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Abstract 
In this conference article I introduce the role and position of shared service center in the 
framework of responsibility centers. I wanted to analyze what is the relationship between the 
two types of it. Is it a sub-type of service centers or it is a new type of responsibility centers? 
To decide this question I collect the most important characteristics about the different types of 
responsibility centers and shared service centers. I determined the differences and the 
similarities of them to find the right position in the framework.  
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1. INTRODUCTION 
We can see that service centers are becoming more and more important around the globe but 
their full potential is still unexploited. It is sure that in the near future there will be established 
a considerable number of new service centers globally. The establishment of service centers 
of global companies has the aim to achieve cost savings and increase the efficiency of the 
processes, but this will change over time and quality and flexibility will come into the 
foreground. In establishing and operating a corporate service center it is a key issue to be 
efficient but it needs a good performance measurement system. Performance management 
means all the management tasks required to measure, monitor and assess the progress of all 
the tasks inherent in a contract for services. It is very hard to be objective at measuring when a 
service center performs well, but it is vital for the parent company to decide how to manage 
its service center in the future if it does not operate well. Because there is more options about 
the future of services delivered from this kind of service centers: maintain them in-house in 
this centers or outsource them for external service provider and buy this services from them.  

2. PURPOSE AND METHODS OF THE RESEARCH 
The aim of this research is to explore the relationship between responsibility centers and 
shared service centers. I want to understand what are the differences and what are the 
similarities between them. I collected the key characteristics of service center to analyze the 
hierarchy between them. In this part of my research I used literature review.  

3. RESPONSIBILITY CENTERS 

3.1. Term of Responsibility Center 
The most simplest and known term of responsibility centers is created by Anthony who argue: 
(Anthony, 1988) 

The responsibility center is an organizational unit for which a manager is made 
responsible. 



The responsibility center is operating as an independent business unit, that could use own 
measureable goals. It is important because a responsibility center must be effective and 
efficient and it could reach only with measuring system.  

3.2. Categories of Responsibility Centers 
The responsibility centers are usually connected with the classic divisional organizational 
form but it could be useful for other form of organizing. In these centers the forming and 
operating is controlling-based and it is vital for establishing to be able to measure the planned 
and concrete data and be able to compare them. The input and output data should be measured 
separately.  

There are more types of responsibility centers. The literature differentiate them by the scope 
of responsibility for which part of return on capital (ROC) index. (Nemeskéri, 2010) Types of 
it are the followings: 

1. Cost center: only the input parameters are measureable, but it can influence the cost of 
business area. The main purpose of cost center to comply with planned costs; 

2. Revenue center: only the output parameters are measureable, but it can influence the 
revenue of business area; 

3. Profit center: both the input and the output are measureable and it can influence the 
cost and revenue of business area. The main purpose of the profit center to comply 
with profit plan (provision plan); 

4. Investment center: there is opportunity to measure expenditure and return exactly. It 
can influence the cost, the revenue and the size of invested capital;  

5. Service center: such business unit, that deliver services not for market but for another 
internal organization unit so it has no revenue. The main purpose of it to utilize the 
capacity. The center is responsible for cost, quality and volume of output. The center 
endeavors to configure standard processes, use settlement price for internal and 
external clients and define quality levels for service delivery.  

Within the cost center category the literature differentiates normative cost center where 
repeated processes are performed, that create well-determined, easy-to-measure outputs. The 
main condition of establishing is to determine manufacturing (servicing) output and be able to 
adjust the necessary inputs for all outputs. It is profitable to use on the area of manufacturing 
and for such service deliveries where repeating (automatic type) processes are. The manager 
should adapt to the external demand for products/services with minimizing of costs and 
observe the efficient standards. So the manager is responsible for efficiency, that is 
determinable in the volume of used inputs. The managers of center do not define the price of 
products/services, so are not responsible for the revenue. (Szűcs, 2009) 

Where the output is hardly measureable or inputs and outputs are not well-adjustable to each 
other or be able to manage by traditional methods (by normative costs or cost planning) than 
discretional cost center is necessary there. The discretional expenditure are connected 
typically with administrative activities like HR, accounting, etc. To control this type of center 
it is important to monitor the quality of services because this type of cost center could stay 
within the budget only if deliver services with lower quality level. With using activity-based 
cost calculation the discretional cost center could step further to revenue or profit center. 
(Szűcs, 2009) 

Depending on type of responsibility centers, there are differences in the systems of 
performance measurement, pricing, invoicing and accounting. In a profit center the base of 



pricing is market price, the performance measurement analyze the value creation and 
performance. In accounting the real volume is taken into consideration on market price. In a 
service center services are performed within a company and so total cost is most important 
control element. The performance measurement turns to cover the costs and improve 
efficiency. In invoicing and accounting the real volume is taken into consideration on planned 
price. But in a cost center there is no guideline because the total cost is charged over the client 
unit. The performance measurement turns to comply with cost frame and the base of invoicing 
and accounting is charge over the planned costs. (Horváth, 2005) 

4. SHARED SERVICE CENTER 

4.1. Term of Shared Service Center 
The shared services accrued from US and its model was created in the '80-s. There were a lot 
of outsourcing decisions in the big international companies and it created a real industry. But 
many of these outsourcing decisions were full with conflicts. The companies expected from 
these partnerships that functions will be cheaper that was not always successful. It had two 
reasons. Expectations of companies were also exaggerated and most of the service providers 
have the stake to increase the prices because they want to get profit. And if the partnership 
increased the pressure on them to decrease prices then they had to reduce their own costs and 
it reduced the service level at the same time. Therefore companies recognized that the 
knowledge need to consolidate and standardize services is known and can be learned so they 
began to organize it by their own. They could avoid that cost of services increase over the cost 
price because within the company the profit-making is not the first goal for shared service 
centers on the contrary with outsourcing providers and in some multinational companies the 
level of several internal services are world-class and have the volume enough as well.  

Nowadays the largest international companies apply shared service model to support some of 
their non-core functions. (Zinnov, 2010) But what is shared service actually. 

Shared service model operates in shared service center (SSC) that is a centralized 
organizational unit to deliver certain internal services mostly for the other 
organizational units or partly for other companies. (Bodnár & Vida, 2006) 

However the most know organizational solution is shared service center but there are more 
shared service organizations like captive center or hybrid models. Captive center is the same 
as shared service center but delivers services only for internal organizational units. Hybrid 
model is a mix of shared service model and outsourcing but extended for different services. In 
hybrid model the center of some services was moved (for example front-office function) to 
onshore or near-shore locations which are in time, culture and geographical close to the 
customers (like Middle-East Europe), and other services (back-office functions) to a cheaper, 
geographically, cultural distant location (like India, China or South-Africa). The previous one 
could be realized in a captive center or a shared service center, the latter one with an 
outsourcing partner. There are a lot of drivers for establishing of shared service center but the 
most important are the followings: 

- improved services, reduced costs; 
- standardized services and processes; 
- diminished administration costs; 
- supporting corporate strategy; 
- grouping similar tasks and demolishing redundant processes; 
- favoring progress; 
- facilitating introduction of new technologies; 



- improving working capital. 

4.2. Benefits of Shared Service Center 
There are a lot of benefits to use shared service centers. The first is the most well-known to 
combine the advantages of centralization and decentralization without the disadvantages of 
them. Standardization that is established by gathering of functions, makes it possible to 
explore the unused benefits. Besides of it in the decentralized units the redundant processes 
and resources are eliminated and capacities free up. Operating a shared service center with 
using settlement price, makes market-like situation within the company that ensure the 
efficiency of service center and enforce delivering of services with high quality. A service 
center has to endure the comparison with external service providers and SLAs have to adjust 
to demand of external providers' prices and performance. The service delivered are uniform 
for each organizational units that is a huge step for the smaller organizational units.  

Other benefits of this organizational solution that the cooperation between service center and 
client units influence the whole organization and create such management framework that 
improve the visibility and the general operating.  

Engaging back-office functions discharge the divisions and make it possible to focus on its 
basic activity and strategic initiatives. Beside of it establishing of service centers boost the 
development capability of companies because there are structures and processes for entering 
into a new business area that could mean strategic advantage for the company. (Bodnár & 
Vida, 2006) 

5. CONCLUSIONS 
The shared service center is an internal service provider that provide services internally to 
support activities of their business. A shared service center is always more than a simple 
service center from the responsibility centers because it could create value for the company by 
improving efficiency. To save efficiency these companies try to remain cost structure that is 
proportional with number of services and transactions. As the volume is rising, new resources 
and costs are emerging. In a fair and rightful system the internal customer of services are 
charged by the proportion of their service using. However, too many times the charge-back of 
costs is operating with a too simplified cost model. This time the cost of service provider is 
too aggregated and general to feedback the relative using of resources by every customer. The 
result of it some customer always support others. The good chargeback system for a shared 
service organization should be: 

- Equitable: It should be fair to all the recipients. There should not be any kind of cross-
subsidization among the business units. This may generally happen when the basis of 
distribution of cost is ‘Revenue’ or ‘Headcount’. The business units should pay for the 
capacity of the resources they use. The underutilization of the shared service 
department should be charged to the business units. This overcapacity can result as 
there is no relation between the requirement for the business units and the resource 
planning by the shared service departments. 

- Repeatable and Accurate: The cost of the service should be the same irrespective of 
the time. It should cost the same across the year for the same volume requirements. 
Assuming the same input it should consume the same level of resources every time. 

- Understandable: Both the service provided and the business units should understand 
the methodology of charging the costs.  



- Predictable: The business units must be able to predict the costs of the services. They 
can plan for the higher volumes if required. In turn the service provider can plan the 
resources as per the requirement of the business units. 

The purpose of charge-back is to get total absorption cost-return. When companies use the 
method of total cost return, not only shared service centers are realizing how to cover their 
pricing but internal customers also learn where and how to establish extra and redundant cost-
claim to service provider  

Very important that shared service center usually have an evolution way. In the first step 
when shared service established the main task is to consolidate back-office functions. The 
next step when shared service could standardize these functions within the organizations. The 
next when create a good performance measurement and a charge-back system and the last 
when open this services for external organizations as well. On this level  

There is no only one pricing structure that is right for each companies and what is ultimately 
chosen should meet the objectives of that particular organization. Pricing models range from 
no cost allocated through a market-based charge-back mechanism that considers the range of 
external options and pricing structures. There are three most typically pricing methods: 
(Lynch, 2011) 

- no charge-back of costs; 
- fixed price charge-back; 
- variable pricing structure. 

First is the most simplest model and is often used by organization that started establishing of 
Shared Service Center not for a long time. There will be a move to centralize support services 
in the corporate group. This centralized support group doesn't have a separate identify or a 
separate budget. Consequently, its costs are simply part of the broader corporate organization. 
Perhaps the costs are ultimately allocated back as part of a corporate allocation, but the costs 
of the service organization itself are not directly allocated back to the business Units. 
Consequently, no signal is sent to the Business Units about the true cost of the services they're 
consuming. (Lynch, 2011) 

The second pricing model is fixed price charge-back. It is a quite simple charge-back model. 
An estimate of volume is made and a price is set based on that estimate. This pricing 
mechanism can be updated annually as part of the annual budgeting process or more 
frequently if desired. 

Variable pricing model has three types.  

 One is variable pricing structure based on actual volume and cost. It charges back 
costs based on an activity drivers so that the organizational units creating the most volume 
and consuming the more complex processes will pay more for their services. Only the actual 
cost is charged back and no profit margin is built in.  

 Second is variable pricing structure based on actual volume and cost plus a profit 
margin. This model is similar to the one above but adds in a pre-determined profit margin. 
The shared service center acts as a profit center; however, it only sells its services internally 
and does not attempt to sell its services to customers outside the organization.  

 Third is variable pricing structure based on competitive market offerings. In the 
market pricing model, services are priced to reflect the actual value of the services in the open 
market. If you think of the organizational units "outsourcing" their support services to a 
separate entity, the choice is between a captive service unit providing those services or an 



independent organization providing them. In effect, the captive unit and the independent 
supplier are competitors. The market pricing model reflects that reality. 

Pricing model have a great impact on shared services used by organizations. When the units 
and other stakeholders consume services without consideration for cost, they typically waste 
resources by consuming more than they actually need. If a pricing structure is introduced 
within the company, managers could make good decisions about capital allocation and are 
more judicious in their use of corporate resources. 

Besides the charge-back models there are more cost calculation methods as well but the most 
known and useful are the activity based costing and the process cost calculation. The Activity 
Based Costing (ABC) can be the answer to reduce the conflicts between the service provider 
and the business units and also fulfill the requirements for the good cost allocation method. In 
ABC the model for shared service cost calculation can consider various shared service 
departments like IT, HR, Procurement, Facilities management and define their services and 
business units as the Cost Objects. Sometimes the services provided can be defined as the 
‘Services’ in the Cost Object and Business units as the ‘Customers’. In that case the activities 
are the various steps for completing the services. Some of the consultants create a separate 
model for the shared service cost calculation only. The final model starts with the resource 
costs as per the cost center accounting plus costs from the shared service model. 

In the first step the demand for various services is collected from the various business units. 
Based on this demand and the various activities required and the time taken by various 
activities the total resource requirement is calculated. In this way the resources of the shared 
service departments can match with the business plan of the business units and they can plan 
for the resources for themselves. This in turn saves the business units being charged for the 
unutilized capacity of the shared service departments. 

The cost of shared services must be included in the full costs of a business unit's products or 
services. And all center costs can be logically traced to the center's activities. Responsibility 
centers are divided two categories for allocation of service costs: revenue centers and service 
centers. The revenue centers are responsibility centers that are directly responsible for service 
delivering to external buyers. Service centers are responsibility centers that provide benefits to 
other responsibility centers. The managers need to see clear which is a revenue center and 
which is a service center and need to select an appropriate method of cost allocation.  
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