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Abstract

Purpose — Shared services are often viewed as a single type of business model but in reality, shared
services can be organized in different ways. The goal of this research is to understand the factors
influencing the shaping of shared services business models.

Design/methodology/approach — Inductive case oriented research is conducted by investigating
three different types of shared services arrangements using Al-Debei and Avison’s unified framework
for business models.

Findings — A total of 12 different factors were identified that influence the shape of shared services
business models including the path dependency, legal/regulatory driver, customer orientation, target
segment, strategic importance, ICT/business orientation, I'T governance structure, change strategy,
degree of outsourcing, integration potential, economic rationale and the business value.

Research limitations/implications — The level of customization and standardization can
influence the potential benefits that can be gained from bundling services and it is important to
understand the factors that influence this dimension.

Practical implications — The appropriate configuration of these factors can be helpful to design
shared services arrangements with a balanced degree of standardization and customization. The choices
regarding the configuration of these factors could result in a more or less effective functioning business
model and could influence the governance processes and mechanisms that need to be put in place.
Originality/value — There is no prior research that addresses the shared services business model
from a holistic perspective and this research provides a first conceptual model for shared services
business models.

Keywords Case study, e-Government, Business models, Shared services, Customization,
Standardization, Shared service centres

Paper type Research paper

1. Introduction

The business model (BM) concept is about shaping the relation between an
organizational strategy and operational processes and systems (Hedman and Kalling,
2003). E-government business models aim at using the internet to add value to their
constituents in areas ranging from service delivery to political involvement (Janssen
et al., 2008). In the (e-government) classification of business models, shared services are
viewed as one type of business model (Janssen ef al, 2008). Yet recent literature
suggests that in reality shared services might have different configurations (Niehaves
and Krause, 2010; Borman, 2010; Janssen and Joha, 2006). Furthermore, the type of
business model might change during the design and implementation phase (Ulbrich,
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2006). At least, there are intra- and inter-organizational shared service models (Janssen
and Joha, 2006) and networked and non-networked models (Niehaves and Krause,
2010). From this, we postulate that shared services could be viewed as an umbrella
term referring to a range of business models.

Shared services are a collaborative strategy in which a subset of existing business
functions are concentrated into a new, semi-autonomous business unit (Bergeron,
2003). A variety of business functions can be shared including IT (Lacity and Fox,
2008), human resources (Ulrich, 1995), financial services (Janssen and Joha, 2008) and
payroll, and accounting services (Bangemann, 2005) and procurement (Mclvor et al.,
2011). The degree of standardization or customization is an essential element in shared
services arrangements (Braun and Winter, 2005) and influences how cost-efficient and
effective services can be delivered (Morris et al., 2005, Lampel and Mintzberg, 1996),
often determining whether the introduction of shared services would be a viable option
in the first place. Moreover, Ulbrich and Borman (2012) suggest that unbalanced
process standardization could cause shared service centers to transition into less
effectively functioning modes. Not implementing a standardized approach will hinder
an organization from fully leveraging capabilities (Mclvor et al., 2011). There is no
research available about a holistic view of shared services business models and the
underlying factors influencing the degree of standardization/customization, and there
is a research gap as such. The goal of this research is to understand the factors
influencing the shaping of shared services business models in terms of its degree of
standardization/customization based on three case studies. The identification of such
factors can be a first step towards a more holistic understanding of shared services
business models, which might help decision-makers to design the shared services
business model in such a way that it would best fit their specific situation.

This paper is organized as follows. First, we briefly introduce the shared services
and business model concept by reviewing various business model taxonomies,
including Al-Debei and Avison’s (2010) unified framework for business models that is
used to analyze our case studies. In section three, we present our case-based research
methodology. The case studies are described in section four, while the factors shaping
shared services business models are identified in section five. In section six, we present
the cross-case study analysis and section seven contains a discussion of the findings.
Finally we draw conclusions and recommendations for further research.

2. Literature background

2.1 Shared services

Shared services or shared service centers (SSCs) can be viewed as a particular type of
sourcing arrangement, where resources and services are retained in-house. There are
many definitions of SSCs in the literature (for an overview see Singh and Craike, 2008;
Schulz and Brenner, 2010), but generally an SSC is viewed as an accountable
semi-autonomous unit within an (inter)organizational entity, used to bundle activities
and provide specific pre-defined services to the operational units within that
(inter)organizational entity, on the basis of agreed conditions (Bergeron, 2003). The
variety of different SSC definitions might be seen as an indicator that more
heterogeneity exists with regard to the types of business models underlying the SSC
concept. Variety can be attributed to factors like motives (Janssen and Joha, 2006),
strategic objectives (Hesketh, 2008), transformation approach (Lacity and Fox, 2008)
and past cooperation (Niehaves and Krause, 2010). Braun and Winter (2005) use the



concept of standardization and customization to distinguish between shared services
and customized solutions respectively. If services are adapted to suit the specific
requirements of customers, it involves an individual, customized solution. If services
are offered to multiple customers with no or a limited degree of customization, this is a
standard solution which Braun and Winter (2005) refer to as “shared services”. This is
a narrow view as standardized services might be designed in such a way that they can
be configured in several ways allowing for more customization. Hence, SSCs can
provide both customized services and standardized services.

2.2 Business models

Timmers (1998) was one of the first to address the concept of business models in his
seminal paper about business models for electronic markets. He defines a business
model as “an architecture for the product, service and information flows, including a
description of the various business actors and their roles, and a description of the
potential benefits for the various business actors and a description of the sources of
revenues” (Timmers, 1998, p 4). Afuah and Tucci (2000) define a business model as the
method by which a firm builds and uses its resources to offer better value to customers.
In the past, the focus has been on finding different BM taxonomies and although there
are a large number of BM taxonomies available in literature (Afuah and Tucci, 2000;
Timmers, 1998; Mahadevan, 2000; Rappa, 2002; Weill and Vitale, 2001; Bouwman and
Maclnnes, 2006), there is no generally accepted classification.

Recently, the emphasis has shifted from BM taxonomies to generic models (Hedman
and Kalling, 2003). Al-Debei and Avison (2010) have developed a unified conceptual
framework for business models based on a comprehensive review of the literature.
Their framework is based on 22 different BM definitions, which represent different
perspectives from which the BM has been perceived in the literature. As this
framework seems to be currently the most complete synthesis of the existing business
model literature taking into account a large number of elements, we have used this as a
starting point for our research. Al-Debei and Avison (2010) distinguish four primary
BM dimensions with their respective constituent elements that form an ontological
structure describing a business model. First, there is the value proposition, which is
about demonstrating the business logic of value creation through offering products
and services that satisfy the needs of their target segments. The second BM dimension
is the value architecture, an architectural blueprint for the organization that allows the
provisioning of products and services in addition to information flows. The third
dimension is the value network, in which an organization enables transactions through
coordination and collaboration among multiple organizations. And finally, the value
finance dimension refers to the way in which organizations manage issues related to
costing and pricing to optimize its revenue creation.

3. Research methodology

The research conducted in this paper focuses on drawing a relationship between the
type of shared services business models and its underlying factors. This research takes
the elements suggested by Al-Debei and Avison’s unified business model as a starting
point, extending and refining these for shared services using a inductive case study
approach for theory building as outlined by Eisenhardt (1989). The unified business
model acted as a point of reference for the frequent backtracking and recursion in the
research process. Based on the three case studies, we assessed which factors influenced
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the shared services business model in terms of its degree of customization, which is an
important BM characteristic to define shared services (Braun and Winter, 2005). Yin
(1989) differentiates between descriptive, exploratory and explanatory types of case
studies. A combination of exploratory and explanatory case study research is taken
due to the need to build a theory showing that certain factors influence the
configuration of shared services business models. This research is explorative in the
sense that new areas (factors) are identified using the case studies and it is explanatory
in the sense that the relationship between factors will be specified to explain the variety
in business models. Retrospective case research is useful in our situation, since we are
dealing with a broad and complex phenomenon, the existing body of knowledge is
insufficient to permit the posing of causal questions and shared services business
models cannot be studied outside the context in which they occur (Yin, 1989). This
research can be described as a qualitative case study analysis, as the learning
experience is investigated with reference to a specific event, the definition and
implementation of a business model for shared services, in a bounded context
(Creswell, 1994; Yin, 1989). In case studies construct validity, internal validity, external
validity, and reliability should be addressed (Yin, 1989). Multiple sources of evidence
as the way to ensure construct validity. Internal validity was achieved as during the
case studies analyses the unified business model framework was tested and modified.
External validity was achieved from theoretical relationships in the unified model and
to make generalizations from this. A case study protocol that was developed based on
the business model dimensions provided the reliability that is required. Dubé and Paré
(2003) emphasize that rigor is an essential element in research based case studies and
they consider a large number of attributes including the ones addressed by Yin (1989),
with special reference to data triangulation, the presentation of sufficient quotes in
order to allow external observers “to reach an independent judgement regarding the
merits of the analysis” (Dubé and Paré, p. 620) and the comparison of the findings with
the literature. In the cross-case study analysis, each of the identified factors influencing
the shared services business model in terms of its degree of customization have been
supported with quotes from the three case studies, while the discussion section
provides an overview of the factors that have been found in the literature.

Case study selection influences the limits of generalization of the research findings
(Eisenhardt, 1989). Based on theoretical sampling, we investigated three different case
studies, which was thought to be sufficient at the beginning of this research to deal
with a variety of different business models in-depth. The three cases were selected to
represent a mix of centralized, federated and decentralized governance, as these are
often viewed as an important factor influencing the organization (Peterson, 2004; Weill
and Ross, 2005). Governance provides direction about the division of decision-making
power and control of the SSC, the structure of the SSC within a company, the
relationships with customers and whether the control and management is centralized,
decentralized or federated (Earl et al, 1996; Hodgkinson, 1996; Sambamurthy and
Zmud, 1999; Janssen and Joha, 2007). Moreover, all case studies were driven by
different combinations of motives, in this way representing a variety of starting points.
Although the case studies are different, there are significant similarities among them
as they are all at the Dutch governmental level and have similarities regarding the
maturity level of the SSC and the services that are provided by the SSC, even though
the kind of services provided and the types of information systems did vary.

The SSC decision making process in these Dutch studies can be characterized by a
participative approach, in which coalitions of usually two or three political parties were



in charge at each governmental level. in situations in which coalitions of different Services
political parties are in control, only decisions can be made that are based on consensus business
and this decision strategy is found in the very nature of the Dutch political and cultural

landscape. As such, many factors are taken into account for governmental decision models
processes, as was the case in these three case studies, and a balance will have to be found

between all of these factors, providing a rich basis for the identification of relevant

business model factors. The case study investigation followed a triangulated research 51
strategy (Yin, 1989). The cases were investigated reading reports and documents and
complemented with interviews. The centralized case study was investigated by
interviewing the SSC director, an account manager, two ICT staff members and two SSC
customers. Furthermore, one workshop was attended to better understand the shared
services model. In the federated case study one SSC customer and one SSC staff member
were interviewed, whereas one SSC customer and one manager were interviewed in the
decentralized case study. The documentation included internal documents such as
internal memos, e-mails, reports and presentations, but also publicly available
documents such as press releases and magazine articles from ICT related magazines
such as Automatiseringsgids and Computable. Interviews and documents were analysed
using the business models framework with functions as our normative framework.
Possible factors affecting were identified.

4. Case studies
In this section the three case studies will be described and Table I provides an
overview of the main characteristics of the case studies.

4.1 Case study 1: centralized shared services

Most Dutch public agencies used to be able to design their own information systems
and to choose appropriate software vendors. Developing, buying and sourcing was
highly decentralized and, as result, huge duplication efforts occurred, creating a
heterogeneous IT system landscape providing similar functionality. The awareness of
this fragmentation and the need to bundle the efforts, made the Ministry of Interior in

Case 1: centralized shared Case 2: federated shared Case 3: decentralized
services services shared services

Maturity level Mature: initiated in 2001 ~ Mature: initiated in 2001  Mature: initiated in 2004

IT governance Centralized entity takes  Federated; parts remain  Decentralized: each
structure all decisions autonomous and are organization has a
federated in a demand/supply
coordinating entity relationship with the SSC
Driver(s) Cost reduction, efficiency Skills, continuity, quality, Legislation, skills,
efficiency quality, continuity,
efficiency, synergy
Services delivered IT services, including IT services, including IT services, including
by the SSC e-form generation, infrastructure and help desk, application Table 1.
authorization and registry technical desktop development, Main characteristics of
services services, system and maintenance and control,  the three shared services

application management and IT procurement case studies
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cooperation with the Dutch Municipality Association decide to create a central
knowledge-sharing and IT-development organization aimed at supporting local
organizations in developing and implementing IT. Several types of shared services are
provided, including identification/authentication modules, form generators and a
service bus. The idea is that local agencies are the problem owners, but the problem is
solved at the central level. This should result in economies of scale and solve the scarce
capacity of IT experts. As the services are provided to many agencies, and in order to
minimize the governance efforts, a “take it or leave it” approach was adopted and no
customized services were offered. The value proposition is to offer standardized
services by a newly created SSC, initiated by the central government, for a large
audience, which can be integrated in the business processes of customers. During a
workshop with involved stakeholders it was mentioned that “there is a fair balance
between the cost that will be shared and the quality of the shared services that will be
received. Software vendors can be managed better, there are less licence costs and more
functionality is offered”. The value architecture is to offer technically oriented,
non-core services hosted in a secure cloud in which the SSC ensures that these services
are frequently updated to match the state of the art in technology and changing
customer needs. The value network is centrally managed and governed towards the
SSC customers and also the software providers, as the development and maintenance
of the software has been outsourced. Given that the SSC provides similar services for
all public agencies, it can be regarded as an intra-organizational arrangement. The
finance value originates from a strong cost savings focus and leveraged economies of
scope by specializing on delivering a limited number of transactional services.

4.2 Case study 2: federated shared services

The internal IT department of a municipality has become an IT-service provider,
delivering technical infrastructure and desktop services, application, system and
database management services to other municipalities. The geographical reach of this
shared service provider is limited to neighboring public organizations. The
municipality started to provide only some ICT services to a neighboring
municipality, but is now providing services to more municipalities and although
there were also some efficiency reasons, the main objectives to initiate the SSC were
non-cost focussed. A staff member of the SSC said “the municipality wanted to retain
control over their own ICT department and didn’t want to get into discussion with
external IT providers about its core services”, which is the reason why they decided to
become an IT provider themselves. The services provided are partially customized for
each municipality as they require different kinds of services with different service
levels, though the same ICT platforms and application systems are used for all. The
value proposition is to offer both standardized and customized services by an existing
IT department of the largest municipality to a limited amount of smaller neighboring
municipalities with different requirements. The value architecture is to provide both
technically and business oriented services, such as non-core IT infrastructural services
including network and desktop support and core services such as application
management with regard to and the execution of citizens’ work, income and care
support respectively. The value network is federally managed, with business decisions
being taken by customer boards of the other municipalities. The ICT department
provides services to both its own municipality and to other municipalities that want to
make use of a selection of similar services, while standardized network services have
been outsourced to a third party. The change strategy was incremental, with only one



municipality being added each time to a portfolio until a good and reliable service
delivery was realized. The finance value was justified by the fact that the smaller
municipalities could benefit from economies of scale for certain transactional services
and for non-transactional services the vulnerability could be reduced by having a
larger pool of expertise available, while efforts necessary for the transition to a new
information system could be minimized.

4.3 Case study 3: decentralized shared services

Six municipalities acted autonomously in the past and developed, controlled and
maintained their own IT services. The capacity and resources of each single municipality
were too limited for developing new types of services and the departments were often not
able to gain access to the expertise needed and to consolidate experiences. Moreover, the
capacity and resources needed to be downsized because of the reduction of budgets. As a
result, the six small- and medium-sized municipalities recognized the need to share
services and started collaborating in a network of public agencies with respect for their
own identity. IT activities, employees and other resources were unbundled from each of
the six municipalities and concentrated into a shared service center. The SSC employees
also spent time at the other municipalities to learn from each other and to ensure they
were able to quickly respond to local needs. The SSC was founded as a legal entity
having its own responsibilities and accountable to the board of directors. The board
members are representatives from the participating municipalities which represent the
supply side, whereas the SSC has its own director. By creating a SSC, the municipalities
gained access to more skills and expertise and were able to develop new systems and
services. Prior to the introduction of the SSC, the maintenance and control efforts
consumed almost all IT resources. The value proposition is to offer mainly customized
IT services by a newly created SSC for six municipalities with different requirements.
The value architecture is to provide business-oriented IT services, but also central IT
procurement. The SSC manager told that “for IT suppliers we have become a more
serious partner because of our collaboration network, resulting in more economies of
scale”, for example with the procurement of mobile phones for all municipalities. The
value network is managed from a decentralized level as each of the municipalities
mnitially had quite different service requirements, though there were efforts to
standardize systems as a future vision. This would be done in an incremental way by
phasing out legacy applications first. The finance value was justified by the fact that the
smaller municipalities could benefit from certain economies of scope by combining IT
procurement, and for non-transactional services the vulnerability and risks could be
reduced by having more resources and expertise available.

5. Factors shaping shared services business models

The three case studies were analyzed in detail using the unified business model
framework by Al-Debei and Avison (2010), as this framework currently seems to be the
most complete synthesis of the existing business model literature. The constituent
elements of the four BM dimensions, as defined by Al-Debei and Avison’s framework,
are listed in the second column of Figure 1 and were used as a starting point. In order to
identify the factors influencing the customization dimension a directed content
analysis was conducted (Hsieh and Shannon, 2005). All case study documentation and
interview transcripts were analyzed by highlighting any potential factors related to
these constituent elements that influenced the customization/standardization
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Figure 1.

Factors influencing the
degree of customization of
the shared services
business model in the
three case studies

Four BM Constituent Elements | Identified Factors Influencing the Degree of Customization of
Dimensions of the Four BM the Shared Services Business Model in the Three Case Studies
(Al-Debei & Dimensions (Al-Debei
Avison, 2010) | & Avison, 2010) Case 1 Case 2 Case3
1) Path dependency
X in terms of o

Product service whether it involves | New Existing Both
existing services services services
and/or the creation

Value of new services?
- Intended value element 2) Legal and/or' Yes Partly Partly
proposition regulatory driver?

3) External and/or
internal customer Internal Both Both

Target segment orientation?

4) Generic and/or . . .
specific target Generic Specific Specific
segment?

Core resource 5) Core and/or non- Non-core Both Both
core services?

Value o
Core competency 6) ICT and/or
architecture bl{snnes$ IcT Both Both
orientation?

Value configuration

Governance 7) 1T governance Centra- Federated Decentra-
structure? lized lized

Role

Relationshi

clationsiup 8) Change and
relationship Big bang IHCfe'l Incre-l

Actor management mental menta

strategy?
Value network .

Flow communication 9) In—hou§e Both Both Both
operations and/or ot ot ot
outsourcing?

Channel 10) Integration . .
potential in terms Partially Partially
of whether it Similar similar similar
involves similar organiza- organiza- organi-
and/or different tions, tions, zations,

Network mode organizations with | similar mainly mainly
similar and/or processes similar different
different processes | processes
processes?

Total cost of 11) Economic

ownership rationale in terms | Cost focus | Both Both

Value of a cost and/or
non-cost focus?
Finance Pricing method 12) ?usinesfs value in
€rms o Mainly
transactional {rans- Both Both

Revenue structure and/or non- actional
transactional
services?




dimension. The factors were then compared and mapped with each of the constituent
elements of Al-Debei and Avison’s framework, resulting in a list of factors that
influenced the shared services business model and were associated with one or more of
the constituent elements. These factors have been listed in the third column of Figure 1.
In accordance with the cross-case study recommendations from Eisenhardt (1989), we
then listed the similarities and differences between the three case studies on each of
these factors. The way these factors have been configured in the three case studies is
shown in the last three columns on the right of Figure 1.

Comparing and mapping the factors affecting the customization dimension made it
apparent that there is overlap between the four BM dimensions and that some
constituent elements can considered to be redundant in a shared services business model
context. Comparing the data from the case studies with the BM model in an iterative
process (Eisenhardt, 1989), we identified the constituent elements that seemed to have
similarities in common. The value network dimension mentions “governance” as a
constituent element, but governance applies to the way network partners operate with
each other and not necessarily to the governance of the internal organization, which is
mainly addressed in the value architecture dimension. In four instances, different BM
components as defined by the unified model were combined into one associated factor, as
a result of the overlap and the similarities between these respective BM components.
This was done for the I'T governance structure, the change and relationship management
strategy, the integration potential and the business value. Important attributes of IT
governance are the roles and responsibilities of the people involved (Weill and Ross,
2005). The change and relationship strategy depends on the actors involved and the way
the relationship with the actors is addressed, respectively. The integration potential
depends on the number of organizations that the services can, or are allowed to be shared
with, referring to whether it’'s an open or closed network (Pisano and Verganti, 2008).
Integration also depends on the number of processes that can be shared, which refers to
the services exchanged via a channel. Both the revenue structure and the pricing method
of the shared services business model were found to be dependent on each other and on
whether the shared services are transactional or non-transactional.

In one instance, two factors were found to be relevant for only one constituent
element. This was the case for the customer orientation (external and/or internal) and
the target segment (specific and/or generic) that were both associated with the target
segment. All of these factors were relevant to the three case studies, though there were
differences in the way these choices were filled in.

Important factors of the value proposition influencing the customization dimension
are whether the services provided are new or already existing resulting in potential
path dependencies, and whether there is a legal and/or regulatory driver for initiating
the SSC, an important value element for public sector organizations. Also important is
whether the services are oriented towards internal customers (employees) or internal
customers (such as citizens and businesses) and whether there are generic or specific
target segments. Relevant factors associated with the value architecture are the core
and non-core distinction, the ICT or business focus of the services, and also the IT
governance structure. Important factors for the value network are the change and
relationship management strategy, the degree of outsourcing, and whether it involves
similar or different organizations with similar or different processes in scope. The
value finance emphasizes the difference between cost and non-cost drivers, and the
nature of the services in terms of whether they are transactional and scale-based or
non-transactional and knowledge-based influencing the cost model.
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6. Cross case-study analysis

Based on the three case studies, it was identified which factors influence the degree of
customization and in what way. At the low end of this dimension, the configuration of
these factors allow the shared services to be more standardized and generic without the
need or possibility to deviate from the standard service delivery, while at the high end,
the factor configuration requires the services to be more customized to the customer.
The way the 12 identified factors influence the customization dimension in the three
case studies will be described in more detail below.

@

Path dependency. The creation of new services in the centralized case study
demanded less customization of the shared services, as these did not have to take
into account any compatibility with historical data, processes and interfaces,
while the application services provided in the federated and decentralized case
studies were restricted by their path dependencies and required customization. In
the decentralized case study, each municipality had their own way of working
and in the federated case certain IT activities were not provided by the SSC and
were retained by the municipalities because of the fact that the SSC could not
deliver these according to the municipalities’ specific requirements. One of the
interviewees in the centralized case study stated however that “the trend towards
open standards, open data and open source will make this increasingly less of an
issue” and “old legacy systems will gradually be phased out”, suggesting that
this factor might become less important over time.

Legal/regulatory driver. In the centralized case study, one of the rationales
behind the SSC was the regulatory requirement to use the same standards
across the public sector, resulting in more standardization and homogeneity,
while in the federated and decentralized case studies some of the services had to
take into account specific legal/regulatory requirements that were limiting the
degree of standardization. Interviewees indicated that additional legal and
regulatory requirements have generally resulted in more customization as soon
as new or additional legal and/or regulatory requirements became known.
However, one interviewee remarked that “consistency of the regulatory
requirements can over time in some way also result in more standardization as
it forces governmental organizations to have a similar way of working”.

Customer orientation. The federated and decentralized cases showed that
customized services are more likely required for external customers (e.g. citizens
and businesses) as opposed to internal employees because of the large variety of
citizens and businesses and the continuously changing external environment
that requires more regular changes in the service delivery. The SSC manager in
the decentralized case indicated that “citizens are using Internet more and more
for municipality services, e.g. informing about changing their home of
residence, but there are increasingly more online services. This trend will
continue and requires a flexible platform that can be adjusted to our needs and
requirements, taking into account new government policy”.

Target segment. This involves whether the customers of the SSC are a generic
or a specific target group. The more specific target groups there are, the more
customization is required, as was the case with the decentralized case study
where different municipalities had different requirements for their specific
customer base. In the centralized case study, all customers were considered to
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be a generic, similar group and there is a “take it or leave it” approach where
there is no room for customized services. Still, there is a trend towards
“customized standardization”, as an SSC manager of the decentralized case
study indicated and a comparison with cars was made: “if you have an Audi or
a Volkswagen, they both have the same base” and “because of increased
technology, municipalities start to look increasingly more similar in their
coachwork”. Over the years, the municipalities in the decentralized case have
tried to standardize their processes and way of working in a gradual way
without losing their identity or autonomy and as such a trend towards a more
federated operating model was visible. The SSC manager also stated: “The
autonomy of a municipality is not expressed in terms of Macs or PCs”.

Strategic importance. In all case studies, the non-core I'T activities were generally
as standardized as possible to create maximum efficiency benefits, while the core
application services provided in the federated and decentralized cases had to be
customizable. One of the SSC customers said: “Changes in law and governmental
strategy will result in new responsibilities for municipalities and flexibility of the
system is important.” In both the federated and decentralized case study, a certain
amount of the non-core IT commodities have been outsourced to a commercial
external provider, e.g. the network and telecommunication services.

ICT/business orientation. The services can be ICT-oriented or business-oriented.
With modern information and communication technology, information can be
transferred and received very quickly and from every single place and most
processes can be standardized, as they require limited business specific
knowledge. This was the case in the centralized SSC case study, while the
application services provided in the federated and decentralized cases required
business knowledge and onshore support. An SSC staff member in the
centralized case study mentioned that “the advent of cloud computing could be
changing the traditional distinction between the IT and business domain, and
also between centralized and decentralized operations”.

IT governance structure. Centralized SSC operations produce substantial
economies of scale, because the services are standardized, as is the first case
study, where the main concern of the board is to acquire as many customers as
possible to gain economies of scale. In the decentralized case study there was
more flexibility in terms of customized services that can be delivered, as the
municipalities have choice over the allocation of IT resources in the SSC to
support business priorities with line managers, influencing to a large extent the
need for the IT and services that the SSC develops and operates. The federated
case study tries to find a balance between these structures, combining
economies of scale and standardization on the one hand, and relative flexibility
of the SSC with the needs of the business on the other hand. The SSC customer
in the decentralized case study elaborated: “The SSC delivers the services that
we have agreed on and, within the budgetary bandwidths that were set, they
can take decisions to invest in processes, competencies and information systems
without approval from us. This is beneficial for the decisiveness and
effectiveness of the process. However, in case we want things differently, we get
immediate priority as soon as we communicate this to them.”
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Change strategy. Two opposing change strategies to implement SSCs are present
in the literature, the big bang strategy and the incremental strategy (Wagenaar
et al., 2006). In both the federated and decentralized cases, an incremental change
strategy approach was used, given that the municipalities all had individual
decision power and customized services that would take years to standardize.
The SSC manager in the decentralized case study remarked: “When there are
differences in speed, scale and ambition level a flexible way of cooperation is
required allowing each municipality to take the time they need to adjust to the
new mode of operation” In the centralized case study, a big bang strategy was
used and from the beginning, only standard IT services were offered.

Degree of outsourcing. It was found to be relevant whether all services delivered
by the SSC are by internal resources or whether certain parts have been
outsourced to a third party, which is the case in all case studies. The service
providers involved used standard service offerings and therefore there is less
room for customization for those services that are outsourced. The SSC
customer in the federated case study mentioned that “as a small municipality
you don’t have any power against a big commercial service provider.”

Integration potential. SSCs can be used to share services between departments
within one or more organizations. In the latter case, more scale benefits can be
realized when the organizations and processes are similar, but if there are quite
some differences, as was the case in especially the decentralized case study, it
requires more customization to take into account the different requirements and
interfaces between organizations. The SSC manager of the decentralized case
study remarked that “the fact that there was no integrated administrative
system between the municipalities was a significant initial hurdle and it took
time to set this up and to determine the exact point where we would uncouple
the services from each of the municipalities. That's why it’s so important to be
patient during the first one to two years setting up an SSC between multiple
parties. After the optimization and integration of servers and desktops, the good
thing was that there became more capacity available for projects allowing us to
increase the quality of the services and of our cooperation.”

Economic rationale. This relates to the question whether there is a cost focus or
whether the SSC is to a large extent initiated to improve skills (Treacy and
Wiersema, 1993). Only when services are relatively standardized, they can be
delivered in an efficient way as was the case in the first case study. In the
federated and decentralized case study, non-cost drivers also played an
important role. The employee of the SSC in the federated case study emphasized
that it is not about making more profit: “The advantage for us is that we can
improve the quality of our IT organization by increasing the number of
specialists, both in terms of quantity and quality. Moreover, we can make our
systems more productive by making them available to other municipalities”.
Both SSC customers in the federated and decentralized case study mentioned
that getting the lowest price was not a dominant criterion.

Business value. Transactional services are high-volume tasks that are highly
sensitive to scale, such as the services provided in the first case study. The
objective is to achieve the lowest cost while maintaining high-quality standards.
Non-transactional services such as application management in the federated



case study, require considerable contact with internal programs for specific
business knowledge and these services therefore required a combination of
broad expertise and customization. One of the interviewees in the centralized
case study said: “Things that were non-transactional in the past, have now
become automated and can be considered commodities, so this dimension is
changing with the advance of information and communication technology. Still,
certain activities you should not want to automate.”

Figure 2 provides a summary of how the 12 factors influence the degree of
customization in the three case studies.

7. Discussion

Shared services arrangements are diverse and differ on many aspects. Based on
Al-Debei and Avison’s (2010) unified business model framework and three case
studies, 12 factors were identified that influence the customization dimension of shared
services business models in these case studies. Many factors can be found in the
literature including the path dependency and IT heritage (Earl ef al, 1996), the
centralized/decentralized nature of governance (Earl et al, 1996; Sambamurthy and
Zmud, 1999; Grant et al., 2007; Janssen and Joha, 2007), outsourcing and collaboration
(Quinn and Hilmer, 1994; Joha and Janssen, 2010), strategic intents (Janssen and Joha,
2006; Joha and Janssen, 2009), the change strategy (Wagenaar ef al, 2006), the

IFactor Degree of Customization

Lower Higher
1. Path dependency Creating new services Redesigning existing services
2. Legal/regulatory driver No legal/regulatory requirements Legal/regulatory requirements
3. Customer orientation Employees (internal) Citizens/businesses (external)
4. Target segment Generic target group Specific target group
5. Strategic importance Non-core Core
6. ICT/business orientation ICT-oriented/remote Business-oriented/localized
7. IT governance structure Centralized Federated Decentralized
8. Change strategy Big bang Incremental
9. Degree of outsourcing Partly outsourced Fully insourced
10. Integration potential Similar organization(s)/process(es) Different organizations/processes
11. Economic rationale Cost focus Non-cost focus
12. Business value Transactional/scale-based Non-transactional/knowledge-based
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integration potential (Joha and Janssen, 2008), standardization (Mclvor et al., 2011), the
strategic importance of services and the business value (Quinn and Hilmer, 1994) and
the specificity, criticality, unspecifiability, uncertainty and complexity of the services
(de Looff, 1997). However, none of this literature was focussed on identifying these
factors in a holistic way and in a shared services business model context, showing how
they affect the standardization/customization dimension.

Comparing and mapping these factors affecting the customization dimension made
it apparent that there is overlap between the four BM dimensions as proposed by
Al-Debei and Avison. The “intended value element” in the value proposition can be
regarded as a financial value element that can also be addressed in the finance value
dimension, while the value network dimension mentions “governance” as a constituent
element, but depending on its definition, governance could have equally been
addressed in the value architecture dimension.

This research did not take into account which factor(s) are more influential than
others, though the literature suggests that the (IT) governance structure is a dominant
factor (Earl et al., 1996; Sambamurthy and Zmud, 1999; Peterson, 2004; Weill and Ross,
2005). Understanding the relative importance of factors can help to identify the most
dominant factors that should be addressed first when designing new business models
and this could be an important area for further research.

Ulbrich and Borman (2012) address the issue of unbalanced process standardization
in SSC development. A lack of or too much standardization can cause a shared service
to transition into less effective functioning service delivery modes and Ulbrich and
Borman (2012) identified four distinct development trajectories. Our research did not
specifically focus on the evolution of the SSCs over time, but in the decentralized case
study a trend towards a more federated model has been visible. This was not a
conscious decision, but almost a natural evolution: the municipalities realised that they
could integrate certain IT systems without giving up their identity or autonomy, which
would result in more efficient and effective operations, more resources available to
improve the quality of the service delivery and more opportunities to share services
even beyond IT processes. Further research on the evolution of shared services and the
factors associated with that evolution is required.

There are (inter)dependencies between these factors and the choice regarding the
configuration of one factor could make the choice regarding the configuration of
another factor more or less likely. For example, the economic rationale and the IT
governance structure were found to be correlated. If there is a strong cost focus, it is
more likely that a centralized IT governance structure is used, as this governance style
is able to standardize processes. This dependency is confirmed in the literature
(Hodgkinson, 1996; Sambamurthy and Zmud, 1999). Future research could focus on
identifying which combinations of factors are conflicting with each other in such a way
that it will result in a less effective service delivery mode.

Interviewees indicated that the advance of cloud computing could have an impact
on the traditional distinction between IT and business services and between
centralized and decentralized operations. The relative importance of certain factors can
however change over time, and path dependency was given as an example as the usage
of open standards, open data and open source will make it increasingly easy to
integrate IT infrastructures and services with each other. Future research could focus
on identifying which factors vary in importance over time and how this affects the
configuration of SSCs.



This paper expands the body of knowledge of shared services by identifying the
factors underlying its business model in three case studies and the way these factors
influence the customization dimension which has been an important feature of SSCs.
As such, it provides a first attempt to come to a conceptual shared services business
model framework and practitioners can take this model and its factors into account
when designing and developing SSC business models. Furthermore they should be
aware that choices regarding the configuration of these factors can be conflicting,
potentially making less or more standardization possible and in that way affecting the
efficiency and effectiveness of the SSC operations. This again, will have an impact on
the governance processes and mechanisms of the SSC that need to be put in place, as
interviewees have indicated.

Given that Al-Debei and Avison’s (2010) unified business model framework is
relatively recent, there are hardly any critical responses to their framework as per yet.
The framework is based on an aggregation of existing work in the field of business
models and is as such very comprehensive. The standardization and customization
characteristic is not explicitly mentioned in Al-Debei and Avison’s (2010) framework,
but for shared services this dimensions seem to pervade all of the BM dimensions. It
determines how cost-efficient services can be delivered (Morris et al, 2005; Lampel and
Mintzberg, 1996), which often is an important driver and justification to implement
shared services (Janssen and Joha, 2006).

A couple of limitations of Al-Debei and Avison’s (2010) framework have been found
when applying it to SSC business models in the public sector. The model applies a high
level of abstraction to ensure its generic nature. Although the claim is that the four BM
dimensions classes are mutually exclusive, the authors did not test this and our case
studies show that there are dependencies between the BM dimensions. Furthermore we
found that the constituent elements of the BM dimensions have not been accurately
defined. One reason for the shortcoming of the unified BM framework is that it is a
generic model that has not been specifically designed for shared services or the public
sector. This suggests that there is a need to customize the BM framework for various
types of business models. Future research might find additional amendments to the
framework, also because there is still no full agreement on the definition of a “business
model”. This could potentially have an impact on the factors that were identified and
the granularity of the factors.

A limitation of this research is that our investigation was restricted to three SSC case
studies at the government level in a single country, with similarities regarding the
delivered services. If case selection was based on different types of (business) services,
different sectors and/or different countries, the outcome might have been different and we
therefore recommend to empirically validate and generalize the factors in a broader setting.

8. Conclusions

In the literature, shared services are often viewed as one type of business model in which
distributed services are concentrated and provided to more than one customer. Our case
studies show that in practice there exists a variety of shared services business models
and that there are multiple factors influencing the shaping of these business models. As
such, shared services might well be viewed as an umbrella for capturing various types of
business models. Using the unified business model framework by Al-Debei and Avison
(2010), we have investigated three shared services case studies in the Dutch public sector
having different governance structures. The BM dimensions provided insight into the
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differences between the case studies and helped to identify the discriminating factors
that are important in designing shared services business models in terms of the degree of
customization that might be required. Using this framework, 12 different factors were
identified in the three case studies that shape shared services business models in terms of
the degree of customization. These include the:

1) path dependency;
legal/regulatory driver;
) customer orientation;

) target segment;

) strategic importance;

PR
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) ICT/business orientation;

~J

) IT governance structure;
) change strategy;
) degree of outsourcing;

Py
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© >

(10) integration potential;
(11) economic rationale; and
(12) business value.

These factors can be used by practitioners to better design the appropriate shared
services business model, as all too often the decision to use shared services is based on
the idea that there is a homogeneous business model. Yet different shared services
business models might yield different benefits and as such it is important to design the
shared services business model in such a way that it fits a specific situation. Moreover,
it should also help to understand the implications of shared services as the choice
regarding the configuration of each factor will have governance and management
consequences that need to be addressed.

At a high level model, the unified business model framework was found to be
appropriate for analyzing our case studies, but the framework has limitations in terms
of its high-level of abstraction and its generic focus. This research draws on the unified
business model framework and can be viewed as a further specification and extension
of this framework in the field of shared services. Factors that are specific to shared
services customization/standardization are detailed. Customization/standardization is
not included in the unified model, whereas it is a key element in shared services
business models. As such customization/standardization can be viewed as a useful
extension, as the degree of customization plays an essential role in realizing economies
of scale and delivering cost-efficient services, which play often also a role outside the
shared services domain. The dimensions proposed for classifying business models
show that the generic business model helped as a starting point, but does not show all
specific underlying factors. In further research these factors can be validated and
potentially extended and refined based on more empirical data. Hence, we follow
Al-Debei and Avison (2010) and recommend to apply the generic business model to
specific types of business models within different domains and sectors. Furthermore, it
would be of interest to identify the relative importance of the identified factors and the
interdependencies between them, including how shared service business models and
its corresponding factors evolve over time.



References

Afuah, A. and Tucci, C.L. (2000), Internet Business Models and Strategies, McGraw-Hill, Irwin,
Boston, MA.

Al-Debei, M.M. and Avison, D.E. (2010), “Developing a unified framework of the business model
concept”, European Journal of Information Systems, Vol. 19 No. 3, pp. 359-376.

Bangemann, T.O. (2005), Shared Services in Finance and Accounting, Gower, Brookfield, VT.
Bergeron, B. (2003), Essentials of Shared Services, John Wiley & Sons, Hoboken, NJ.

Borman, M. (2010), “Characteristics of a successful shared services centre in the Australian
public sector”, Transforming Government: People, Process and Policy, Vol. 4 No. 3,
pp. 220-231.

Bouwman, H. and Macinnes, 1. (2006), “Dynamic business model framework for value webs”,
39th Annual Hawaii International Conference on System Sciences (HICSS2006), 2006
Hawaii, IEEE.

Braun, C. and Winter, R. (2005), “Classification of outsourcing phenomena in financial services”,
paper presented at the European Conference on Information Systems (ECIS), Regensburg,
Germany.

Creswell, J.W. (1994), Research Design: Qualitative & Quantitative Approaches, Sage Publications,
Newbury Park, CA.

de Looff, L. (1997), Information Systems Outsourcing Decision Making: A Managerial Approach,
IDEA Group Publishing, Hershey, PA.

Dubé, L. and Paré, G. (2003), “Rigor in information systems positivist case research: current
practices, trends, and recommendations”, MIS Quarterly, Vol. 27 No. 4, pp. 597-636.

Earl, MJ., Edwards, B. and Feeny, D.F. (1996), “Configuring the IS function in complex
organizations”, in Earl, MJ. (Ed), Information Management: the Organizational
Dimension, Oxford University Press, Oxford.

Eisenhardt, K.M. (1989), “Building theories from case study research”, Academy of Management
Reuview, Vol. 14 No. 4, pp. 532-550.

Grant, G., McKnight, S., Uruthirapathy, A. and Brown, A. (2007), “Designing governance for
shared service organizations in the public service”, Govermment Information Quarterly,
Vol. 24 No. 3, pp. 522-538.

Hedman, J. and Kalling, T. (2003), “The business model concept: theoretical underpinnings and
empirical illustrations”, European Journal of Information Systems, Vol. 12 No. 1, pp. 49-59.

Hesketh, A. (2008), “Industry insight: should it stay or should it go? Examining the shared
services or outsourcing decision”, Strategic Outsourcing: An International Journal, Vol. 1
No. 2, pp. 154-172.

Hodgkinson, S.L. (1996), “The role of the corporate IT function in the federal IT organization”,
in Earl, MJ. (Ed), Information Management: The Organizational Dimension, Oxford
University Press, Oxford.

Hsieh, H.-F. and Shannon, S.E. (2005), “Three approaches to qualitative content analysis”,
Qualitative Health Research, Vol. 15 No. 9, pp. 1277-1288.

Janssen, M. and Joha, A. (2006), “Motives for establishing shared service centers in public
administrations”, International Jowrnal of Information Management, Vol. 26 No. 2,
pp. 102-116.

Janssen, M. and Joha, A. (2007), “Understanding IT governance for the operation of shared

services in public service network”, International Journal of Networking and Virtual
Organizations, Vol. 4 No. 1, pp. 20-34.

Services
business
models

63




SO
7,1

64

Janssen, M. and Joha, A. (2008), “Emerging shared service organizations and the service-oriented
enterprise: critical management issues”, Strategic Outsourcing: An International Journal,
Vol. 1 No. 1, pp. 35-49.

Janssen, M., Kuk, G. and Wagenaar, R.W. (2008), “A survey of web-based business models for
e-government in The Netherlands”, Government Information Quarterly, Vol. 25 No. 2,
pp. 202-220.

Joha, A. and Janssen, M. (2008), “The strategic determinants of shared services”, in Garson, D.
and Pour, M.K. (Eds), Handbook of Research on Public Information Technology, 1GI Global,
Hershey, PA, pp. 544-555.

Joha, A. and Janssen, M. (2009), “Comparing strategic intents for public-private partnerships,
outsourcing and shared services”, in Chun, S.A., Sandoval, R. and Regan, P.M. (Eds),
10th Annual International Conference on Digital Government Research, Partnerships for
Public Innovation, DG.O 2009, Puebla, Mexico.

Joha, A. and Janssen, M. (2010), “Public-private partnerships, outsourcing or shared services
centres? Motives and intents for selecting outsourcing configurations”, Transforming
Government: People, Process & Policy, Vol. 4 No. 3, pp. 232-248.

Lacity, M.C. and Fox, J. (2008), “Creating global shared services: lessons from Reuters”,
MIS Quarterly Executive, Vol. 7, pp. 17-32.

Lampel, J. and Mintzberg, H. (1996), “Customizing customization”, Sloan Management Review,
Vol. 38 No. 1, pp. 21-30.

Mclvor, R., McCracken, M. and McHugh, M. (2011), “Creating outsourced shared services
arrangements: lessons from the public sector”, European Management Journal, Vol. 29
No. 6, pp. 448-461.

Mahadevan, B. (2000), “Business models for internet-based e-commerce”, California Management
Review, Vol. 42, July, pp. 55-69.

Morris, M., Schindehutte, M. and Allen, J. (2005), “The entrepreneur’s business model: toward a
unified perspective”, Journal of Business Research, Vol. 58, pp. 726-735.

Niehaves, B. and Krause, A. (2010), “Shared service strategies in local government — a multiple
case study exploration”, Transforming Government: People, Process and Policy, Vol. 4
No. 3, pp. 266-279.

Peterson, R. (2004), “Crafting information technology governance”, Information Systems
Management, Vol. 21 No. 4, pp. 7-22.

Pisano, G.P. and Verganti, R. (2008), “Which kind of collaboration is right for you?”, Harvard
Business Review, Vol. 86 No. 12, pp. 78-86.

Quinn, ].B. and Hilmer, F.G. (1994), “Make versus buy: strategic outsourcing”, Sloan Management
Review, Summer, pp. 43-55.

Rappa, M. (2002), “Business models on the web”, available at: http://digitalenterprise.org/models/
models.html (accessed 25 October 2006).

Sambamurthy, V. and Zmud, RW. (1999), “Arrangements for information technology
governance: a theory of multiple contingencies”, MIS Quarterly, Vol. 23 No. 2, pp. 261-290.

Schulz, V. and Brenner, W. (2010), “Characteristics of shared service centers”, Transforming
Government: People, Process & Policy, Vol. 4 No. 3, pp. 210-219.

Singh, P.J. and Craike, A. (2008), “Shared services: towards a more holistic conceptual definition”,
International Journal of Business Information Systems, Vol. 3 No. 3, pp. 217-230.

Timmers, P. (1998), “Business models for electronic markets”, Electronic Markets, Vol. 8 No. 2,
pp. 3-8.



Treacy, M. and Wiersema, F. (1993), “Customer intimacy and other value disciplines”, Harvard
Business Review, Vol. 71, pp. 84-93.

Ulbrich, F. (2006), “Improving shared service implementation: adopting lessons from the BPR
movement”, Business Process Management Journal, Vol. 12 No. 2, pp. 191-205.

Ulbrich, F. and Borman, M. (2012), “Preventing the gradual decline of shared service centers”,
paper presented at the 18th Americas Conference on Information Systems, AIS, Seattle,

WA.
Ulrich, D. (1995), “Shared services: from vogue to value”, Human Resource Planning, Vol. 18
No. 3, pp. 12-23.

Wagenaar, R.W., Matthijsse, R., de Bruijn, J.A., van der Voort, H. and van Wendel de Joode, R.
(2006), Implementation of Shared Service Centres in Public Administration: Dilemmas and
Trade-offs. Information and Communication Technology and Public Innovation, 10S Press,
Amsterdam.

Weill, P. and Ross, J.W. (2005), “A matrixed approach to designing IT governance”, MIT Sloan
Management Review, Vol. 46 No. 2, pp. 26-34.

Weill, P. and Vitale, M. (2001), Place to Space: Migrating to E-Business Models, Harvard Business
Press, Harvard, MA.

Yin, RK. (1989), Case Study Research: Design and Methods, Sage Publications, Newbury Park,
CA.

About the authors
Anton Joha is a research director at Whitelane Research and an affiliate of Delft University of
Technology. His research is mainly in the field of outsourcing, shared services, IT governance
and cloud computing. Anton Joha is the corresponding author and can be contacted at:
anton.joha@whitelane.com

Marijn Janssen is full professor in ICT and governance of the Technology, Policy and
Management Faculty of Delft University of Technology. He is Director of the interdisciplinary
Compliance and Design Management Master programme. His research interests are in the field
of infrastructures and public-private networks and his research focuses on orchestration, shared
services, intermediaries, open data and open government.

To purchase reprints of this article please e-mail: reprints@emeraldinsight.com
Or visit our web site for further details: www.emeraldinsight.com/reprints

Services
business
models

65




Reproduced with permission of the copyright owner. Further reproduction prohibited without
permission.

www.manharaa.com




