily the necessity of control of work performedby the shared service center.

Theory of resources (Penrose, 1959)

*According to this theory it is preferable the ownership of resources which mean the competitive
advantage. Shared service center should be used only for minimum amount of resources.

Sociologicaland managerial theories

*The theory of social networks (Granovetter, 1973) explains the influence of shared service centres from
the point of relations among employees.

»Social exchange theory (Gouldner, 1960) explains the relation between staff turnover (typical for shared
service center) and the quality of performed work.
Source Own processing based on applicable theories

Transaction cost analysis prefers the minimal cost (Williamson, 1975). Many research proves that
costs are the main drivers of decisions related to usage of shared service centers (Mann, 2003;
Yourdon, 2004). According to transaction cost analysis, structure of company is primarily
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determined by external factors. Kotabe et al. (1998) and Murray and Kotabe (1999) use modified
version of transaction cost analysis in their research. They focus on potential changes in
efficiency in relation to the various types of resourcing. Murray and Kotabe (1999) evaluate
internal sources placed in various locations. To transfer their approach to accounting services,
they compare traditional accounting department with placing a shared accounting service center
into the low-cost location. They concluded that transactional cost analysis is widely applicable to
the transfer of tangible goods, however less applicable to transfer of intangible goods. Due to the
fact that services have more in common with intangibles, applicability of transactional cost is
limited. Kotabe et al. (1998) compares various types of ownership and evaluates the options of
providing services internally (own shared service center) or externally (outsourcing).

On the other hand, theory of resources prefers internal resources. Company structures are based
on internal factors (on contrary to external factors in transactional cost analysis). Ownership of
resources is considered as important competitive advantage (Erramilli and Rao, 1993; Gatignon
and Anderson, 1988), therefore there is a strong preference to keep the ownership rather than the
services move to the foreign markets. According to Madhok (1997), theory of resources better
explains decisions related to outsourcing versus insourcing. This is in line with Ekeledo and
Sivakumar (2004) and their empirical research of US manufacturing companies entering foreign
markets.

Both above mentioned concepts are applicable. They are not contradicting, they are
complementary (Kogut and Zander, 1993; Madhok, 1997; Williamson, 1999). Empirical research
of Japanese automotive industry (Nagaoka, 2008) introduces a third concept to the options of
,buy or do it yourself“ approach. The third option is also called ,relational contracting“. This means
long term contract based on very good relationships. It is very close vendor-customer
relationship, mutually beneficial and running for a long time. This relationship is a key factor of
successful business process outsourcing, including outsourcing of accounting services.

3 Factors and hypothesis related to transferability of accounting services to SSC

Understanding of each sourcing model is equally important as understanding of which types of
accounting services are suitable for transfer to shared service center. Harritz (2018), Metters
(2008) and Mezihorak (2017) mention that companies typically transfer services, which are not
critical for the company and which do not represent any competitive advantage. The main reason
is that know-how related to transferred service is mostly lost.

Additional important factor in decision making process related to transfer of the service is a scale
of this service. In case the scale is too small, cost related to setting up a share center or looking
for a proper supplier and cost related to new established processes will not be paid off. On the
other hand, transfer of the service might mean additional levels of management and therefore
higher than expected cost.

Services, which are prone to constant changes of technology, are a good candidate for transfer.
The reason is that own department rarely has the capacity to cooperate with constantly changing
technologies. The only exception is situation, where these services are the critical source of the
business or alternatively are the key source of competitive advantage. Additionally, good
candidates for transfer are the services which show a big variability of resource need during the
cycle, e.g. activity which requires 50 employees one week and only 10 employees the following
week. The company need to recruit 50 employees however 40 of them have nothing to do during
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the second week. In this scenario, shared service centers might be able to use free resources for
a contra-cyclic client.

Metters (2008) additionally states that services which require constant communication between
provider and consumer of a service are not suitable for transfer. The main reasons are possible
cultural differences, various time zones and additional communication barriers which might
reduce the model efficiency.

Based on the research of Aron and Singh (2005), we can see that companies pay a huge
attention to the selection of place (location of shared service center), but they do not pay enough
attention to the selection of proper service suitable for transfer. Companies have difficulties in
selecting the key services for a company. This fact concludes also Owens (2013), who analyzed
the positive and negative aspects of usage of shared service centers in the Group of companies.
The recent research focuses on expenses (Ganti, 2016) and control of the shared service center
(Kastberg, 2014). The research in the area of shared services is not only focused on business
sector but also tries to find aspects, how to extend this topic to public sector (Raudla and
Tammel, 2015).

3.1 Support services

In order to properly distinguish between key and support services, the specifics of a particular
company need to be taken into account. However, there are several generic concepts which
could be used. One of them is Porter's value chain analysis (Porter, 1985), in which Porter sets
up input and output services including logistics, manufacturing, marketing and selling as key
services. On the other hand, he sets resource planning and securing, technology & development
and company infrastructure as supporting services. Alternative approach is offered by Vyskogil
and Strup (2003), which is perhaps more applicable to only service companies. They divide
services into direct and indirect. Direct services directly contribute to the company value creation.
Indirect services support proper provision of direct services.

Aron and Singh (2005) suggest that company could evaluate services in two dimensions: firstly,
their potential for value creation and secondly, their importance for value sustainability. Services,
which are important from the customer value point of view should not be transferred. Examples
could be cash-flow prediction or management of working capital. Similarly, Willcocks et al. (2011)
suggest separating services which are key to the company operations. This services should stay
,in house®.

3.2 Codification of services

In order to reduce operational risk related to usage of shared service centers it is important to
assess the service from the point of codify-ability. Codification is concentration of knowledge into
structures, which allows transferability of services (Boisot, 1986). Process of codification includes
usage of various models, codes, flow charts etc. (Ancori et al., 2000) and means translation of
activities or rules into procedures, specifications and documentations (Kogut and Zander, 1992;
Lam (1997). Possible level of codification depends on the type of knowledge to be transferred.
Implicit knowledge is gained via experience, it is often hidden and hardly codify-able. On the other
hand, explicit knowledge could be very well shared (Nelson and Winter, 1982).

Research in the area of information technology describes various tools used in business process
codification. Malone et al. (1999) state that description of activities via flow charts and diagrams
enabled evolution of so-called process grammar. This resulted in the fact that even some more
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complex services could be codified. Codification as a mean of transfer of knowledge resulted in a
change from classic ways of working into division of labor widely used in shared service centers
(Cohendet and Steinmueller, 2000; Malerba and Orsenigo, 2000).

Codification is relevant in both domestic and foreign markets. It enables globalization of local
knowledge and reduces the time needed for its transfer (Cohendet and Steinmuelller, 2000).
Process of codification via decomposition, analysis and synthesis of processes should lead to
more efficient provision of services. Codification is an enabler of entering a service contract since
it provides visualization and description of a service level which could be expected from a supplier
(Boisot, 1986; Cowan et al., 2000). Codified processes are more easily measurable. Based on the
above statements we conclude following hypothesis.

H1: It is more beneficial to transfer well codify-able services rather than less codify-able services
into shared service centers.

3.3 Complexity of services

There are various types of activities within the accounting services. They differ a lot in terms of
complexity. In case of the activity has sequence of steps, which are dependent, the activity is
complex. Among the factors or dependence might be timing, profitability of a company or
involvement of other employees. Complex services are very hard to standardize. On contrary to
routine services, which tend to repeat the same way very often, complex services are not that
repetitive and predictable.

Complex services are difficult to describe in detail in contracts. They are also harder to measure.
If complex services are transferred into shared service center, the associated operational risk is
higher. The alternative view divides services into transparent and non-transparent. Well
measurable and well codify-able transparent services are most suitable for transfer to shared
service center (Nelson and Winter, 1982). On the other hand, non-transparent services despite of
the well codify-ability, cannot be measured at the end (especially in terms of quality). They
represent mostly the average operational risk, which could be reduced e.g. by regular checking of
samples, but this approach might increase cost. Ideally in these cases the expectations of
cooperation should be clearly clarified, and proper system of penalties and rewards should be
established.

Due to their applicability at wide market routine and repetitive services allow economies of scale.
Williamson (1985) describes the dimensions of processes which determine who is able to provide
the service in the most efficient way. In case of the unclarity in the definition of service or
measurement it is probable, that this service would not be transferable to the shared service
center. On the other hand, simple and measurable services would be transferable to the shared
service center. Based on the above statements we concluded the following hypothesis:

H2: It is more beneficial to transfer routine services rather than complex services into shared
service centers

4 Methodology and data

Data related to testing above mentioned hypothesis are not publicly available. Due to this fact, the
on-line survey method was selected. The advantages of this method are:

e Full anonymity of respondents allows to answer honestly and openly;
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e In comparison to paper form of survey, respondents spend less time opening, filling and
sending it (overall 8-10 minutes at our case);

¢ In comparison to the sending the survey as an attachment to e-mail, on-line survey does
not consume an e-mail memory of the respondent.

4.1 Data collection

Research focuses on big and medium companies. Based on the theory and recent research the
big multinationals (Oshri et al., 2011) are the main users of shared service centers. Therefore, we
focused on Czech companies in which at least one for the following conditions is met:

¢ Number of employees higher than 1 000;
e Yearly revenue higher than 150 mil CZK;
e Total assets higher than 500 mil CZK.

These criteria fulfilled 361 Czech companies. We had used European database Amadeus. Due to
the fact, that this database does not provide contact details of companies, we had to look for
those details individually. We could not find contact details of 14 companies (4 %).

Most of the companies was contacted via e-mail. Some companies do not provide e-mail
addresses and prefer alternative ways of contacting them, e.g. on-line form. We respected this
and contacted them via their forms. We also tried to avoid selecting our emails as SPAM
therefore the maximum number of companies addressed in one e-mail (as blind copy) was 15. In
total, we had contacted 339 companies.

We had used software Survio for creation our on-line survey. Apart from standard survey
statistics, this software provides the information how many respondents click to the link however
did not fill it in. It was 133 respondents (39 %). Survey was filled by 63 respondents (19 %),
however complete usable number of filled surveys was 38 (11 %). This return rate is of course the
typical range (Lane, 2007). Table 1 shows the data collection process.

During the creation of our survey we tried to stick the rules related to on-line surveys (Dillman,
2011). There were 14 questions in our survey. Questions were consistent and build up in logical
order.

For clearer understanding, accounting processes had been divided into the following areas:
¢ Billing;
e Accounts payable;
e Fixed assets;
e General ledger (fin. accounting);
e Accounts receivable (incl. banking);
e Travel & other expenses;
¢ Internal reporting/controlling/MI (management information);
e External reporting (statutory, tax).
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Table 1 Data collection

Number Percent (%)

Number of companies based on criteria 361 100
Number of companies without contact details 14 4
Number of companies with contact details 347 96
E-mails sent 310 89
On-line form filled 37 11
E-mails undelivered — 1. round 17 5
E-mails undelivered — 2. round 8 3
E-mails delivered 302 97
Number of contacted companies 339 100
Remainder via e-mail 280 83
Remainder via phone 22 6
Number of companies entering survey without filling it 133 39
Number of filled surveys (incl. incomplete) 63 19
Number of usable filled surveys 38 11

Source Own processing

4.2 Methodology

Hypotheses were tested by using statistical methods. As appropriate statistical tools were chosen
the Odds ratio test (the OR) and the Fisher's exact test. The Odds ratio describes the
interdependence of two variables based on the following contingency table (Table 2).

Table 2 Pivot table for Odds ratio
Random variable X

Random variable Y

n = frequency of answers Total
Y=1 Y=2
X=1 N11 Ni2 N1+
X=2 N21 N22 N2+
Total N+ N+2 n

Source: Own processing
Risk ratio (RR) then represents the ratio of the probability of one possibility (event occurred) to
the second (event not occurred). Thus, for example, RR shows the probability of abandonment of
routine activity versus its disabandonment. For mathematical expression of odds ratio, we can
apply this equation (1).
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OR = BB _ Mai*Ma: (1)

RRy My *Ng;

where n = frequency of answers

The Odds ratio (or the risk of occurrence) for two different values of the two variables is
complementary in inverted value, e.g. OR of abandonment routine activities is direct reciprocal of
disabandonment of complex activities. For statistical verification, we determine null (HO) and
alternative hypothesis (H1). HO says that the ratio of one variable is the same for different values
of the second variables - the variables are independent. Then we can write (equation 2)

Ho: OR=1;Hi: OR>1 2)

For testing single-sided hypothesis of independence (when relatively small amount of
measurement) the Fisher's exact test, is used. The null hypothesis is, in the case of Fisher’s
exact test, the independence of the monitored variables. This means, if HO is valid, the observed
frequencies should correspond to the expected rates. Then we can calculate p* value for all
possible combinations in the contingency table while maintaining the marginal frequency
(equation 3). The test statistics or p-value of Fisher's exact test is the sum of p* probabilities lower
than or equal to the value p+ probability which belongs to the contingency table constructed from
measured values (equation 4). To reject hypothesis HO, we require the probability p below the
level of significance (a = 0,05).

s o oy *n)!* @y *np)! * (ny; * )l * (g *ny)!
P =P = ﬂ!*ﬂll!*ﬂu!*ﬂzl!*ﬂ::! (3)
where n = frequency of answers
p° = different probabilities while maintaining marginal frequencies
p* = probability belonging to measured values
p= Y @' <p) 4)
where p = the test statistics of Fisher's exact test
p° = different probabilities while maintaining marginal frequencies
p* = probability belonging to measured values

5 Results and discussion

5.1 The profile of respondents in relation to the size of the company

The survey contained several questions that pointed to get a basic picture of the analyzed
sample. As the most interesting there may be considered the profile of the respondents
(companies) in relation to the size of the company. The size has been investigated in relation to
the number of employees, annual sales and the total assets.

The number of employees could be assigned to one of six categories. Based on the selected
criteria it is not surprising that the largest share has of the companies with number of employees
more than 1 000 (24 %). Relatively high is also the category of 501 — 1 000 employees (18 %). A
very high proportion is also in the category of 101 — 250 employees (21 %). The detailed view
shows that the companies with high revenues are very often in this category (101 — 250
employees).
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Another important criterion for the selection of large companies is the amount of annual sales.
None of the respondents marked the value lower than 500 million CZK, and only one respondent
stated the range of 501 million CZK - 1 billion CZK. Most respondents operate with annual
revenues of 5 — 10 billion CZK.

Last informative question regarding to the size of the respondents is the value of total assets. The
most commonly reported value was 1 — 5 bilion CZK (26 %). Widely there are also the
companies with values up to 1 billion CzZK, 5 — 10 billion CZK and 10 — 50 billion CZK. The
companies with total assets of over billion CZK are represented only with a few companies. A
relatively large number of respondents did not respond to this question (21 %). Clearly are the
categories of the size of the companies listed in Table 3.

Table 3 The number of respondents by category

Number of NI

employees Annual revenue Nr. Total Assets Nr.
up to 50 1 up to 100 million CZK 0 up to 1 billion CZK 7
51 -100 1 101 — 500 million CzZK 0 1 -5 billion CzZK 10
101 - 250 8 501 million — 1 billion CZK 1 5 — 10 billion CzZK 5
251 - 500 5 1 — 5 billion CZK 12 10 - 50 billion CZK 5
501 — 1 000 7 5 — 10 billion CZK 14 50 — 100 billion CZK 1
over 1 000 9 over 10 billion CZK 9 over 100 billion CZK 2
unfilled 7 Unfilled 2 unfilled 8
Total 38 Total 38 Total 38

Source Own processing

5.2 Codification of services

Coadification of services can be characterized as the densification of knowledge and experience in
the structure of using different models and codes. The result of this process is transfer of activities
into the directives, instructions, specifications and documentation. Activities are usually shown in
flow-charts, transition and destination diagrams and models. This so-called procedural grammar
allows codification of some complex processes. Using of codification also allows the transmission
of knowledge and experience and is one of the pillars of the establishment of shared service
centers, where is an obvious transition from the classical organization of activities to the
structured division of labor. Well describable processes are therefore the ideal candidates to
move to SSC.

To assess codification of services, respondents mark each activity separately. The external
reporting is marked as the worst describable activity. Only 11 % of respondents believe that
external reporting is possible to be described. As less describable is also marked internal
reporting. On the contrary, receivables management is evaluated as the best to be described by
87 % of respondents. Also, management of commitment is designated as a well described.
Surprisingly, the imaginary third place is occupied by accounting of fixed assets, which
respondents identified as well describable in 63 % cases. As well-describable activities can be
highlighted also travel and other expenses (indicated by 55 % of respondents) and invoicing to
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the customers (61 % of respondents). Clearly the assessment of descriptiveness is shown in
Figure 2.

Figure 2 Well-describable activities

Invoicing to the costumers | 23

Managament of commitment | 29

Fixed assets | 24

Financial accounting (ledger) | 16

Receivables management | 33

Travel and other expenses | 21

Internal reporting/controlling | 9

External reporting 4

Source Own processing

Table 4 contains information about for how many respondents it is beneficial to move the activity
to shared service center in the context of whether the activity is marked as well describable or
not. From the table of frequencies odds ratio (OR) is calculated. Than the lower limit of the
confidence interval is given for odds ratio respecting the chosen significance level (a = 0,05). The
result is statistically more significant if the lower limit is further away from 1. The analysis shows
that the well describable activity is approximately nineteen times greater chance that these
activities are beneficial to abandonment than disabandonment in comparison to less describable
activities. The relationship between codification of service and its abandonment to SSC is
statistically significant. The analysis confirmed the hypothesis H1 that the companies consider
more useful to leave to the shared services center well-describable activities rather than bad
describable activities.

Table 4 Abandonment or disabandonment of well and harder describable activities —
Fisher exact test

Abandonment Disabandonment Total

Well describable activities 94 55 149
Harder describable activities 9 101 110
Total 103 156 259
Odds ratio Values
Confidence interval [10,15; )
Odds ratio 19,18
Fisher's exact test p=6,777*10%

Source Own processing
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5.3 Complexity of services

The complex activities are difficult to process to contracts in the necessary detail. So, it is very
difficult to control the quality of this activities. The complex activities are characterized by the fact
that the sequence of steps is not clearly arranged and depends on many various factors. These
factors are e.g. timing, present efficiency or the necessity of involving more employees. When the
activity is more complex, then it is more difficult to standardize the activity in any way. Contrary of
the complex activities there are routine activities.

In the questionnaire respondents evaluate, which activities they consider to be complex. External
reporting was marked as complex activity by 87 % of respondents. Similarly, 84 % of respondents
rate the internal reporting/controlling as complex activity. Furthermore, according to the results,
we can state that complex activities are financial accounting (71 %) and fixed assets (51 %). On
the other side, the survey shows that among routine activities we can place the receivables
management (only 5 % respondents marked it as complex activity), management of commitment
(16 %), eventually invoicing to the costumer (26 %) and travel and other expenses (29 %). The
results are shows in the Figure 3.

Figure 3 Complex activities

Invoicing to the costumers | 10

Managament of commitment 6

Fixed assets | 21

Financial accounting (ledger) | 27

Receivables management || 2

Travel and other expenses | 11
Internal reporting/controlling ] | 32
External reporting | | 33
0 5 1I0 1I5 2I0 2I5 3I0 3I5

Source Own processing

For testing of the hypothesis H2 it is necessary to know, how many respondents consider
beneficial the abandonment of the accounting activity to SSC in the context, if the accounting
activity was marked as complex or routine. From the table of frequencies, the Odds ratio is
calculated (Table 5). Than the lower limit of the confidence interval is given for Odds ratio
respecting the chosen significance level (a = 0,05). The result is statistically more significant if the
lower limit is further away from 1. According the results, it is approximately eleven times greater
chance that it is beneficial to abandonment routine activities in comparison with complex
activities. To verify this conclusion, the Fisher exact test was used, where we again specify the p-
value. The relationship between complexity of activity and its abandonment to SSC is statistically
significant. At the 5% significance level, we can confirm the hypothesis H2 that the companies
consider more useful to leave to the shared services center routine activities rather than complex
activities.
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Table 5 Abandonment or disabandonment of routine or complex activities - Fisher exact
test

Abandonment Disabandonment Total

Routine activity 83 44 127
Complex activity 20 120 140
Total 103 156 267
Odds ratio Values
Confidence interval [6,85; =)
Odds ratio 11,32
Fisher’s exact test p=2472*101®

Source Own processing

6 Conclusion

During the decision-making process whether to use shared service centers, companies need to
consider several aspects. Firstly, they need to assess their key motivation, why they would like to
move part of their services into a shared service center. In the most cases, the main motivation is
cost reduction however some companies are using shared service centers due to access to
qualified staff or to access new markets. If the company seeks for skilled and qualified staff, it
would not place its service center to a location where demand for a staff is already higher than its
supply. Therefore, situation of each company is different.

Additional aspect of the decision-making is to select what type of services are suitable for the
transfer to shared service centers. In general, accounting services, typically considered as
support type of services, are good candidates. However, it is very important to select the
appropriate activities and processes including their correct measurement and controls. Based on
the theoretical background and combination of various theories we could conclude that there are
several key factors to be considered. Based on the economies of scale the most suitable are
routine and repetitive activities. At the same time, based on the transaction cost analysis and
theory of resources, the most suitable are activities well codify-able and well definable in manuals
and procedures.

One of the most important characteristic of accounting services suitable for transposition to
shared service centers is their codification. Well codify-able activity enables reconfiguration and
unification of processes, which leads to improvement of the efficiency. Codification enables
globalization of local knowledge and reduces the time necessary for transmittal the process. The
analysis proves that companies transfer to the shared service centers rather the activities better
codify-able than less codify-able and we can confirm the hypothesis H1. Furthermore, the
analysis shows that the best codify-able activity is receivables management — 87 % of
respondents consider this activity as well codify-able.

Other attribute relating to the type of activities is their complexity. The analysis proves, that
routine activities are more preferable for transfer to shared service center rather than complex
activities. According to the analysis we can confirm the hypothesis H2. As complex activities were
mostly chosen external and internal reporting, financial accounting and the area of fixed assets.
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Generally considering above mentioned attributes of accounting activities (complexity and codify-
ability) in relation with expenses, quality and risks, companies consider receivables management
and management of commitment as the most beneficial for removal to the shared service center.
The analysis shows both activities convenient for their supplying by shared service centers in
comparison with own accounting department.

After the main conclusions, we would like to mention some limitations of performed analysis. At
the questionnaire survey, there exists the risk that respondents, who decide to answer the
questionnaire, will consider their situation at the analyzed area as more than standard and they
will want to present themselves in the good way and they will not be the representatives of
statistically neutral sample. This is in the literature known as “self-selection bias” (Ziliak and
McCloskey, 2008). We try partly to eliminate this risk by telephone contact with the respondents.
Other problematic part of the questionnaire survey is the fact that all chosen companies could not
decide about using of shared service center by themselves. Those companies that were obligated
to use the shared service center, can prone to the more negative opinion in comparison with
companies that make the decision by themselves. The survey is based on the companies that
use the shared service center behest the mother company. At the end, we would like to mention,
that this article represents only a part of the questionnaire survey. We suppose research in the
area of shared service centers in a more detail, e.g. from the view of external auditor. This should
help to submit the compacted view on the issue of shared service centers.
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