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AbstrAct

The last decade has witnessed an increasing emergence of shared service centers 
(SSCs) in the public sector. While the motives for an SSC and its implementation 
challenges have received sufficient scholarly attention, little is known about the 
processes that lead to the introduction of the SSC model in the public sector. The 
aim of this research is to explain the initiating stage of public-sector SSCs within 
one organizational field (public-sector financial accounting). The research is guided 
by institutional entrepreneurship and designed as a multiple-case study. The find-
ings of this research indicate that the public-sector SSCs are initiated by a small 
group of change agents who only collectively have the necessary skills, knowledge 
and position to change the organizational field. Rather than using a collaborative 
strategy suggested by the SSC literature, the public-sector SSCs are initiated as 
centralizations. 

Keywords: centralization, financial accounting, institutional entrepreneurship, 
public sector, shared service center

1. Introduction

Creating shared service centers (SSC) for back-office functions has become one of 
the most popular trends in public management. Looking at the scale of public-sector 
SSC implementations, it is suggested that we are facing an international “mega-
trend” (Elston 2014). The SSC concept is attractive for two main reasons: consoli-
dating services into service centers (or centers of excellence) is expected both to 
reduce costs and to raise the quality of these services (Janssen 2005; Wagenaar 
2006). However, the literature also shows that creating public-sector SSCs is a chal-
lenging endeavor and has a high risk of failure (Wagenaar 2006; Knol et al. 2012; 
Kastberg 2014). This should make governments cautious and unwilling to initiate 
SSC projects. That the opposite is the case, necessitates some explanation.

Currently, empirical insights are lacking in how the public-sector SSCs are initi-
ated and what the role of change agents in this process is (Hyvönen et al. 2012 is a 
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rare exception). The initiating stage of shared service projects and the motives for 
choosing this sourcing strategy tend to be “murky, hidden behind euphemism, per-
ceived differently by various stakeholder groups, and generally not easily analyzed” 
(Hirschheim and Lacity 2000, cited in Janssen and Joha 2006, 105). In order to 
explain the initiating stage of public-sector SSCs, more empirical evidence from dif-
ferent jurisdictions and organizational fields is needed. The aim of this research is to 
try and fill the gap.

Looking at three case studies from different levels of administration I aim to 
explain the initiation of public-sector SSCs within one organizational field – public-
sector financial accounting. All case studies are from the same jurisdiction and coun-
try – Estonia – that can be considered a representative of post-Communist states with 
a distinctive public-administration-reform context (Verheijen 2007). The Estonian 
public-administration-reform context is described in detail in chapter 3 of this paper. 
Understanding the reform context and background of the cases is necessary as pub-
lic-sector organizations rarely emulate new management ideas (such as SSC) in their 
entirety but translate these ideas and concepts to fit their individual conditions 
(Ulbrich 2010).

The research is designed as a multiple-case study. Data are collected through 
document analysis and interviews. The study is looking for answers to the following 
research questions:

1. How are public-sector SSCs initiated?

2. What is the role of change agents (institutional entrepreneurs) in initiating 
public-sector shared service centers?

The empirical research is guided by the insights from institutional entrepreneurship 
that aims to explain how individuals and organizations change the institutions in 
which they are embedded (Dacin et al. 2002). Since 1988, when DiMaggio intro-
duced interest and agency in institutional theory (DiMaggio 1988), the research on 
institutional entrepreneurship has focused on the role played by the active agency in 
changing the organizations and organizational fields. The theory suggests that in 
order to succeed, an institutional entrepreneur must occupy subject positions with 
wide legitimacy and bridging diverse stakeholders, theorize new practices through 
discursive and political means and to institutionalize these new practices by con-
necting them to stakeholders’ routines and values (Maguire et al. 2004).

The findings of this research indicate that rather than using a collaborative strat-
egy that involves all stakeholders the public-sector SSCs are initiated by a small 
group of change agents who only collectively have the necessary skills, knowledge 
and position to change the organizational field. Embedded change agents (key 
accountants) may advocate and provide important input to the SSC initiation, but are 
not able to initiate SSCs without other (external) change agents who are better posi-
tioned to theorize new practices through discursive and political means. The strate-
gies of the small group of change agents can be termed collective institutional 
entrepreneurship.

The findings of the current study also reveal that the intention of the change 
agents was to centralize back-office functions, and the concept of SSC and its advan-
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tages compared to centralization were not considered. This finding has wide implica-
tions as it leads to the question whether the public sector is currently dealing with a 
wave of new (and developing) client-oriented collaborative strategies or a wave of 
(re)centralization.

The paper is structured as follows. Firstly, I outline the concept of SSC and its 
initiation recommendations from the SSC literature. Secondly, I look at the possible 
explanations for endogenous change offered by institutional entrepreneurship. 
Thirdly, I present the case studies. Finally, I discuss the findings and their contribu-
tion to the existing knowledge on public-sector SSCs.

2. Theoretical framework

2.1 The concept of shared service centers

The concept of shared service centers emerged in the private sector in the 1980s 
when big corporations started to consolidate separate business units of their branch-
es into a single unit (Walsh et al. 2008). The public sector (led by Canadian and 
Australian state administration) began similar restructuring in the mid-1990s 
(Elston 2014).

While there are a number of definitions for shared service centers (see, e.g., 
Bergeron 2003; Wagenaar 2006; Schulz and Brenner 2010; Janssen et al. 2012), the 
definition of Bergeron (2003) is one of the most frequently cited in the SSC litera-
ture. According to Bergeron, shared services are “a collaborative strategy in which a 
subset of existing business functions are concentrated into a new, semiautonomous 
business unit that has a management structure designed to promote efficiency, value 
generation, cost savings, and improved service for the internal customers of the par-
ent corporation, like a business competing in the open market” (Bergeron 2003, 3).

Earlier conceptions of shared services drew a clear line between centralization 
and shared services (Shah 1998; Schulman et al. 1999; IMA 2000; Janssen and Joha 
2006; Burns and Yeaton 2008) and warned that these two concepts should not be 
confused, as shared services were not the rebirth of centralization (IMA 2000).

Source: IMA 2000, 3

Shared Services

• Focus is on needs of internal “clients” such as 
business units or divisions.

• The type and scope of services are negotiated 
and defined upon client needs.

• Locations of SSCs are chosen to best serve key 
clients.

• The SSC has full responsibility for both costs 
and quality of service delivered.

• Performance is assessed against service-level 
agreements and regular reviews.

Centralization

• Head office/corporation concerns dominate.

• Services tend to be standardized regardless of the 
needs of the units being supported.

• Centralized services are usually located at corpo-
rate headquarters.

• Support managers have little accountability for ser-
vice cost and quality.

• Performance is judged solely on budget and against 
corporate objectives.
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While shared service centers were seen as customer-oriented organizations that 
were first and foremost responsive to the needs of client organizations, centralized 
organizations were viewed as rigid and unresponsive bureaucracy (Shah 1998). 
Burns and Yeaton (2008) argue that while in the case of centralization the control is 
taken over by corporate management, shared services imply dispersed or federated 
responsibility to multiple units, and the customers of the shared services take control 
collectively.

In the more recent literature, however, the difference between centralization and 
shared services is not so obvious and clear-cut anymore. It seems that the real-life 
variation of public-sector SSCs has broadened the initial SSC concept.

Looking at the variety of SSC definitions, Schwarz concluded that “there is a 
common understanding that shared services are used to provide support activities to 
internal customers in at least two agencies at lower costs and at a higher quality” 
(Schwarz 2014, 62).

Janssen and his colleagues find that it is too deterministic to view a shared ser-
vice arrangement as a particular business model with particular implications 
(Janssen et al. 2009). Elston (2014, 6) argues that as SSC arrangements evolve over 
time, “an unduly narrow definition risks overlooking this dynamism and the com-
mon user challenges that transcend particular governance structures.” As the defini-
tion of SSC has become rather vague, the original SSC concept is sometimes 
referred to as a “genuine” (Raudla and Tammel 2015) or “ideal-type” SSC (Boon 
and Verhoest 2015).

Currently there are no comprehensive studies on public-sector SSCs that would 
allow it to assess the extent to which the “ideal-type” SSCs are implemented in the 
public sector. As the concept of SSC is demanding and not easily replicable in the 
public-sector context, it can be expected that instead of “genuine” shared services 
other types of sharing arrangements are more likely to emerge (Ulbrich 2010; Knol 
et al. 2012; Kastberg 2014; Raudla and Tammel 2015). As sharing arrangements in 
the public sector vary, we can also expect a variation in SSC initiation strategies. 
While it has been suggested that one of the main points for an SSC to articulate from 
the initiating stage onwards is the customer focus (Janssen and Joha 2006; Grant et 
al. 2007), it is also known that SSCs are evolving over time (Grant et al. 2007; 
Elston 2014), and customer focus that was initially lacking might be established 
during later stages.

2.2 Initiating shared service centers

According to Janssen, there are three main stages in the lifecycle of an SSC: the 
initiating, implementing and operating stages (Janssen 2005). The initiating stage 
involves all decisions and actions that precede the implementing stage. For example, 
a business case is drafted, and the political consensus to create an SSC is reached 
during the initiating stage. During the implementing stage the business case is 
implemented, and an SSC is established. At the operating stage, an SSC should be 
functioning and support the day-to-day operations of its clients (Janssen 2005).

The literature on public-sector SSCs emphasizes the importance of finding con-
sensus and engaging all stakeholders at the early initiating stage (Janssen and Joha 
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2006; Grant et al. 2007). It has been stressed that as the establishment of an SSC is 
a major decision that has a long-term impact on all stakeholders, it has to be a con-
scious decision that is supported by all involved parties (Wagenaar 2006; Janssen et 
al. 2009). As the impact of an SSC is usually not clear in advance, stakeholders may 
have different conceptions about shared service arrangements (Janssen et al. 2009). 
Therefore there is a need to convince employees to change the existing organiza-
tional processes and leaders of the agencies to give up some authority, as some of the 
functions of the agencies are moved into an SSC (Janssen et al. 2009).

As it is advised that not all but only transactional functions should be moved to 
the SSC (Schulz and Brenner 2010; Selden and Wooters 2011; Schwarz 2014), a 
careful consideration of the existing processes and functions should be carried out 
together with all involved parties. In order to facilitate finding a proper sharing 
arrangement and deciding which functions should be moved to an SSC and which 
should remain in agencies, Janssen and his colleagues propose to use a simulation 
model that makes it possible to predict the level of efficiency of a planned SSC 
(Janssen et al. 2009; see also Knol et al. 2012 for an alternative model).

However, usually the idea of an SSC is not attractive to all involved parties. It is 
common for agencies to resist the change as they want to maintain their autonomy, 
oppose the “one size fits all” approach, are against power concentrations or have 
some other reasons to be against the establishment of an SSC (Wagenaar 2006; Boon 
and Verhoest 2015). Therefore the initiation of an SSC requires careful management 
and clear leadership (Wagenaar 2006). The central executive boards that are respon-
sible for initiating and implementing SSCs in the business world do not exist in 
public administration (Wagenaar 2006). In the public sector every agency stands for 
its own interests, therefore a permanent political and administrative commitment to 
an SSC idea is necessary (Wagenaar 2006). However, due to election cycles, political 
commitment cannot be expected to be permanent. Hence, the key question is how to 
achieve administrative commitment to change.

2.3 Explaining change – insights from institutional entrepreneurship

The initiation of an SSC leads to the institutional change of an organizational field, 
which in our case is public-sector financial accounting. Institutional entrepreneur-
ship aims to understand how individuals and organizations change the institutions 
in which they are embedded (Dacin et al. 2002). Since 1988, when DiMaggio 
introduced interest and agency in institutional theory (DiMaggio 1988), the 
research on institutional entrepreneurship has focused on the role played by the 
active agency in changing the organizations and organizational fields. The earlier 
research on institutional entrepreneurship focused mainly on individuals as insti-
tutional entrepreneurs and was criticized for seeing them as heroes (Leca et al. 
2008). The more recent research gives credit to collective institutional entrepre-
neurship and acknowledges the importance of collaboration and coalition building 
(Levy and Scully 2007).

The organizational field is defined as a set of interdependent populations or 
organizations participating in the same cultural and social sub-system (Scott 2008). 
The characteristics of the organizational field determine whether the institutional 
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entrepreneurs are likely to succeed in changing the field or not. While mature orga-
nizational fields represent stable structures under which behavior patterns (e.g. con-
flict or cooperation) are well defined, premature fields represent structures where the 
institutional order is not completely developed; hence, the institutional entrepreneur 
is expected to change premature fields more easily (Pacheco et al. 2010).

In order to make the change possible, the institutional entrepreneur uses different 
strategies. Maguire et al. (2004) identify three strategies used by a successful insti-
tutional entrepreneur:

 • occupying subject positions with wide legitimacy and bridging diverse 
stakeholders;

 • theorizing new practices through discursive and political means;

 • institutionalizing these new practices by connecting them to stakeholders’ 
routines and values.

The occupation of the subject position with wide legitimacy helps to portray the new 
institutional form as legitimate, whereas other alternatives are seen as less appropriate, 
desirable or viable (Dacin et al. 2002; Leca et al. 2008). In the process of legitimation, 
entrepreneurs engage in battles that originate from conflicting perspectives between 
existing and proposed organizational fields (Maguire et al. 2004; Greenwood and 
Suddaby 2006; Leca et al. 2008; Pacheco et al. 2010). As the outcomes of the institu-
tional entrepreneurship spread, more diverse social groups will be affected and possibly 
mobilized, which will lead to new legitimacy battles (Garud et al. 2007). The agents that 
possess superior resources, knowledge or strategic social-network positions are better 
equipped to use their political power to win the legitimacy battles and to shape the 
organizational field in their favor (Beckert 1999, cited in Pacheco et al. 2010). Addition-
ally, the leaders who migrate from an organization that has implemented a new practice 
are better positioned because they possess the appropriate expertise and cognitive rea-
soning to deem that practice appropriate (Kraatz and Moore 2002).

The theorization of new practices consists of two key components: framing prob-
lems and justifying innovation (Maguire et al. 2004). In more detail, theorization 
involves highlighting and recasting problems and problematizing existing systems as 
inadequate (Koene and Ansari 2013). As the process of theorization diffuses among 
organizations in a given field, new norms and practices take on a greater degree of 
legitimacy and, in turn, become institutionalized (Dacin et al. 2002).

However, theorization does not lead to automatic institutionalization of change. 
The way the institutional entrepreneurs connect their change projects to the activities 
and interests of other actors in the organizational field determines their success; conse-
quently, the projects are crafted to fit the conditions of the field (Maguire et al. 2004).

2.4 Implications of the theoretical framework

Public-sector financial accounting can be categorized as a mature field with estab-
lished rules, norms and behavior patterns (Hyvönen et al. 2012). Therefore, we might 
conjecture that a radical change in this field is unlikely or very challenging at least. 
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The potential institutional entrepreneurs (public-sector accountants) are unlikely to 
be able or willing to challenge the status quo. The establishment of an SSC for finan-
cial accounting has an important impact on accountants, as their tasks, functions 
and meaning for their home organization will change (Herbert and Seal 2012).

However, the accountants who have the potential to become the leaders or chief 
accountants of an SSC may have strong interests in initiating the center of excel-
lence. Still, as the creation of an SSC does not concern only financial accounting but 
requires an extensive business-process re-engineering approach whereby agencies 
transfer the development, maintenance and control of their information systems to a 
different organization and abandon their existing information systems (Ulbrich 
2006), it can be expected that accountants – even if they are interested in initiating 
an SSC – may lack the necessary knowledge about business process re-engineering 
and new ICT systems to become the main advocates of an SSC arrangement. And 
last but not least, accountants usually do not have direct access to the political level 
that could empower them to become the main change agents.

To conclude, we can predict that in order to initiate an SSC there must be at least 
some acceptance or interest in initiating an SSC in the organizational field, but it is 
rather unlikely that the change can take effect without (politically) better positioned 
and more powerful agents outside the field.

3. Case studies

3.1 Method

The research uses a multiple-case design. This design was found most appropriate 
for the current research, as it allows examining the processes and outcomes across 
many cases, identifying how these cases may be affected by different contexts and 
the specific conditions under which a finding may occur (Chmiliar 2010). The 
multiple-case study enables cross-case comparisons and is helpful in finding 
answers to the questions and detecting possible patterns related to the initiating 
stage of public-sector SSCs. In order to detect possible similarities in the initiation 
process, the three cases are selected from one jurisdiction and organizational field. 
In order to detect possible differences between the practices, depending on the level 
of administration, the cases are selected from all levels of administration – local, 
regional and central. As for the timing, two of the three SSC projects were initiated 
during the financial crisis (2008-2009); the third case was earlier (initiated in 2001). 
The different timing of the cases should give us some indication about the possible 
impact of the financial crisis on the initiating stage of public-sector SSCs.

The multiple-case study is informed by two types of sources – documents and 
interviews. Documents include official documents, internal documents, memos, 
reports, media articles and e-mails. The interviewees include key actors from the 
central-, regional- and local-administration levels. As the focus of the study was on 
the initiating stage of shared service centers, the aim of the interviews was to explain 
the role and motives of key actors and to describe their strategies for initiating shared 
service centers in the public sector. Altogether 18 interviews were conducted (8 
interviews in the first round in 2012-2013 and 10 interviews in the second round in 

Kaide Tammel



168

2014). The interviews were semi-structured, with open-ended questions. Most of the 
interviews were recorded – at the consent of the interviewees – and fully transcribed. 
The interviews lasted between 1 and 2.5 hours.

The study has several limitations. First, it takes the perspective of change ini-
tiators and does not cover the other actors in the organizational field. Second, the 
study does not look at the implementing but only at the initiating stage of shared 
services projects. The initiating stage is defined as a stage that ends once the imple-
menting stage starts. This limitation gives a necessary focus that helps better ana-
lyze the similarities and differences between the chosen case studies. However, 
this focus does not enable us to make any suggestions or predictions about the 
implementing or operating stages of these SSCs, and further research is needed to 
assess the implications of the initiation strategies on the implementation and 
operation of these SSCs. Third, as this research is context-dependent, one must be 
careful in generalizing the results of this study to other public-sector contexts or 
organizational fields.

3.2 Context and background of the case studies

Since the 1990s, the prevailing ideology of Estonian governments has been neolib-
eral (Verheijen 2007; Raudla and Kattel 2011). The neoliberal worldview of Estonia’s 
political and administrative elite has led to a continuos downsizing of the state and 
a reluctance towards investing into coordination and administrative development 
(Sarapuu 2011). However, governments have continuously invested in the develop-
ment of e-government, and in terms of internet voting Estonia is considered to be 
the most advanced country (Alvarez et al. 2009). Paper-free public administration, 
internet voting and the search for efficiency and effectiveness have been high on the 
agendas of all Estonian coalition governments.

Estonia is administered by three levels of government – central (state), regional 
(county) and local (municipalities). The administrative system relies on ministerial 
responsibility (Sarapuu 2011; Sarapuu 2012). The ministries are autonomous, and 
their responsibilities are designated by law. The coordination problems in Estonian 
public administration have been outlined in the OECD report that found that there is 
considerable room for development in terms of joined-up policy design and imple-
mentation (OECD 2011).

The county governments in Estonia do not represent a tier of self-government 
but are under the Ministry of the Interior.1 The county governors are appointed by 
the Minister, and their task is to represent the state in 15 counties. The internal man-
agement of county governments was not centrally directed until recently, when the 
Ministry of the Interior streamlined the organizational structures of county govern-
ments (in 2009) and consolidated the internal audit function that previously existed 
in all county governments into one internal audit unit.

From 2004 until 2014 the Ministry of the Interior was headed by two ministers 
– the Minister of Regional Affairs and the Minister of the Interior. The county gov-

1  Since September 2015 under the Ministry of Finance.
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ernments together with other issues related to the regional development were under 
the Minister of Regional Affairs.

Local governments (rural municipalities and towns) are autonomous. During the 
past decades the number of municipalities has been slightly decreased due to the 
mergers of some municipalities. The mergers have been non-mandatory but highly 
encouraged by the central government. The biggest municipality is the capital city 
Tallinn whose population forms almost 1/3 of the Estonian population.

The global financial crisis that started in 2008 hit new democracies harder than 
old ones (Peters et al. 2011). The peak of the financial crisis in Estonia was in 2009, 
when the GDP fall of Estonia was the third largest in the European Union (Raudla 
2013). In the absence of monetary policy measures – Estonia’s currency was pegged 
to the euro – the government had to find ways for internal consolidation and cost 
savings. Estonia undertook extensive fiscal consolidation (Staehr 2010, cited in 
Raudla and Kattel 2011). In addition to cutting back the salaries, laying off civil 
servants and other fiscal-austerity measures (see Raudla 2013 for a detailed over-
view) various centralization measures, including a merger of several governmental 
agencies, were used during the peak of the financial crisis (Peters et al. 2011).

The lack of strong guarantees concerning salary cuts or layoffs for the civil ser-
vants and the almost non-existing trade-union culture in Estonia facilitated the cuts 
to the operational expenses of the government (Raudla 2013).

It is important to note that the austerity measures taken by the government were 
supported by the public opinion: the majority of the population favored fiscal dis-
cipline. The fiscal discipline in 2009 was especially important, as the prospect of 
joining the euro area had become more real than ever before and Estonia was 
devoted to fulfill the Maastricht debt and deficit criteria (Raudla 2013; Raudla and 
Kattel 2011).

The financial accounting legislation is drafted in the Ministry of Finance. Also, 
the coordination of public-sector financial accounting is the task of the Ministry of 
Finance. The accounting legislation is aligned with the international accounting stan-
dards (Tikk 2010). As early as 2004 the Minister of Finance issued a decree (general 
rules for the organization of the accounting and financial reporting of the state and 
state-accounting entities) that was taken into use as the Estonian equivalent to the 
International Public Sector Accounting Standards (Tikk 2010). This meant that 
Estonia became one of the few countries in the world where a full accrual-based 
accounting principle was adopted for financial accounting in the public sector 
(Wynne 2007, cited in Tikk and Almann 2011).

In line with the general “paper-free public sector” approach of the government, 
the Ministry of Finance has aimed to digitalize public-sector accounting. The idea 
that all public-sector organizations should employ a common software for financial 
accounting is not novel. As early as 1994 the Ministry of Finance explored the pos-
sibility to introduce a common accounting software (Agresso) in the public sector. 
The project was started, but its implementation failed. Due to this negative experi-
ence, the Ministry of Finance had to refrain from suggesting the adoption of (anoth-
er) common software.

Since then the Ministry of Finance has focused on establishing public-sector 
accounting rules and consolidating the accounting function from small accounting 
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entities to their parent entities. In parallel, however, the Ministry of Finance contin-
ued pursuing the idea of a common software for the whole public sector that would 
have enabled an automatic consolidation of data into a common database. Faced by 
the resistance to change and the autonomy of the other public-sector organizations 
the hands of the Ministry of Finance were tied, and it could not impose centraliza-
tion. Even though the Ministry had the support of the National Audit Office who 
pointed to the uneven quality of public-sector accounting and suggested reducing the 
number of accounting entities, there was no consensus among the Ministers whether 
the financial accounting (and possibly other back-office functions) should be central-
ized to the ministerial level.

3.3 CASE I: Tallinn City

The consolidation of shared services in Tallinn was initiated by the mayor of Tallinn 
who held the office between 1999 and 2001. Coming from the private sector and 
being a co-founder of an Estonian private bank, the mayor insisted on improving the 
financial management of Tallinn City (hereinafter City). The City recruited a finan-
cial director, who took office in 2000. At that time no common principles for public-
sector financial accounting existed. Each City organization had its own accounting 
system, and the quality of accounting was uneven. The annual accounts of the City 
had received negative opinions from auditors (in 2000 from Ernst & Young, in 2001 
from PwC). Both audits pointed to the fragmentation of accounting and to the vari-
ous problems thereof.

In 2000 a report was ordered from the consulting company KPMG that focused 
on the accounting software used in the City. The report concluded that the financial 
accounting in the city was decentralized. Out of 289 different organizations 45% had 
decided to buy accounting services from private-sector service providers, others 
employed in-house accountants.

Relying on these reports, the financial director of the City proposed that in order 
to solve the problems outlined by auditors and to increase the efficiency and effec-
tiveness of the City’s accounting organization, a centralization of the accounting 
was needed.

For the reorganization of the City’s financial management a consulting company 
(PwC) was hired. The consulting company drafted an extensive financial-manage-
ment model for the City by the end of May 2002. In essence the model foresaw 
streamlining the business processes of the City and consolidating accounting from 
the different City organizations – around 300, incl. schools and kindergartens – to the 
central City government level.

The main goal of the project was to increase the quality of the accounting and 
reporting throughout the City. Importantly, cost saving was not seen as the main goal 
of the project. As was clarified in the project outline, the cost-saving measures in the 
public sector often led to a reduction of quality that had to be compensated somehow. 
Therefore eventually the cost-saving measures might turn out to be costlier than 
maintaining the initial system.

However, even though the main goal of the project was not cost reduction, the 
calculations included in the project plan showed a promising potential to save costs. 
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An important part of the project was the introduction of a common (ERP) software. 
The software vendor was not known in advance, and in order to find appropriate 
software the procurement of the software was planned. The tender documentation 
was prepared again with the help of the consultant from the PwC.

The Tallinn City accounting centralization project was in a way ahead of its time. 
Even though the Ministry of Finance favored the reduction of the number of accounting 
entities, the existing accounting legislation did not foresee the possibility to centralize 
accounting in the City so that instead of 289 different accounting entities (City organiza-
tions) there would have been only one (the City). However, the change of the accounting 
legislation was on its way. As the change was expected to become effective on 1 January 
2004, the City made its centralization plan accordingly. The project was expected to last 
from Fall 2002 until 1 January 2004. The project drafters realized that the project was 
very complicated, and its implementation was challenging. A special project-implemen-
tation team was foreseen. The team members were to be released from their other obli-
gations and were expected to focus solely on the implementation of the project.

The project was approved by the City government in August 2002. This gave the 
green light to the implementation of the model.

3.4 CASE II: Regional (county) governments

The SSC for regional governments was initiated in the Ministry of the Interior in 
Fall 2008. The project leader who initiated and led the drafting of the business case 
was invited to the Ministry of the Interior (in 2008) mainly because of his experi-
ence with a similar project in the Ministry of Justice.

The project leader initiated the project rather independently. He gathered a team 
of key persons in the Ministry of the Interior who helped him to draft a business case. 
During the project-preparation stage the project leader and his team visited the courts’ 
accounting center of the Ministry of Justice – with which the project leader had been 
working before – to learn from its experience. The concept of the project was worked 
out in less than a year, and the business case was drafted by the four officials (incl. 
the project leader) of the Ministry of the Interior in one month (July-August 2009).

In the project scope there were three main tasks: 1. Centralization of the financial 
accounting of county governments. 2. Centralization of the financial accounting of 
the agencies of county governments (orphanages). 3. Centralization of the payroll 
and personnel accounting of county governments.

The main goals of the project were the improvement of the accounting quality, 
the improvement of statistical and analytical comparability of county governments, 
the introduction of a common accounting software (SAP), the overall reduction of 
human resources needed for accounting and creating preparedness for the possible 
general centralization of the central government accounting.

It was believed that the creation of a common accounting center would lead to 
efficiency, as the accounting service would be provided by a professional accounting 
center that employed highly qualified professionals, who were relieved from other 
tasks that were not directly related to their profession.

As the project was in the area of responsibility of the Minister of Regional 
Affairs (who shared the Ministry of the Interior with the Minister of the Interior), it 
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was decided that the accounting center should be located outside the capital city. 
Therefore it was possible to consider the project a measure of regional policy.

Although all county governments could compete for getting the accounting cen-
ter to be established in their region, the location of the center was decided in advance. 
The accounting center was established as a department of one county government 
that had vacant office space, but most importantly had a person that was seen as 
capable of leading the implementing stage of the project.

The project was communicated to the regional governments shortly before the 
implementation started. As the Minister of Regional Affairs had issued a decree for 
the centralization of the accounting in the county governments, it meant that there 
was no room for argument anymore.

The project was implemented in less than five month (by 1 January 2010) and 
was considered a great success.

3.5 CASE III: Central government

The shared service consolidation project of the central government was initiated in 
the Ministry of Finance in Spring 2009. The idea of creating a single stand-alone 
accounting center for public-sector accounting had been circling around in the Min-
istry of Finance already for some time. The financial crisis opened a window of 
opportunity to implement that idea. In order to get the political support for the idea, 
it was taken to the Cabinet meeting of 26 March 2009. After the Prime Minister had 
proposed to consolidate the accounting of the central government into a single 
stand-alone accounting center, the Ministry of Finance had a mandate to draft a 
project plan. For drafting the project plan a PwC consultant with previous experi-
ence from the Tallinn City project was hired.

While the initial idea was to centralize the financial accounting function, the 
project plan went further. Relying on the best practices’ database of the PwC the plan 
suggested the adoption of a shared-service-center model. In addition to the financial 
accounting other support services (HR accounting and procurement) were proposed 
for consolidation. The project plan referred to the public-sector SSC projects in the 
UK and Finland, noting that the Finnish Kieku project had made it possible to save 
13% of the financial-accounting costs and 30% of the personnel-accounting costs.

While drafting the project plan the consultant held several meetings with people 
from different organizations that could provide input into the project plan. Some of 
the people consulted had previous experience with accounting consolidation in the 
public sector. However, most of the project planning and discussions took place 
within the Ministry of Finance, and the officials of the Ministry of Finance formed 
the core of the project working group.

According to the initial project plan the main goals of the project were cost reduc-
tion (up to 2/3 of the relevant costs), availability of good-quality support services for 
all organizations, standardization of processes and adoption of a common IT system.

The project was to be implemented using a big-bang strategy (see Raudla and 
Tammel 2015 for a typology of reform models for creating SSCs). The consultant 
who drafted the project was convinced that the radical change was the most effective: 
during the interview, when discussing the Kieku project in Finland and the imple-
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mentation problems of the Estonian central government project he stated that “in 
democracies you don’t build pyramids”. The top officials of the Ministry of Finance 
were also supportive of the radical reform strategy.

In the middle of 2009, a project leader with a previous radical reform experience 
from the public sector was asked to come to lead the project. During 2009 the project 
leader used all ways (mainly informal) to get necessary support for the project plan. 
However, as the initial consolidation plan was too ambitious for the government, the 
project was changed several times and additional documents were produced to con-
vince the government. The plan that the government finally approved was a compro-
mise. It did not foresee the creation of a separate stand-alone shared service center 
but the consolidation of accounting up to the ministerial level and the adoption of a 
common software SAP.

The implementation of the project started in 2010. Although it should have been 
completed by the end of 2013, the project is ongoing at the moment of writing this 
article (Fall 2015). As a parallel development the top officials of the Ministry of 
Finance and the Ministry of Justice agreed to create a State Shared Service Centre in 
2012 on the basis of the already existing Courts’ accounting center.

4. Discussion

All three case studies point in the same direction: the creation of shared service 
centers is driven by active agents in the public sector. In Tallinn City the main 
change agent was the mayor, whose initiation was taken over by the financial direc-
tor of the City. In the case of regional governments the main change agent was the 
project leader. In the case of the central government the project leader who managed 
to gain the acceptance to the SSC project was hired once the project was already 
initiated, and it was realized that in order to succeed a radical reformer with previ-
ous public-sector consolidation experience was needed.

All these main change agents occupied posts in the top management of their 
organizations and had migrated from private-sector organizations or public-sector 
organizations that had implemented a new practice. This corresponds to the insight 
from our theoretical framework, which suggests that agents who possess a superior 
position, resources, appropriate expertise and cognitive reasoning are better equipped 
to deem new practice appropriate and to win legitimacy battles.

As for the legitimacy battles, we expected that in a mature organizational field 
where the rules, norms and behavior patterns are established, a radical change is 
unlikely, or very challenging at least. It was generally known (from past experience) 
that any attempt to centralize public-sector accounting would be resisted both by the 
accountants and the heads of public-sector organizations. In search for legitimacy for 
their projects, the change agents therefore did not aim to gain legitimacy from the 
organizational field, but targeted the key persons who would provide necessary sup-
port for the project. In order to avoid legitimacy battles the project initiating stage 
was largely hidden from public view.

The theorization of the financial accounting consolidation projects involved both 
framing the problems and justifying the need for centralization/consolidation. In the 
case of Tallinn City the framing was done by the external auditors, who expressed a 
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negative opinion regarding the annual accounts of the City. Subsequent reports that 
were ordered from the consulting companies pointed to the weaknesses of the financial 
management of the City and provided a solution to the framed problem. In the case of 
county governments the project leader, together with his team, both framed the prob-
lem and justified the project. In the case of central government the problem was framed 
by the top management of the Ministry of Finance with the help of a consultant.

Finally, our theoretical framework suggests that theorization does not lead to auto-
matic change, and the way the institutional entrepreneurs connect their projects to the 
other actors in the organizational field determines their success. As we already noted 
in terms of legitimacy, the change agents did not connect their projects to the other 
players in the organizational field. In a way this can be seen as a strategy taken in order 
to escape from legitimacy battles. Similarly, the theorizing was not used to win over 
the other organizations in the field but to convince the key decision-makers. Therefore, 
while the theoretical framework suggests that the projects are crafted to fit the condi-
tions of the field, the projects in practice were drafted to appeal the decision-makers. 
This deviation from our theoretical framework has several possible explanations.

Firstly, the main change agents were not “truly embedded” in the organizational 
field and hence cannot be termed “institutional entrepreneurs”. None of them was an 
accountant by profession. Also, they joined the organization shortly before or during 
the initiating stage of the project; therefore they did not have strong ties with the 
organizational field. Even though the chief accountants of the organizations that led 
the change were supportive (or, in the case of the central government, insisted on 
centralization), they did not have the necessary will or power to become institu-
tional entrepreneurs themselves. Therefore instead of a single institutional entrepre-
neur there was a collective institutional entrepreneurship behind the initiation of each 
of these projects. High-level accountants from the organizational field provided the 
necessary input into the projects, while the position, experience and leadership skills 
of the project leaders helped to gain the support of the necessary key persons.

Secondly, central to all these projects was the adoption of an ERP system. This 
meant that the functionality of the ERP system largely determined the scope of stan-
dardization and new business processes. The change was therefore transformative, 
and it was believed that the model developed by the consulting company (in the case 
of Tallinn City) or prescribed by the existing SAP functionality (in the case of 
county governments and the central government) largely determined the new struc-
tures and processes. Hence, engaging other (opposing) actors in the initiation process 
would not have contributed much to the build-up of the new system.

Thirdly, the Estonian political-administrative culture made it possible to leave 
other organizations in the field aside while introducing a radical reform. Pragmatic 
search for efficiency and effectiveness (often through a wider use of ICT) character-
izes both Estonian politics and public administration.

Finally, the initiation of these SSCs was characterized by the absence of strong 
veto players at that stage. The ability to get the initiation of an SSC backed by a 
legislative act was very important. Once the implementation of the project was offi-
cially decided, the opponents of the project had no possibility to resist change.
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5. Conclusion

Using the insights from institutional entrepreneurship, this study aimed at explain-
ing the initiating stage of shared service centers in the public sector. It was found 
that SSCs were not initiated by a single embedded institutional entrepreneur. The 
main change agent was not embedded in the organizational field and joined the 
organization to initiate the change project or to gain legitimacy for the already initi-
ated project that otherwise would have lacked sufficient political support. The main 
change agent formed a coalition with like-minded officials that were able to provide 
necessary input to the project. As none of the members of the group would have 
succeeded in initiating the change alone, this coalition can be termed collective 
institutional entrepreneurship.

Problems were framed in various reports and business cases. Business cases 
played a major role, as they problematized the existing situation and suggested solu-
tions to problems. While there were discussions over the details of the business case, 
the necessity for administrative restructuring was not questioned at the political 
level. The absence of an ideological divide over administrative restructuring can be 
explained by the Estonian reform context but also by the fact that business cases 
downplayed or did not even mention possible implementation problems. It is worry-
ing as it seems to be a common strategy that leaves decision-makers and managers 
largely unaware of the difficulties encountered when implementing and developing 
SSCs (Knol et al. 2014).

While the concept of institutional entrepreneurship stresses that the way the 
institutional entrepreneurs connect their change projects to the activities and interests 
of other actors in the organizational field determines their success (Maguire et al. 
2004), the evidence from current cases does not seem to confirm this. The change 
projects were initiated not by gaining legitimacy from the field but by winning over 
the key decision-makers and leaving aside other players that could potentially ques-
tion the legitimacy of the project. Hence, the absence of the power dimension seems 
to be an important weakness of the concept of institutional entrepreneurship.

The study poses an intriguing question to SSC scholars. Namely, whether the 
public administrations all over the world are currently dealing with a wave of new 
(and developing) client-oriented collaborative strategies or with a wave of (re)cen-
tralization? It is noteworthy that all the studied administrative restructuring projects 
were initiated as centralizations. While the difference between centralization and an 
SSC is well established in the expert literature, it seems very difficult to draw a clear 
line between centralization and an SSC in practice. As the literature on shared ser-
vices indicates, there is no generic public-sector SSC model; SSCs evolve over time 
and are expected to constantly improve their processes, quality and client orientation. 
Therefore we cannot downplay the possibility that an SSC that was initiated as a 
centralization project becomes customer-oriented sooner or later. Even though it has 
been suggested that engaging all stakeholders at the initiating stage determines the 
success of an SSC (Grant et al. 2007), the lack of empirical evidence does not allow 
us to be fully convinced.

Kaide Tammel



176

references

Alvarez, R.M., T.E. Hall and A.H. Trechsel. 2009. “Internet Voting in Comparative 
Perspective: The Case of Estonia.” PS: Political Science & Politics 42(3), 
497-505.

Bergeron, B. 2003. Essentials of Shared Services. Hoboken, NJ: Wiley.
Boon, J. and K. Verhoest. 2015. “Masters or Puppets? Agency Reactions in Response to 

SSC Reform Pressures.” Paper presented at the International Conference on 
Public Policy T03P15: The Policy of Institutional Reform, 1-4 July 2015, Milan.

Burns, T.J. and K.G. Yeaton. 2008. Success Factors for Implementing Shared Ser
vices in Government. Washington DC: IBM Center for the Business of Gov-
ernment.

Chmiliar, L. 2010. “Multiple-Case Designs.” In A.J. Mills, G. Durepos and E. Wiebe 
(eds). Encyclopedia of Case Study Research. Thousand Oaks, CA: SAGE 
Publications, Inc. Available at http://dx.doi.org/10.4135/9781412957397.n216 
(last accessed 25.10.2015).

Dacin, T., J. Goldstein and W.R. Scott. 2002. “Institutional Theory and Institutional 
Change: Introduction to the Special Research Forum.” Academy of Manage
ment Journal 45(1), 45-56.

DiMaggio, P. 1988. “Interest and Agency in Institutional Theory.” In L. Zucker (ed.). 
Institutional Patterns and Organizations. Cambridge, MA: Ballinger, 3-22.

Elston, T. 2014. “Shared Corporate Services in the Public Sector: A Critical 
Review.” Paper presented to the panel Public Service Delivery in the Trans
forming State, convened by the Public Policy and Administration group of 
the Political Studies Association at its 64th Annual International Conference 
in Manchester, 14-16 April 2014.

Garud, R., C. Hardy and S. Maguire. 2007. “Institutional Entrepreneurship as 
Embedded Agency: An Introduction to the Special Issue.” Organization 
Studies 27(7), 957-969.

Grant, G., S. McKnight, A. Uruthirapathy and A. Brown. 2007. “Designing Gover-
nance for Shared Services Organizations in the Public Service.” Govern
ment Information Quarterly 24, 522-538.

Greenwood, R. and R. Suddaby. 2006. “Institutional Entrepreneurship in Mature 
Fields: The Big Five Accounting Firms.” Academy of Management Journal 
49(1), 27-48.

Herbert, I.P. and W.B. Seal. 2012. “Shared Services as a New Organisational Form: 
Some Implications for Management Accounting.” The British Accounting 
Review 44, 83-97.

Hyvönen, T., J. Järvinen, L. Oulasvirta and J. Pellinen. 2012. “Contracting Out 
Municipal Accounting: the Role of Institutional Entrepreneurship.” Account
ing, Auditing & Accountability Journal 25(6), 944-963.

IMA. 2000. Implementing Shared Service Centers. IMA Publication 00349. New 
Jersey, NJ:  Institute of Management Accountants.

Janssen, M. 2005. “Managing the Development of Shared Service Centers: Stake-
holder Considerations.” In Proceedings of the 7th International Conference 

Collective Institutional Entrepreneurship in Initiating Public-Sector Shared Service Centers



177

on Electronic Commerce (ICEC ’05). New York: ACM, 564-570. Available 
at http://doi.acm.org/10.1145/1089551.1089653 (last accessed 25.10.2015).

Janssen, M. and A. Joha. 2006. “Motives for Establishing Shared Service Centers in 
Public Administrations.” International Journal of Information Manage
ment 26(2), 102-116.

Janssen, M., A. Joha and A. Zuurmond. 2009. “Simulation and Animation for 
Adopting Shared Services: Evaluating and Comparing Alternative Arrange-
ments.” Government Information Quarterly 26(1), 15-24.

Janssen, M., M. Kamal, V. Weerakkody and A. Joha. 2012. “Shared Services as a 
Collaboration Strategy and Arrangement in Public Service Networks.” 45th 
Hawaii International Conference on System Sciences IEEE, 2218-2227.

Kastberg, G. 2014. “Framing Shared Services Accounting, Control and Overflows.” 
Critical Perspectives on Accounting 25(8), 743-756.

Knol, A., M. Janssen and H. Sol. 2014. “A Taxonomy of Management Challenges for 
Developing Shared Services Arrangements.” European Management Jour
nal 32(1), 91-103.

Knol, A., H. Sol and J. Wamelan. 2012. “Decision Enhancement for Sourcing with 
Shared Service Centres in the Dutch Government.” In: K. Peffers, M. 
Rothenberger and B. Kuechler (eds). DESRIST 2012, LNCS 7286, 239-255.

Koene, B. and S. Ansari, S. 2013. “Entrepreneurs, Institutional Entrepreneurship 
and Institutional Change: Contextualizing the Changing Role of Actors in 
the Institutionalization of Temporary Work in the Netherlands from 1960 to 
2008.” ERIM Report Series ERS-2013-009-ORG. Available at http://ssrn.
com/abstract=2275154 (last accessed 25.10.2015)

Kraatz, M.S. and J.H. Moore. 2002. “Executive Migration and Institutional Change.” 
Academy of Management Journal 45(1), 120-143.

Leca, B., J. Battilana and E. Boxenbaum. 2008. Agency and Institutions: A Review of 
Institutional Entrepreneurship. Harvard Business School Working Papers 8(96).

Levy, D. and M. Scully. 2007. “The Institutional Entrepreneur as Modern Prince: 
The Strategic Face of Power in Contested Fields.” Organization Studies 
27(7), 971-991.

Maguire, S., C. Hardy and T.B. Lawrence. 2004. “Institutional Entrepreneurship in 
Emerging Fields: HIV/AIDS Treatment Advocacy in Canada.” Academy of 
Management Journal 47(5), 657-679.

OECD. 2011. Estonia: Towards a Single Government Approach. Paris: OECD Public 
Governance Reviews, OECD Publishing.

Paagman, A., M. Tate and E. Furtmueller. 2015. “An Integrative Literature Review 
and Empirical Validation of Motives for Introducing Shared Services in 
Government Organizations.” International Journal of Information 
 Management 35(1), 110-123.

Pacheco, D.F., J.G. York, T.J. Dean and S.D. Sarasvathy. 2010. “The Coevolution of 
Institutional Entrepreneurship: A Tale of Two Theories.” Journal of Man
agement 36(4), 974-1010.

Peters, G.B., J. Pierre and T. Randma-Liiv. 2011. “Global Financial Crisis, Public 
Administration and Governance: Do New Problems Require New Solu-
tions?” Public Organization Review 11(1), 13-27.

Kaide Tammel



178

Raudla, R. 2013. “Fiscal Retrenchment in Estonia during the Financial Crisis: The 
Role of Institutional Factors.” Public Administration 91, 32-50.

Raudla, R. and R. Kattel. 2011. “Why Did Estonia Choose Fiscal Retrenchment after 
the 2008 Crisis?” Journal of Public Policy 31(2), 163-186.

Raudla, R. and K. Tammel. 2015. “Creating Shared Service Centres for Public Sector 
Accounting.” Accounting, Auditing & Accountability Journal 28(2), 158-179.

Sarapuu, K. 2012. “Estonia.” In K. Verhoest, S. van Thiel, G. Bouckaert and P. Lae-
greid (eds). Government Agencies: Practices and Lessons from 30 Coun
tries. Basingstoke: Palgrave Macmillan Ltd, 277-287.

Sarapuu, K. 2011. “Post-Communist Development of Administrative Structure in 
Estonia: From Fragmentation to Segmentation.” Transylvanian Review of 
Administrative Sciences 35(4), 54-73.

Schulman, D., M. Harmer, J. Dunleavy and J. Lusk. 1999. Shared Services: Adding 
Value to the Business Units. New York, NY: Wiley.

Schulz, V. and W. Brenner. 2010. “Characteristics of Shared Service Centers.” 
Transforming Government: People, Process and Policy 4(3), 210-219.

Schwarz, G. 2014. Public Shared Service Centers: A Theoretical and Empirical 
Analysis of US Public Sector Organizations. Wiesbaden: Springer Gabler.

Scott, W.R. 2008. “Approaching Adulthood: The Maturing of Institutional Theory.” 
Theory and Society 37(5), 427-442.

Selden, S.C. and R. Wooters. 2011. “Structures in Public Human Resource Manage-
ment: Shared Services in State Governments.” Review of Public Personnel 
Administration 31(4), 349-368.

Shah, B. 1998. “Shared Services.” Industrial Management 40(5), 4-8.
Tikk, J. 2010. “The Internationalization of the Estonian Accounting System.” Annals 

of the University of Petrosani, Economics 10(2), 341-352.
Tikk, J. and A. Almann. 2011. “Developments in Public Sector Financial Manage-

ment in Estonia.” Business & Economic Horizons 5(2), 47.
Ulbrich, F. 2010. “Deploying Centres of Excellence in Government Agencies.” Elec

tronic Government, an International Journal 7(4), 362-379.
Ulbrich, F. 2006. “Improving Shared Service Implementation: Adopting Lessons from 

the BPR Movement.” Business Process Management Journal 12(2), 191-205.
Verheijen, A.J.G. 2007. “Public Administration in Post-Communist States.” In B. G. 

Peters and J. Pierre (eds). Handbook of Public Administration. London: 
SAGE Publications Ltd., 311-321.

Wagenaar, R.W. 2006. “Governance of Shared Service Centers in Public Admin-
istration: Dilemmas and Trade-offs.” Proceedings of the 8th International 
Conference on Electronic Commerce: The New Ecommerce: Innovations 
for Conquering Current Barriers, Obstacles and Limitations to Conduct
ing Successful Business on the Internet. New York, NY: ACM, 354-363. 
Available at http://dx.doi.org/10.1145/1151454.1151513 (last accessed 
25.10.2015)

Walsh, P., M. McGregor-Lowndes and C.J. Newton. 2008. “Shared Services: Lessons 
from the Public and Private Sectors for the Nonprofit Sector.” The Australian 
Journal of Public Administration 67(2), 200-212. http://ssrn.com/
abstract=2275154.

Collective Institutional Entrepreneurship in Initiating Public-Sector Shared Service Centers



179

KAide tAmmel is a Public Administration PhD candidate at the Ragnar Nurkse 
School of Innovation and Governance, Tallinn University of Technology, Estonia. 
Her research is focused on public sector accounting reforms. She has worked for the 
Estonian Ministry of Finance, being responsible for the financial management of 
EU funds, and given lectures at Tallinn University of Technology. Correspondence: 
Ragnar Nurkse School of Innovation and Governance, Tallinn University of Tech-
nology, Akadeemia tee 3, Tallinn 12618, Estonia; E-mail: kaidetammel@gmail.com

Kaide Tammel


