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Abstract: Organizations are facing increasing pressure to be transparent about their performance
and to accept responsibility for their impacts on both society and the environment. The role of ESG
is essential from a reporting standpoint. New regulations are forcing organizations to focus more
on cascading ESG risk management in order to ensure that the various ESG objectives are analyzed
and monitored at the group and subsidiary levels. This article employed the results of an empirical
study conducted on risk management concerning shared service centers in Poland. In addition, a
case study was conducted based on their internal reports and financial statements. At this stage, SSCs
are focusing solely on financial risks and are ignoring the broader perspective. Thus, the promotion
of ESG practices in organizations currently represents the most critical factor. ESG-related activities
should be cascaded to company subsidiaries, especially those that employ internally separated
processes, operate globally and are responsible for end-to-end processes. Based on an analysis of
financial statements, few entities currently even consider operational risks, including ESG-related
risks. Companies should re-examine their internal governance approach so as to ensure the effective
cascading of ESG objectives to the lower levels of the organizational structure.

Keywords: risk management; shared service centers; sustainability management; corporate social
responsibility; sustainable workplaces

1. Introduction

The increasing importance of Environmental, Social, and Governance (ESG) factors has
fundamentally changed how investors and businesses view sustainability. ESG approaches
have, to date, commonly been considered to be “nice-to-haves” rather than as crucial
elements in the business and investment decision-making processes. However, as ESG
has become more prominent, companies and investors are implementing more thorough
strategies and incorporating ESG approaches into their corporate strategies and decision-
making processes. Due to issues related to social inequality, climate change and global
health, ESG is now more important than ever for investors and businesses. Businesses
that adopt ESG approaches stand to benefit significantly from enhanced consumer loyalty,
a positive brand reputation and lower risks, while promoting a more sustainable future.
Investors are increasingly looking for investment opportunities that align with their ideals
and values, in addition to the financial results.

Aimed at managing risk and attaining sustainability over time, investors have started
to take environmental, social and governance aspects into account when making investment
decisions and are making efforts to improve the accountability and openness of corporate
governance. This has resulted in an increase in data sharing and transparency concerning
ESG. Businesses are facing increasing pressure to be transparent about their performance
and to accept responsibility for their impacts on society and the environment, which has

Sustainability 2024, 16, 2413. https://doi.org/10.3390/su16062413 https://www.mdpi.com/journal/sustainability

https://doi.org/10.3390/su16062413
https://doi.org/10.3390/su16062413
https://creativecommons.org/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/sustainability
https://www.mdpi.com
https://orcid.org/0000-0002-1932-0544
https://orcid.org/0000-0002-8929-7490
https://doi.org/10.3390/su16062413
https://www.mdpi.com/journal/sustainability
https://www.mdpi.com/article/10.3390/su16062413?type=check_update&version=2


Sustainability 2024, 16, 2413 2 of 25

led to calls for greater openness and accountability concerning corporate governance.
Moreover, international frameworks and standards, e.g., the United Nations Guiding
Principles on Business and Human Rights and the Paris Agreement on Climate Change,
are becoming increasingly important in terms of addressing environmental and social
issues. Such frameworks provide a basis for greater responsibility and transparency when
addressing these issues.

The role of ESG is important from a reporting standpoint. The demand for trans-
parency is increasing concerning socially conscious and sustainable practices [1–4].

The results of an empirical study conducted on shared services centers operating in
Poland in the area of risk management were employed for the purposes of this article. In
addition, a case study was conducted based on the financial statements of selected shared
services centers operating in Poznań.

The main objective of this paper is the identification of the role of ESG factors in
operational risk management and performance reporting in shared service centers (SSCs)
in Poland. This study aims to significantly contribute to the existing ESG initiatives
by investigating how ESG (environment, social, governance) components are reflected
in business performance reporting as an important part of the controlling function of
management, particularly focusing on the level of implementation of new regulations
in shared services centers. This research determines the impact of ESG factors on risk
management and establishes a relationship between them. Its other goal is to tackle the
gap in research methods concerning ESG practices and how they affect global structures,
focusing on shared services centers.

Section 3.1 will analyze and present in detail the current state of knowledge about
ESG. Most of the articles reviewed refer to the relationship between ESG and other de-
pendencies, delineate the theoretical underpinnings of ESG in the field of management,
or identify prevalent themes in current ESG research within this field. The novelty of this
research refers directly to the ownership of ESG risks, especially for processes outsourced
to modern business structures. A blurred responsibility for risks and difficulties regarding
ownership, accountability, and communication characterizes risk management in diffused
organizations such as SSCs. Once a process or part of it has been migrated to the SSC, it is
often disconnected from the business. Due to the strong emphasis on standardization and
repeatability, even transactionality, risk is usually no longer actively managed. Another
common situation is the migration of the internal control of a given process to the SSC,
which is fully justified, but often only increases the sense of impossibility of any change
in the process due to the control requirements, including internal and external audit re-
quirements. On the other hand, entities such as SSCs have a considerable impact not only
on what processes look like but also on what they could look like by comparing them to
best practices and drawing on the experience of people working in SSCs. Skillful use of
the potential impact of SSCs in the risk management process, in the opinion of the arti-
cle’s authors, could increase the effectiveness of risk management (The control function’s
effectiveness in risk management is the subject of a more extensive study for Lean Risk
Management).

The identification of the needs of the research led to the suggestion and testing of the
following hypotheses:

Hypothesis 1: To date, environmental, social and governance risks have not been considered in
shared service centers operating in Poland.

Hypothesis 2: Following the introduction of a new EU directive, international corporations will be
required to change their risk reporting strategy in cases of service outsourcing.

EU countries are opting for a mix of voluntary and mandatory measures that improve
ESG disclosures in their respective jurisdictions [5]. The Corporate Sustainability Reporting
Directive (CSRD), which applies to all European Union member countries, imposes specific
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ESG reporting obligations. The CSRD, which was published in December 2022 [6], requires
that the governments of European Union member states introduce the regulations set
out in the directive into national legislation within 18 months of publication. The main
objective concerns the convergence of the requirements surrounding nonfinancial report-
ing with those applied to financial statements aimed at ensuring that investors receive
comparable and reliable ESG-related information. Based on 2018 statistics [7], around
300 Polish businesses are currently required to provide reports on their operations accom-
panied by nonfinancial statements. Only large companies that meet one of two financial
conditions—either PLN 170 million in net revenues from the sale of goods and products
over the financial year or PLN 85 million in total assets on the balance sheet at the end of the
financial year and that are public interest entities (PIEs) with more than 500 employees—are
subject to the provisions on nonfinancial reporting. However, the new directive broadens
the list of entities that are required to report and replaces currently valid EU regulations
on the disclosure of nonfinancial information. Only those entities that currently report
nonfinancial information (i.e., large public-interest entities with more than 500 employees)
will be subject to the new provisions during the first phase of implementation. The second
category comprises all other large organizations, regardless of whether they are public
interest entities or not, which satisfy any two of three requirements (a balance sheet total of
over EUR 20 million, a net income of over EUR 40 million, and a number of employees of
over 250). The third phase of implementation concerns all small and medium-sized listed
companies. Large capital groups also fall under the purview of the directive [8,9].

By the end of 2024, the CSRD directive will apply to only 150 Polish companies
(of a total of 12,000 companies in the whole of the EU) that are subject to the currently
applicable NFRD (Non-Financial Reporting Directive). However, from 2025, the new regu-
lations and reporting obligations will apply to a much larger group, i.e., over 3500 Polish
enterprises [10], probably including SSCs, which meet the following conditions:

• from 1 January 2025, large companies that are currently not subject to the NFRD,
employ more than 250 employees, and/or have a turnover of EUR 40 million and/or
a balance sheet total of EUR 20 million;

• from 1 January 2026, small and medium-sized companies listed on the stock exchange,
and other companies.

The adoption of preventive measures and engagement in proactive ESG risk manage-
ment is in the best interests of all companies in terms of effectively addressing environ-
mental, social and governance risks and opportunities. Research indicates that businesses
that are completely ESG-integrated, transparent and stakeholder-accountable are more
likely to succeed over the long term [11]. The findings [12] indicated that integrating
environmental practices positively affected CSR initiatives, but the influence of social and
governance practices exhibited variability. The research [12] emphasized the importance
of proficiently communicating environmental policies and proposes that organizations
prioritize environmental actions to bolster their brand and gain customer confidence. The
results also underscore the need for consumer education about the ESG framework. While
listed companies are already required to comply with ESG requirements and reports, it
would be beneficial to encourage non listed companies also to recognize the importance of
ESG and educate the public on how to interpret it. Leaving the responsibilities of ESG to
only the listed companies creates boundaries that, over time, can belittle the importance of
achieving sustainable goals. Sustainability reports will form part of the so-called activity
report, which will result in the increased responsibility of company governing bodies for
this reporting area. According to the Accounting Act, company governing bodies are jointly
and severally liable for any damage caused via a breach of the activity report, and the
preparation of such reports contrary to the set requirements or the inclusion of unreliable
data in the report is subject to criminal charges [13].

One of the most important steps concerns the integration of ESG into the risk man-
agement strategy. Managing a business and striving for operational excellence require
awareness of and an appropriate response to ESG-related risks. It is essential that ESG-
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related risks be mapped and ranked, e.g., by completing a materiality matrix and managing
it over time. A significant knowledge gap remains between the supply of, and demand
for, information on ESG despite increases in both the demand for and the provision of
ESG reporting. This knowledge gap can be attributed to a number of factors, including
disparate ESG reporting standards and frameworks, voluntary reporting regimes, and the
high costs associated with the collection and reporting of data.

Aimed at fulfilling the research objectives, this article is organized as follows. Section 2
presents the research methodology applied concerning the procedures and methods applied
and Section 3 presents the results:

1. ESG perception in the context of Central Europe/Poland and the principles of risk
management analysis were investigated based on a review of Polish and interna-
tional literature.

2. Questionnaires were submitted to the SSC community concerning risk management
and internal control in October 2023 with the aim of examining the implementation of
risk management approaches.

3. A case study on financial statements issued by shared service centers in Poland that
analyzed the overall scope of risk reporting, which assisted in the formulation of the
conclusions and the determination of future research areas.

Section 4 discusses the empirical findings of the analysis. Section 5 presents the
conclusions of the study and suggests future directions for research.

2. Materials and Methods

This study provides a summary of exploratory research conducted on an issue that has
not been previously investigated in Poland regarding shared services centers. The study is
both descriptive and analytical from the viewpoint of the exploratory objective, which is
addressed in two stages. The first stage is a targeted review of the existing literature, and
the second stage involves empirical research entailing a questionnaire survey and a case
study. The two stages are explained further below.

Aimed at assessing current trends in the research area, a targeted literature review [14]
was conducted using the Web of Science database to identify publications in the area of
ESG risk management and shared service centers. The search strategy included the entry of
the following keywords: “ESG”, “risk management” and other keywords associated with
organizations (e.g., shared services, BPO—Business Process Outsourcing, SSC). Although
no language restriction was applied to the search, only those studies with abstracts in
English and full texts in English or Polish were deemed eligible for inclusion. The search
failed to identify any such related articles, thus confirming the presence of a research gap
in this area.

The next stage involved the compilation of a questionnaire survey as the quantitative
method applied in the research aimed at forming an understanding, inter alia, of (The
survey conducted in September and October 2023 focused on Lean Risk Management and
only part of this research was used for the purposed of this article):

1. The implementation of risk management at the shared service center level.
2. The priorities considered in the risk management process.

Computer-Assisted Telephone Interview (CATI) sessions were conducted in September
and October 2023. This particular research methodology was chosen since it allows for
the conducting of telephone surveys in which the interviewer administers a questionnaire
to the respondent by reading it from a computer during a phone call; this approach
guarantees accuracy since the presence of the interviewer strengthens the reliability of
the data collection process. The data file with the responses obtained was subsequently
downloaded into the MS Excel format.

The questionnaire’s questions were converted into quantitative variables with Likert-
type scale questions ranging from 1 to 5 and qualitative variables (nominal and ordinal)
from which the degree of risk management implementation was gauged. Subsequently,
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the companies that were contacted were categorized based on the respondent’s role, the
organization’s size (counting internal units and personnel), and the range of services offered.
This information was used to determine the degree of standardization or differences.

The quantitative data analysis was performed using descriptive statistics so as to allow
for the summarization of the information collected, which was followed by the application
of inferential statistical techniques based on the graphical presentation of the data [15]. The
statistical analysis was completed using Microsoft Excel 365.

The study population consisted of companies that operate in Poland with SSCs that
were created as a part of an international capital group and that provide services to internal
entities. In 2023, there were a total of 435 SSC/GBS centers (Information collected indepen-
dently by Authors). Firstly, based principally on annual research conducted by ABSL on
the Business Services Sector in Poland [16], 146 companies that met the research criteria
were defined as the initial population. An additional internet search (LinkedIn social media
site) enabled the compilation of a list of 112 representatives from these companies for
the purposes of the research. They were selected based on positions related to one of the
keywords, “risk management” or “internal control”.

The population size was 146 companies available for the research. Purposive sampling
was used mainly due to the impossibility of using random selection, resulting from the
lack of appropriate data about the surveyed entities from a reliable source. A total of
112 interview queries were dispatched successfully, and 70 were collected with answers
(a 60% success rate). However, it was not assumed that the conclusions drawn from
this research sample could form the basis for generalization. The main limitations of the
research method employed concerned the targeted sampling approach and the selection of
the research sample based on willingness to participate.

The final stage of the research cycle concerned the preparation of the case study [15,17]
for selected SSCs. The case study was aimed at the in-depth research of the processes
involved in the real environment in which they are implemented. The selection of the cases
was subordinated to the presentation of the research subject. It was intended to contribute
to improving the understanding of the reality that was subjected to study. One of the crucial
considerations concerned how to examine the risks identified by the SSCs in their financial
statements. The deliberate case selection approach was employed to address the research
question. The selected SSCs were all located in Poland and most of the analyzed financial
statements covered 2022.

The justification behind considering Poland as a distinctive case warranting a compre-
hensive investigation is that the business services sector in Poland has been developing
over the last two decades, and it has been one of the most critical drivers for the growth of
the Polish economy. Poland is the regional leader for European business services, both in
the overall number of centers and the total employment within the industry. The findings
might also apply to other countries because as the market matures, Polish centers are
becoming increasingly involved in entire processes from end to end [18].

3. Results
3.1. ESG in Risk Management—Literature Review

Risk has formed the subject of a wide range of studies and analyses in the field of
management sciences [19,20]. However, this study does not attempt to consider strictly
historical or etymological arguments. The development of the thinking on the subject
of risk is covered in a book by [21], whereas a book by presents a histogram of the most
important events that have shaped the theory of risk; moreover, a detailed definition of
the concept of risk was presented in [22]. For the purposes of this study, it was decided
to analyze the term risk from the perspective of organizations that are distributed and
operate globally.

The word “risk” has a multifaceted meaning, and its origin has not, to date, been
clearly explained. Taking risks is a choice rather than an inevitable fate, and it will be
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analyzed herein through the prism of the activities of businesses, organizational objectives,
and the steps taken as a result of conscious decisions.

Risk is defined in management theory as a situation in which at least one of the ele-
ments involved is unknown, whereas the probability of its occurrence is known. This proba-
bility may be measurable or may be merely felt by the decision maker, and according to this
definition, risk conditions occur only when existing experience regarding similar events
can be related to the current situation (Encyclopedia of Organization and Management,
1982). Risk creates opportunities while simultaneously threatening the implementation of
the undertaken tasks. It is, therefore, a tool and a means to obtain specific benefits qualified
by the potential losses that may accompany the undertaken activity. All organizations
make decisions based on incomplete data on a regular basis. Probability theory provides an
essential tool for the forecasting of the future, which requires information that constitutes
the basis for estimating probability [23].

The negative concept of risk considers it to pose a threat and implies a certain loss,
damage, or unrealized aim. The neutral concept of risk considers it to be both an opportu-
nity and a threat, which implies that the result may be better or worse than expected. It
should be assumed that the following relationship exists between the risk and the desired
effect: the higher the risk, the higher the expected effect, and vice versa: a higher expected
effect requires the bearing of a higher risk [24].

In practice, the concepts of risk and uncertainty are often confused. A. Willet first
identified the differences between these terms in her study entitled “The Economic Theory
of Risk and Insurance” (1901); risk was defined as being objectively interdependent with
subjective uncertainty. Less than 20 years later, this topic was further addressed by F. Knight,
who separated risk from so-called uncertain events. He opined that risk is the potential for
deviations from the planned state, which can be calculated by applying probability or other
statistical and estimation methods. Uncertainty occurs when it is impossible to estimate
the probability of such a deviation [25].

Uncertainty, unlike risk, concerns changes that are difficult to estimate, or it is im-
possible to estimate the probability of a specific event occurring. Not all authors agree
with the distinction between the concepts of risk and uncertainty. Sinkey Jr suggested the
following definition of risk: “Risk is the uncertainty associated with future events and
the consequences of decision-making” [26], while Doerig opined that “uncertainty about
obtaining future results” represents a risk [27]. Today, however, the dominant approach
is to distinguish these two concepts. Uncertainty is defined as a state in which future
possibilities and the chances of their occurrence are unknown, and risk is used in situations
where the outcome of an event is unknown. Nevertheless, the probability of individual
possibilities coming true in the future is known or can be estimated [28].

Definitions of risk have also been formulated in the context of the objectives to be
achieved, concerning whether it is essential to consider the following definition: risk is the
danger of not achieving the objectives set when making the decision. Certain activities
entail the risk of a loss [29].

In the context of the multilayered nature of the above definitions, classifications of
risk are diverse, due mainly to the fact that, initially, research on risk was conducted with
respect only to specific segments of the financial market, i.e., insurance, banking and the
capital market [22]. No such classifications of risk have been defined for nonfinancial
entities, although a number of guidelines can be found in the Sarbanes–Oxley Act (SOX).
In addition, information on risk and the management thereof is provided in standards
implemented by various organizations and institutions, e.g.:

• The international ISO standard for an integrated risk management system: ISO
31000:2018—Risk management—Guidelines [30],

• The American risk management standard developed by COSO (The Committee for
Sponsoring Organizations of the Treadway Commission) [31].

However, it is worth noting that the concept of operational risk appears only sporadi-
cally in the requirements applicable to nonfinancial institutions.
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The topic of operational risk began to attract attention around 30 years ago following
the publication of the COSO internal control standard in 1992 [32]. The Basel Committee
defined the concept of operational risk as a part of its work on a set of recommendations
concerning sound risk management practices in banking known as Basel I.

A range of definitions of operational risk has been presented in various scientific disci-
plines (e.g., economics, finance, management and quality sciences). Generally speaking,
operational risk covers all types of risk that occur in enterprises that are not classified
as financial risk. Operational risk can be defined as “loss resulting from inadequate or
failed internal processes, people and systems, or from external events (e.g., natural disas-
ter)” [20,33].

The Basel Committee on Banking Supervision considers operational risk as the po-
tential for incurring losses due to insufficient or faulty systems, incorrect procedures and
methods of operation, human error, technical failures and external events. According to
this concept, the following risk factor categories can be distinguished:

• Processes—a category of losses incurred due to errors in the adopted procedures, an
insufficient number of existing procedures, or the complete lack thereof. Losses in this
category are not the result of intentional actions. They may be the result of human
error or noncompliance with the applicable procedures.

• People—the sources of this type of risk comprise the intentional or unintentional
actions of former or current employees to the detriment of the employer.

• Systems—this applies to losses incurred due to the failure of telecommunications or IT
systems, including software. Losses in this category are not the result of intentional actions.

• External events—losses that occur due to the impact of external factors on entities.
These may be losses caused by natural disasters as well as the actions of third parties.

Regarding shared services centers, it is crucial to what extent the company’s internal
organizational processes act to resist disruptions so that the organization is able to achieve
its economic goals. The same publication defines operational risk as the risk of material and
reputational losses and legal liability resulting from the maladjustment or unreliability of
processes and the related necessary resources (personal, material, information and financial)
and resulting from disruptions caused by the impact of internal and external threats. This
definition directly refers to the implementation of processes and their exposure to risk
through specific internal and external events that disrupt these processes to a certain extent.

It is important to stress that ensuring sustainable development and implementing
processes that reduce the negative impact on the environment and communities is one of
the most important responsibilities of modern enterprises. An accurate ESG risk assessment
is a major requirement for many investors, and acting in a legal manner requires compliance
with a wide range of regulations and standards. The impact of extreme weather phenomena
such as floods, droughts and hurricanes, as well as general climate change, may make it
difficult or even impossible to conduct business activities, and such potential threats should
be considered in the ESG risk assessment. ESG risk management should also consider
potential supply problems—from organizational issues through geopolitical tensions to the
challenges faced by contractors.

Today, devoting attention to environmental, social and corporate governance issues
is expected by both investors and customers. Therefore, all companies, regardless of size
and industrial sector, face pressure to implement and pursue strategies that allow for the
accurate determination of potential impacts concerning the above three factors and to
anticipate any potential threats. ESG-related risks should be treated as some of the most
critical business risks in the modern market.

Risk management is a system that includes methods and activities aimed at optimizing
risk in the everyday functioning of business entities and making rational decisions for
this purpose [34]. Risk management leads to a situation in which the organization’s
management is aware of the risk and its extent. The organization must not exceed the risk
limit consciously considered to be acceptable [35]. The consideration of risk must take into
account the existence of opportunities and threats, as well as the potential for covering
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any related losses. Effective management requires a detailed analysis and understanding
of the nature and scope of potential risks. This approach allows for the timely selection
of measures that act to moderate or prevent adverse impacts [35]. The risk management
strategy comprises an action plan that includes the formulation of objectives based on
anticipated changes concerning loss probability factors [34].

All those involved in running a business have attitudes toward risk, and the attitude
adopted is subjective. Typically, the approach to risk manifests itself in the form of limits
and restrictions. Furthermore, the assessment of specific identifiable risks does not mean
that the risks are acceptable for the organization. The decision requires that the company’s
management submit their opinions, based on which the decision is made as to the level
of acceptability of the risk and the potential for the occurrence of unfavorable scenarios if
the threshold values of the various defined indicators that are important from the point of
view of the business are exceeded. Therefore, companies face the critical task of identifying
and assessing risk and determining its permissible limits so as to respond appropriately.
Adhering to these limits should ensure that the desired results are achieved. Furthermore,
the rationale for influencing risk is closely related to the risk “appetite” and should be
communicated by the senior management to all the employees involved.

Contemporary risk management refers to a division into the following primary risk
groups: material, financial, strategic and operational risks. This study analyzes in detail the
operational risk management process since operational risk management is directly related
to the functioning of organizations and the processes that are involved in their business
activities in the ESG context. In the case of stable organizational operating processes, it
has been determined that addressing operational risk essentially involves dealing with
exceptions/deviations from planned activities or incidents [35]. In the case of shared
services centers, this type of management appears to be particularly justified due mainly to
the desire to consolidate standard processes and eliminate deviations. The operational risk
management process in such organizations should, therefore, be included in the general
management system, in the framework of which issues and problems resulting from the
fulfillment of risks should be addressed via both intuitive and situational approaches.

Operational risk is often considered to be the most dangerous risk category [36]
since it is often specific and varies significantly depending on the company and its market
situation; thus, no standard procedures can be defined. Operational risks are interconnected
in complex ways, thus rendering them difficult to manage. In an uncertain environment, the
action taken to reduce one operational risk may increase the likelihood of the occurrence
of risks in other areas. Operational risks may also exert a significant impact on other
types of risks (including ESG-related risks), the occurrence of which in the organization
is often the result of the poor management of critical processes by its management and
employees [37]. Both operational risk and ESG-related risks have a significant impact on
the performance of a company and financial risks. On the part of enterprises, including
multinational corporations using shared service centers, risk management requires a holistic
approach, taking into account the interconnectedness and impact of operational, ESG and
financial risks. Also, in turn, banks and other financial institutions lending to businesses
should also take a holistic approach to assessing a company’s creditworthiness. This is
in line with the concept of sustainable development, which requires taking into account
not only the economic and financial but also the social and ecological results of business
activity. However, the assessment of the social and environmental consequences of business
activities is much more complicated than the traditional analysis of the company’s financial
situation or the measurement of operational (nonfinancial) risk. Some spectacular examples
of ESG risk occurrence in international corporations are presented in Table 1.
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Table 1. Examples of materialization of ESG risks in corporations.

Name of the Company Time and Description of Event

BP

In April 2010, BP’s oil rig Deepwater Horizon exploded in the
Gulf of Mexico, creating an environmental disaster and
significantly impacting biodiversity. The total bill topped an
estimated $65 billion between fines and cleanup costs. It is an
example of realization ESG risk, operational risk (loss of
reputation) and financial risk.

Volkswagen (VW)

Poor governance resulted in millions of Volkswagen (VW) cars
being recalled after the company admitted to falsifying emissions
tests. As of mid-2020, the scandal had cost VW $33.3 billion in
fines, penalties, financial settlements, and buyback costs. This is
also an example of the realization of interconnected ESG,
operational and financial risks.

McDonald’s

In 2019, McDonald’s introduced paper straws that turned out to
be nonrecyclable. Aside from the questionable practice of cutting
down trees to make disposable straws, this was a classic example
of a corporate giant pretending to address an issue—in this case,
plastic pollution—without actually doing anything. This is an
example of so called Green Washing—the practice of making
brands appear more sustainable than they really are.

Sources: own elaboration.

Does the size of a firm affect ESG risk? A sample of 668 banks was analyzed for
the research [38] because the ambiguous evidence in the relevant literature regarding
the relationships between firm size and ESG risk justified the need for further scientific
investigation. The findings showed that while size appears to be negatively correlated
with ESG risk in the cross-section on average, the relationship is nonlinear and exhibits
a U-shaped pattern. The aforementioned study [38] provided some crucial insights and
suggestions for bank executives and equity investors by highlighting the significance of
diseconomies of scale in ESG risk management.

The categorization of ESG risk as an operational risk was deeply analyzed in the
following research [39]. Past studies have mainly focused on nonfinancial companies, often
motivated by an emphasis on social responsibility, but banks choose which companies
to fund and thus play a crucial role in promoting the public good of corporate social
responsibility (CSR). The Basel Committee on Banking Supervision suggests consideration
of significant ESG risks while ensuring risk management systems. Banks should be aware
of the influence of these new drivers on operational risk, which may increase strategic,
reputational, and regulatory compliance risks, as well as liability costs associated with
climate-sensitive investments and organizations [39,40]. As per the research, the importance
of banks in quantifying operational risk stems from the fact that significant operational
losses can result in equally large reputational losses, particularly when climate-related,
environmental, and social issues cause losses. In the latter case, bank market value can
potentially be deprecated due to reputational risk. Consequently, leveraging the results
of this study on nonfinancial entities, it can be concluded that from the risk management
perspective, ESG risks should be treated as manageable through the prism of operational
risk management tools and methods.

The analysis of the available literature on the subject strongly indicates that the orga-
nizational units involved in operational risk management should, primarily, be aware of
the threats, potential impacts and consequences inherent in their activities. Providing a
comprehensive and detailed approach to the typified risks and a clear vision of the risks
enables organizations to focus on effective controls. This depends on the risks and subrisks
defined in each business sector. It is recommended that the information on associated
monitoring controls be expanded, thus contributing to organizational risk management
focusing on sustainability [41]. However, it is important to have defined measures (Key
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Risk Indicator—KRI, Key Performance Indicator—KPI) in place that allow for the control
of the results of critical economic and financial activities and progress in terms of achiev-
ing set objectives, as well as the identification of problems that require intervention on
a continuous basis [42]. Moreover, it is advisable that systems are in place that signal
deviations from defined assumptions on a regular basis so that the appropriate action
can be taken. Undoubtedly, informing management systematically and immediately of
emerging threats or the failure of the measures applied depends on the implementation of
an effective communication process [43,44].

In addition, shared service centers operate on the basis of transferred processes;
thus, the main condition for the effective implementation of risk management in such
organizations concerns the application of a process approach and its full integration with
all the company’s management processes, as well as the basing of the risk analysis system on
an interdisciplinary awareness of the causes, mechanisms and consequences of risk [45,46].

The technological revolution is changing consumers’ perceptions of how their needs
should be met. New business rules are emerging, to which companies must systematically
adapt so as to maintain their competitive advantage and protect their place in the market.
The scientific and technological revolution that began at the turn of the 19th and 20th
centuries continues up to the present. Moreover, radical new features are emerging on a
continuous basis that are significantly accelerating the implementation of achievements in
all aspects of human life. It is impossible to imagine a world without the latest generation
of smartphones, ultra-thin laptops that can work for hours without charging, “smart
home” and “personal assistant” systems, cars with autonomous control, etc. Moreover, it
remains to be seen how the development of artificial intelligence will affect the enterprise
management process and the risk management process in particular. In addition, due to
the increased awareness of the risks associated with lean management, a new concept has
emerged in the area of risk management, i.e., lean risk management [47], which consists
of the rigorous monitoring of risk, the development of approaches to respond quickly to
random events, and the synergistic integration of risk management with project planning
and implementation (schedule, budget) using so-called lean tools. Its primary objective
is to increase the flexibility of the risk management process. This approach is aimed at
improving both efficiency and the management of resources, as well as a greater emphasis
on creating value for customers.

The literature has investigated the relationship between ESG and risk in different ways,
through multiple perspectives and approaches. Selection of all documents with “ESG”
and “Risk” in the title, abstracts and keywords available in Scopus and, after removing
nonrelevant papers, we are left with a sample of 589 documents published in the period
1983–2022, provided a view of the most important studies. The results show that over time,
ESG has gained increasing attention from the literature, but a clear taxonomy of ESG risks
appears to be missing [48]. The main conclusions concern the usage of keywords related
to sustainability and the evolution from “social responsibility” to a more comprehensive
term, such as “ESG”. The research [48] identified several key challenges that companies
face when attempting to integrate ESG factors into their decision-making processes, which
include a lack of standardized ESG data and metrics, difficulties in identifying material
ESG issues, and the need for greater transparency and accountability in ESG reporting.
Additionally, the core stream of research investigates the problems of asset managers and
companies in terms of how to improve economic or financial metrics through ESG investing.
Investigation of how to decrease ESG risk for companies and markets and the physical
risks of ESG and transition risk explicitly are much less exploited.

Even a cursory review of existing sustainability data sets will quickly reveal that key
ESG performance and risk indicators are spottily reported, inconsistently calculated, rarely
verified and often irrelevant to risk managers. This drives the conclusion about the need
for rigorous standards [49,50]. On the other hand, assessment tools like scenario analyses
and stress tests, sensitivity analyses and value-at-risk models are still at the rudimentary
stages when it comes to applying them to sustainability matters. As a result of an analysis
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of Swedish multinational corporations [51], it was concluded that mandating companies to
disclose more ESG information will not significantly impact changing corporate behavior
toward enhancing ESG performance. Thus, there is a need to rethink how novel approaches
can be developed to change corporate behavior and improve ESG performance and how
companies hereby can contribute to sustainable development.

Increased public pressure on corporations to disclose their environmental, social, and
governance performance has led to ESG reporting. Corporate reporting on social outcomes
is more complex because of diverse beliefs about the most beneficial or detrimental impacts
of corporations on society. One of the research studies briefly shows [52] that societal
reporting that focuses initially on areas where widespread agreement already exists about
what constitutes good or harmful social outcomes. Specifically for SSCs, the governance
factor calls the shots, but social and environmental factors should be considered as well:

1. Environment: Most SSCs are located in city centers and are well connected with local
universities. A key trend across most major office markets in Poland is the rise in
demand for services related to adapting the workplace and offices to the new standard
(buildings with ESG criteria). ESG and sustainable development issues are growing
trends, and environmental profit in projects in the era of climate change is becoming
no less important than financial profit [18].

2. Society: This aspect concerns those initiatives that have a social impact not only
externally, directly, and indirectly but also within the company: human resources
management, working conditions and standards, customer management, and impacts
on the community [53].

3. Governance: This aspect is more related to the organizational and administrative
aspects, as well as to the internal policies, the mechanisms for assigning objectives,
and managerial duties. Among others, it also concerns the degree of autonomy and
independence of specific roles, ethical and behavioral codes, operating regulations,
the degree of transparency and the quality of reporting and risk prevention plans [53].
This is the most nonobvious factor in the entire analysis, mainly due to the distributed
ownership of processes, what risks are transferred to the SSC along with financial
processes, and where the responsibility for them actually materializes.

Nowadays, the sustainable approach of companies in doing business is becoming
increasingly common and expected by the stakeholders. In the study [54], it was found that
a company’s ESG performance positively affects its market capitalization. The results of
the mentioned research conducted on an international scale demonstrate that the corporate
financial performance of ESG reporting companies is better than that of others. The results
allow us to assume that investors expect companies to present ESG reports, and ESG
reporting companies tend to be valued higher by the market. In a different research [55], it
was examined whether firms that use ESG reporting guidelines increase their quantity of
disclosed sustainability information. Furthermore, it was assessed whether firms tend to
pursue process- or content-focused verification. Firms that follow ESG guidelines disclose
39% more sustainability information compared to firms that publish sustainability reports
but do not follow ESG reporting guidelines. Content-focused verification leads to greater
information disclosure than process-focused verification in that firms publish 23% more
text in their sustainability reports. Specifically, it is important for SSCs because of the
process-oriented structure, and most global ESG reporting guidelines endorse process-
focused verification. This verification is less effective than content-focused verification at
encouraging firms’ information disclosure. As conducted in the other research [53], on
the one hand, there are difficulties in translating the frameworks examined into effective
tools integrated into company processes (especially concerning the size of companies). On
the other hand, there is an increase in the evidence of the need not to waste human and
financial resources but to optimize them already at the individual company level towards
the objectives of sustainable development. Investing in the Sustainable Development Goals
through an ESG approach, being integrated into all production, management, and control
processes would mean not only preserving tangible and intangible assets in the long term
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but also creating long-term value for stakeholders. Alongside the construction of suitable
internal risk management models integrated for ESG sustainability factors, it is essential to
define coherent Management by Objective (MBO) plans that are also integrated for ESG
factors to ensure consistency between the various internal corporate processes and between
these and the objectives for sustainability.

OECD [56] recommends improving the transparency and credibility of ESG rating
methodologies and promoting market integrity. While some market participants may use
elements of ESG ratings to support climate risk management, they also include information
on environmental impact, human rights, and corporate governance. The last point is the
most valid for SSCs. The integration of sustainability criteria in all enterprises’ decision-
making and risk management and control processes becomes more effective and coherent
with the Sustainable Development Goals [57].

Furthermore, ESG performance mainly affects enterprise risk through three channels [58]:

1. Firm reputation;
2. Information transparency and reporting of sustainable development goals (SDGs);
3. Internal control.

Generally, firms with better ESG performance are more likely to have sound risk
management frameworks.

3.2. Survey

In terms of the objectives of the study, the key issue with respect to the survey was to
identify the extent to which SSCs implement risk management systems and whether they
include an ESG component. The results are presented employing the synthetic approach
for further discussion in the next section of the paper. As described in Section 2, Materials
and Methods, the study population consisted of companies that operate in Poland with
SSCs that were created as a part of an international capital group and that provide services
to internal entities. As per information collected by the authors, in 2023, there were a
total of 435 SSC/GBS centers. Not all companies using SSCs agreed to participate in the
study and, as a result, 70 interviews were collected with answers. Purposive sampling was
used mainly due to the impossibility of using random selection, resulting from the lack of
appropriate data about the surveyed entities from a reliable source.

The first set of questions focused on obtaining general information on the size and
scope of the shared service center. The most important information required for further
analysis concerned confirmation of the existence of a risk management system. Just 67% of
the interviewed organizations stated that a risk management system had been implemented
at the shared service center level and 24% confirmed that the risk management process is
out of scope in their shared service center. This information slightly changed the focus with
respect to the analyzed hypothesis since the nonexistence of a risk management process in
the operation of the SSC rendered it extremely difficult to consider the implementation of
an ESG risk analysis for the remaining 33% of the sample.

The next three questions focused on the priorities of the organization with respect to
operational risk management. The questions addressed the interest of the organizations
concerning the reduction of the incidence of human error and losses caused by fraud,
and inefficient systems. Almost 93% of the respondents confirmed that their organization
works to reduce errors caused by noncompliance with internal procedures and the same
percentage confirmed that losses caused by fraud and inefficient systems are concerns for
their organizations.

The next question concerned the requirements of auditors or regulators in terms of
conducting audits, even if the process is considered risk-free. In this case, 75% of the
respondents disagreed with the statement that such requirements are imposed, and 21%
of respondents confirmed their existence. This question was also asked as part of the case
study that analyzed the types of risks reported by shared service centers so as to further
verify the truthfulness of this statement. This was a significant finding of the research,
especially in terms of risk management in the area of ESG reporting. Despite the enormous
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pressure that international organizations are exposed to, none of the respondents indicated
the regulator requirements for ESG reporting.

Finally, a question was asked concerning the justification for the lack of internal
control concerning processes that do not generate errors or expose the company to the risk
of embezzlement. Almost 79% of respondents agreed that such a lack of internal control
is justified.

The second part of the questionnaire characterized the sample companies in terms of
the following components:

1. Employing entity;
2. Locations of the employing entity;
3. Organizational level of the positions in the company;
4. Size of the company: number of internal units;
5. Size of the company: number of employees;
6. Scope of services.

Following the above structure, 98% reported that they belong to an SSC organization.
Most of the respondents reported locations in Łódź, Warsaw and Wrocław. From the
organizational level perspective, 37% of respondents reported the managerial level, and
33% the leader level. Of the analyzed SSCs, 39% provide support for 50–100 units, 30% for
20–50 units, and 20% for more than 100 units. Concerning the number of employees, of the
analyzed SSCs, 49% employ 100–300 people and 40% employ 301–1000 people. Finally, the
main finance services managed by the selected SSCs comprise the following:

1. Liabilities;
2. Receivables;
3. Cash management;
4. Taxes;
5. Purchasing;
6. Internal controls;
7. Corporate functions;
8. Customer service;
9. Internal audit.

As an introduction for further parametric tests, the results obtained were analyzed
from two perspectives: the number of employees and the number of entities in scope for
SSC (intergroup comparison).

This approach allowed us to define the independent variable necessary for further
analyses (Figure 1). At the initial data analysis stage, the responses were checked in the
area of the acquired processes, with particular emphasis on internal controls and corporate
functions. The choice of these two areas was dictated by the fact that processes related
to broadly understood ESG risk can be thoroughly analyzed if SSC has them in its scope
of activities.

If we treat the number of employees as the independent variable and the process we
are interested in as the dependent variable, it follows that in terms of internal controls, this
process is transferred to those SSCs that meet the following criterion: 84% of interviewed
SSCs employed more than 301 people. The same conclusion applies to corporate functions,
as presented in Figure 2.
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Based on the above data, a preliminary conclusion can be drawn that ESG risks should
be analyzed with a much higher probability in entities employing more than 301 people.
From the point of view of the number of units served, this disproportion is much higher, as
presented in Figure 3. SSCs with more than 51 entities in the scope of services most likely
migrated processes of internal controls and corporate functions.

Internal controls were transferred to SSCs serving up to 50 units by 85% and corporate
functions by 88%.

Using the exact data breakdown, the structuring of the risk management process was
carefully analyzed. Based on the data presented in Figure 4, this may lead to the preliminary
conclusion that in large SSC entities, there is an inevitable blurring of responsibility for the
risk management process in favor of focusing on the elementary elements of the process
performed within the SSC. This may directly impact risk management in the ESG area and
pose a threat to the identification of this risk in the activities of the shared services center.



Sustainability 2024, 16, 2413 15 of 25Sustainability 2024, 16, x FOR PEER REVIEW 15 of 26 
 

 
Figure 3. Processes migrated into the SSC structure based on entities in scope. Sources: Own study. 

Internal controls were transferred to SSCs serving up to 50 units by 85% and corpo-
rate functions by 88%. 

Using the exact data breakdown, the structuring of the risk management process was 
carefully analyzed. Based on the data presented in Figure 4, this may lead to the prelimi-
nary conclusion that in large SSC entities, there is an inevitable blurring of responsibility 
for the risk management process in favor of focusing on the elementary elements of the 
process performed within the SSC. This may directly impact risk management in the ESG 
area and pose a threat to the identification of this risk in the activities of the shared services 
center. 

  
Figure 4. Structured risk management. Sources: Own study. 

To validate this initial conclusion further, considering that regression methods have 
become an integral component of any data analysis concerned with describing the rela-
tionship between a response variable and one or more explanatory variables, logistic re-
gression was used to analyze these data and to describe the relationship between an out-
come (dependent or response) variable and a set of independent (predictor or explanatory) 
variables (often called covariates) [59]. For the purpose of this analysis, the dependent 
variable was assigned to the implementation of structured risk management, and covari-
ates are the number of employees and the number of entities in scope for SSC. SPSS 

Figure 3. Processes migrated into the SSC structure based on entities in scope. Sources: Own study.

Sustainability 2024, 16, x FOR PEER REVIEW 15 of 26 
 

 
Figure 3. Processes migrated into the SSC structure based on entities in scope. Sources: Own study. 

Internal controls were transferred to SSCs serving up to 50 units by 85% and corpo-
rate functions by 88%. 

Using the exact data breakdown, the structuring of the risk management process was 
carefully analyzed. Based on the data presented in Figure 4, this may lead to the prelimi-
nary conclusion that in large SSC entities, there is an inevitable blurring of responsibility 
for the risk management process in favor of focusing on the elementary elements of the 
process performed within the SSC. This may directly impact risk management in the ESG 
area and pose a threat to the identification of this risk in the activities of the shared services 
center. 

  
Figure 4. Structured risk management. Sources: Own study. 

To validate this initial conclusion further, considering that regression methods have 
become an integral component of any data analysis concerned with describing the rela-
tionship between a response variable and one or more explanatory variables, logistic re-
gression was used to analyze these data and to describe the relationship between an out-
come (dependent or response) variable and a set of independent (predictor or explanatory) 
variables (often called covariates) [59]. For the purpose of this analysis, the dependent 
variable was assigned to the implementation of structured risk management, and covari-
ates are the number of employees and the number of entities in scope for SSC. SPSS 

Figure 4. Structured risk management. Sources: Own study.

To validate this initial conclusion further, considering that regression methods have
become an integral component of any data analysis concerned with describing the relation-
ship between a response variable and one or more explanatory variables, logistic regression
was used to analyze these data and to describe the relationship between an outcome (de-
pendent or response) variable and a set of independent (predictor or explanatory) variables
(often called covariates) [59]. For the purpose of this analysis, the dependent variable was
assigned to the implementation of structured risk management, and covariates are the
number of employees and the number of entities in scope for SSC. SPSS software version
29.0.2.0 was used to calculate the logistic regression and tables presented below were
extracted from the software directly.

Not all companies using SSCs agreed to participate in the study, so 70 interviews were
conducted with answers. Five were excluded to keep the dependent variable’s dichotomic
character from all the cases analyzed (answer “I don’t know”). The total number of cases
taken for logistic regression was 65.

As a next step, an initial model was created with the purpose of confirming whether
the variables included in the model allow for better prediction of the implementation of
structured risk management. From a statistical point of view, it is evident that the model
is not significant to predict the implementation of structured risk management with the
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result of 0.870. As the model creation and validation was not the research objective, the
authors decided to focus only on covariance dependencies.

Table 2 presents variables in the equation, which means how the number of employees
and the number of entities in scope for SSC drives the structuring of the risk management.
The most important information is significance, in this case, the significance of two defined
covariables: the number of employees and the number of entities in scope for SSC. Exp(B)
addresses how a given factor increases the chances of structuring risk management.

Table 2. Variables in the Equation.

Sig. Exp (B)

Number of employees 0.826 0.895

Number of entities in scope 0.604 1.217
Sources: Own study.

Although the model itself indicates a lack of statistical significance, it is worth noting
that the level of significance is slightly lower in relation to the number of units handled,
specifically for covariances. Data aggregation allowed for a slight reduction in the indica-
tions of both variables but not enough for the variables to become significant. Considering
the above and the small sample size selected for the study, it may be worth considering
expanding the scope of the study and expanding the sample as a direction for further research.

An interesting perspective is brought to the analysis through the prism of the orga-
nization’s priorities in reducing losses resulting from human errors, embezzlement, and
unreliable systems (Figures 5 and 6). There were no significant differences in the impor-
tance of these factors for the organization according to the entity’s size or the number of
entities served.
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Nevertheless, for the “I definitely agree” answer, there was a much higher share in
large SSCs (Figure 7).
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The results of the questionnaires allowed for the conclusion that operational risk
management is not strongly represented in the structures of SSCs. Based on the empirical
studies, it is evident that ESG risk is likely unrecognized in these organizations due to
a blurred responsibility for risks and difficulty regarding ownership, accountability, and
communication that characterized risk management in diffused organizations such as SSCs.

3.3. Case Study

The population of the study consisted of companies that operate in Poland that have
SSCs that were created as part of an international capital group and that provide services to
internal entities. The approach taken to the selection of companies was the same as for the
survey described in Section 2. Of the 146 companies defined as the initial population that
meets the research criteria, financial statements were identified for 60 entities. Not all these
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financial statements could be used in the research since, in many instances, the SSC was
created in the form of an organizational division (without separate reporting). The analysis
of the reported risks was based on publicly available statements. A significant majority of
the selected companies reported and analyzed the following financial risks only:

1. Liquidity risks;
2. Market risks, specifically concerning exchange rate and interest rate risks;
3. Credit risks.

The results of the analysis are presented in Table 3.

Table 3. Analysis of the risks considered by Polish SSCs.

Type of Risk Credit Risk Liquidity Risk Exchange
Rate Risk

Interest
Rate Risk Other Risks

No. of entities that analyze the
specific risk 38 30 46 42 12

Structure
(no. of responses/total entities) 63% 50% 77% 70% 20%

Own study results.

Based on the results presented in Table 3, it can be concluded that the most common
risks faced by selected SSCs in Poland concern exchange rate and interest rate risks (77%
and 70%, respectively). Based on the Polish Accounting Act, the management report on the
entity’s activities must include significant information on the company’s financial situation,
including a performance assessment, an indication of risk factors and a description of po-
tential threats, particularly information on the risk of price changes, credit risks, significant
disruption to cash flow and a loss of financial liquidity to which the entity is explicitly
exposed. This factor was the reason for the selection of financial risks for further analysis. It
is important to highlight that 8 of the 60 analyzed entities (13%) did not provide an analysis
of or report any risks in their financial statements.

As shown in Table 3, only 20% of the selected entities reported nonfinancial (opera-
tional) risks. However, it seems that all the listed risks are relatively common and applicable
to all business entities, not just SSCs. A list of the reported risks is provided below:

1. Risks related to recruiting and managing staff, the building of structures, transfer of
knowledge, dynamics of the labor market, and the management of own resources
(including the risk associated with difficulties in recruiting qualified staff and increases
in employment costs);

2. Risks related to the loss of key employees;
3. The risk of losing key customers;
4. Risks related to the activities of competing companies;
5. Risks related to economic factors and external environmental impacts (including the

risks associated with rising inflation);
6. Risks related to the general economic situation, level of competition in the market and

changes in legal regulations;
7. Risks related to new services and new technologies;
8. Operational risks related to the conflict in Ukraine;
9. Risks related to the epidemiological situation (COVID).

No mention was made of ESG-related risks in any of the financial statements. In
order to cross-check this initial result, the authors referred to the respective group (higher
level) websites to discover whether or not ESG is reported. In all cases, the group web
pages reported information on corporate responsibility and ESG awareness. Thus, it can be
reasonably concluded that the results of the case study confirm the results of the survey, i.e.,
that ESG awareness has not yet cascaded down to the shared service center level, where
the “S” factor remains the most crucial factor for the business.
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4. Discussion

The concept of using third parties to provide services has been applied for thousands
of years in the business context; it was first used for the collection of taxes in Rome [60].
According to official records, Adam Smith was the first to consider the idea of outsourcing in
The Wealth of Nations, published in 1776 [61]. Since the division of labor and specialization
foster enhanced cooperation between employee groups and the advancement of individual
efficiency, they exert significant impacts on the optimization of productivity [62].

Businesses have been increasingly outsourcing administrative support functions,
including information technology, finance, accounting and human resources, in addition
to facility management, over the past 20 years. In certain situations, companies decide to
outsource their operations to a third party rather than performing them internally, usually
due to cost and efficiency considerations [63]. As Henry Ford suggested, “If there is a thing
that we cannot do more efficiently, cheaper or better than the competition, there is no point
in doing it further—we should hire someone who does it better than we do” [64].

SSCs and outsourcing companies share certain similarities, including the fact that both
are independent businesses with ongoing operations. The main way in which SSCs differ
from outsourcing companies is that instead of outsourcing tasks, they are handled by a
specially created unit within the organizational structure and are managed by the parent
company. SSCs are organizationally independent and fully accountable for controlling
costs, quality and delivery times. They conclude service-level agreements (SLA), i.e., legal
contracts, with their internal clients that specify the type, extent and cost of the services
provided. Furthermore, with their own set of specialized resources, SSCs offer clearly
defined processor knowledge-based services to multiple business units or divisions within
the respective organization [65].

In terms of costing and improving service performance, SSCs provide a competitive
alternative to outsourcing, re-engineering, organizational restructuring and other similar
“solutions”. Global performance standards and rapid technological advancement lead to
creative structures and tactics and answers to challenging business issues [65].

The 1990s saw a significant increase in interest in improving the ability to cope with
uncertainty and its negative impacts at the organizational level. This led to the development
and application of tools, techniques, processes and methodologies typically classified as
“risk management”. This was due mainly to the growing importance of work that requires
knowledge rather than physical effort, the adopting of a holistic view of the organization
and its activities, the growing importance of project work and process management, the
increasing importance of the role of technology and the uncertainty associated with it,
constantly growing competitive pressure, increasing turbulence in the business environ-
ment, the increase in the complexity of business activities and the emergence of advanced
structures with specialized units for process management, the continuing trend toward
globalization and the growing burden of regulation [66]. This resulted in the need for
ready-made risk management methods and techniques, which, after some time, were
standardized, unified and embedded in the frameworks of standards and good practice.

Risk management should consider both the business activities of the entity and form
one of the components of the broader management process of the company. It is worth
noting that the models created for the risk management of projects should be consistent
with the company’s risk management framework. Risk management principles make up a
central part of the enterprise management process. The initial stage consists of determining
the overall risk management system concept; this is then followed by the development of
the risk management procedures and their subsequent implementation.

Operational risk concerns the current functioning of the organization and is related
to the implementation of existing objectives and activities. Operational risk includes
organizational risks, decision risks, documentation risks, supervision and control risks,
information (other than financial reporting) and communications risks, human resources
risks, and risks relating to internal regulations, contracts, environmental aspects, IT systems,
and the company’s internal infrastructure [24]. Table 4 presents a list of selected operational
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risks and their sources, focusing on correlation with ESG aims. The table was introduced as
the result of the analysis of multiple sources, including the risk registers of selected public
sector entities.

Table 4. Operational risks and their sources in ESG.

Operational Risk Type Source of Risk

Organizational risk

Frequent changes in the organizational structure
Lack of an ESG risk management process or a process inadequate to the
risk incurred
Incorrect definition of operational goals, tasks, and measures of their
implementation

Documentation risk
Errors in documentation
Incorrect documentation
Incorrect document flow

Supervision and control risk Inadequate supervision of document flow
No control other than financial

Information and communication risk
Improper circulation of information
No ESG procedures
Different interpretations of information

Human resources risk

Internal fraud: unauthorized actions, intentionally made mistakes
Inappropriate HR policy and failure to maintain occupational safety: high
employee turnover, too small a team of people to perform tasks, employee
incompetence resulting from lack of training, improperly defined and/or assigned
duties, responsibilities, and rights at individual positions, ineffective motivation
system, personnel changes resulting from changes in the organizational structure
No candidates for specific positions
Failure of employees to comply with procedures and regulations
Unintentional mistakes made by employees
Untimely and unreliable performance of tasks
Health hazards due to working conditions
Taking no action

Risk of internal regulations and contracts

No instructions, adjustments, or updates
Occurrence of events unforeseen in instructions and regulations
Errors of a legal nature when drawing up contracts—risk related to failure to
provide services, delivery of services or products by suppliers that are inconsistent
with the order, failure to perform the contract due to errors of a legal nature

Risk of relations with the environment
Lack of cooperation/conflicts between individual departments
Bad relationships with service providers
Bad relations with service beneficiaries

Own study based on [24].

It would seem logical that shared service centers are willing to engage in the trend
toward increasing transparency via the reporting of operational risks, particularly since the
extension of ESG-related legal regulations to include small and medium-sized entities will
require the reporting of environmental, social and governance components of operational
risks. However, the empirical research conducted indicated that most shared service centers
do not take an active role in the wider analysis of risk; rather, they focus exclusively on the
financial risk perspective and provide stakeholders with only basic information.

In this context, it is worth considering the role of financial auditors in advocating the
extension and quality improvement of the risk analysis systems of such entities. From the
different angle, the use of IT increases the analytical capacity of internal auditors, which
translates into expected gains in terms of detecting irregularities in accounting records,
theft of assets, or inefficient operations. As a consequence, improvement in the quality of
internal audits will have a positive effect on corporate governance, helping organizations
to achieve higher levels of sustainability [67].
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Corporate social responsibility (CSR), which has been under discussion for many
years, has been extended via the adoption of environmental, social and governance (ESG)
principles. ESG essentially comprises a forward-looking integrated risk management (IRM)
approach, driven by investors due to climate change, aimed at identifying those companies
that are likely to prosper and those that are likely to decline in an increasingly uncertain
social and environmental landscape.

ESG is complex and, in order for coherent corporate reporting to be eventually con-
tained in one report, i.e., the main report, and not merely in terms of financial capital as
is currently the case, but in terms of all forms of capital, reporting across the various ESG
standards that define and specify metric requirements is set to become more difficult since
such requirements are interwoven with legal regulations and statutes. In the new world of
stakeholder capitalism, where issues are addressed “in the round” and not simply through
the narrow perspective of the few, it is necessary to have one view of what matters most
in order to understand what is important for all stakeholders, not just shareholders, so
that investors can invest confidently and consumers can consume confidently. Investors
are searching for evidence-based reporting that explains how risk factors are anticipated
in terms of impacting the company’s financial performance. The long-term viability and
sustainability of organizations lie at the center of this investigation process. While the
business landscape has always included regulators, regulators now expect businesses to
act responsibly and sensibly in all their operational areas, including financial reporting
and the reporting of environmental impacts. Although organizations have faced uncer-
tainty in the past, there is now a renewed urgency to not only address risks but also to
clearly take action that speaks to all of these stakeholders and points to a robust, viable
and productive future [68]. The main contributor to a greater awareness of the company’s
role in achieving the SDGs, and the importance of their integration into business models
is the company’s culture and values are the main motivation for integrating the SDGs
(Sustainable Development Goals) [69].

5. Conclusions

The main objective of this paper was the identification of the role of ESG factors in
operational risk management and performance reporting in shared service centers (SSCs)
in Poland. This study aimed to significantly contribute to the existing state of the art of ESG
initiatives. The previously mentioned analysis described in Section 3.2 provides significant
insights that could improve corporate decision-making and ease the creation of policies in
this specific area by the initial development of a structural, relational model that examines
the relationship between environmental, social, and governance (ESG) variables and risk
management in shared services structures.

ESG risks should be analyzed with a much higher probability in entities employing
more than 301 people and SSCs having more than 51 entities in the scope of services. In
large SSC entities, there is an inevitable blurring of responsibility for the risk management
process in favor of focusing on the elementary elements of the process performed within
the SSC. This may directly impact risk management in the ESG area and pose a threat to
identifying this risk in the activities of the shared services center. Based on empirical studies,
it is evident that ESG risk are unrecognized in these organizations. Risk management in
diffused organizations such as SSCs is characterized by blurred responsibility for risks and
difficulties regarding ownership, accountability, and communication. This only confirms
the novelty of this research and provides further direction.

The conclusion concerning Hypothesis 1 is as follows: The supposition that, to date,
environmental, social and governance risks have not been considered by selected shared
service centers was positively validated. At this stage, they focus only on basic financial
risks and ignore the broader perspective. Thus, the promotion of the ESG practices of such
organizations is currently the most critical consideration.

Concerning Hypothesis 2, following the introduction of a new EU directive, inter-
national corporations will be required to change their risk reporting strategy in cases of
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service outsourcing, one of the essential elements of the study concerned cross-checking
as to whether the analyzed entities at the group level confirmed the implementation of a
broadly understood corporate social responsibility approach; the answer was affirmative,
which did not come as a surprise. However, the key question relates to how ESG-related
activities will be cascaded down to subsidiaries, especially those that follow internally sepa-
rated processes and often operate globally. Concerning the analysis of financial statements,
at this stage, few entities even consider operational risk, including ESG-related risks.

However, the most significant change resulting from the CSRD will concern how man-
agement reflects the sustainability agenda in the company’s business strategy. Although
some executives already incorporate ESG-related issues into their key activities, this prac-
tice is not yet widespread. The CSRD should change this situation by increasing the level
of transparency. Under the provisions of the directive, management must demonstrate how
they have assessed the business opportunities and risks related to sustainability issues and
the possible impact on the company’s financial results. Company managers must explain
whether and how the company’s overall strategy considers sustainability factors and their
economic implications and plans to improve the company’s sustainability performance.

ESG comprises the core framework for enterprises pursuing sustainable development
objectives. Integrating ESG into the business management and investment decision-making
processes has become an international passport for enterprises to practice sustainable
growth [70]:

1. Companies should re-examine their internal governance approach to consider how
to fully exploit the positive impact of ESG on the economic consequences of aspects
surrounding the appointment of senior management, the design of the organizational
structure and employee training so as to actively build effective risk prevention and
“protection” mechanisms.

2. Based on providing a comprehensive understanding of the importance of ESG, sus-
tainable development policies and regulations and information disclosure systems
should be designed in order to standardize the behavior of enterprises and to pro-
vide substantive suggestions for improving the ESG evaluation system from the
practical perspective.

The policy directions indicated above will also serve to determine the direction of
further research in this area, specifically regarding SSCs. The creation of a comprehensive
set of potential operational risks, including ESG risks, would help prepare SSC entities to
devote more attention to operational risks in their financial statements. At a time when
robots and artificial intelligence can do work, and constant standardization and automation
are becoming everyday occurrences, the fact that companies will look for ready-made
solutions no longer arouses any emotions. Considering that processes in shared service
centers are practically unified on a national and international scale, creating a standard
relational model to be used at the organization level and at the process level that would
apply to every structure (only if specific conditions are met) is the innovative direction for
further research.

In addition, because purposive sampling was used in the article, a representative
sample was not obtained, and inferences concerned a selected group of entities. The first
results from the empirical research and the lack of appropriate data about the surveyed
entities from a reliable source constitute a further research direction, which should address
obtaining data on the entire population of entities meeting the study criteria requiring a
nationwide survey. As a result of a nationwide study, conclusions that would apply to all
SSCs in Poland could be obtained.
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Poland, 2013.
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https://doi.org/10.3390/su152416831
https://doi.org/10.3390/su152416592
https://doi.org/10.3390/su151813958
https://doi.org/10.3390/su12114525
https://doi.org/10.1108/SAMPJ-10-2014-0065
https://ksiegowosc.infor.pl/wiadomosci/5424598,Raportowanie-niefinansowe-nowa-dyrektywa-CSR.html
https://ksiegowosc.infor.pl/wiadomosci/5424598,Raportowanie-niefinansowe-nowa-dyrektywa-CSR.html
https://www.consilium.europa.eu/pl/press/press-releases/2022/11/28/council-gives-final-green-light-to-corporate-sustainability-reporting-directive/
https://www.consilium.europa.eu/pl/press/press-releases/2022/11/28/council-gives-final-green-light-to-corporate-sustainability-reporting-directive/
https://www.consilium.europa.eu/pl/press/press-releases/2022/11/28/council-gives-final-green-light-to-corporate-sustainability-reporting-directive/
https://www.esginfo.pl/dyrektywa-csrd-czego-dotyczy-i-co-zmieni/
https://www.esginfo.pl/dyrektywa-csrd-czego-dotyczy-i-co-zmieni/
https://www.gpw.pl/pub/GPW/ESG/ESG_Reporting_Guidelines.pdf
https://www.gpw.pl/pub/GPW/ESG/ESG_Reporting_Guidelines.pdf
https://doi.org/10.3390/su16020614
https://www.pwc.pl/pl/artykuly/dyrektywa-csrd-jakiezmiany-wprowadza-w-raportowaniu-esg.html
https://www.pwc.pl/pl/artykuly/dyrektywa-csrd-jakiezmiany-wprowadza-w-raportowaniu-esg.html
https://doi.org/10.1016/j.ijsu.2010.02.007
https://www.ncbi.nlm.nih.gov/pubmed/20171303
https://www.paih.gov.pl/wp-content/uploads/0/145401/145483.pdf
https://www.paih.gov.pl/wp-content/uploads/0/145401/145483.pdf
https://absl.pl/en/emeas-business-services-landscape
https://doi.org/10.2307/1884757
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=3f850df4c9cb94834356abfa91a921e7c667b3b7
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=3f850df4c9cb94834356abfa91a921e7c667b3b7


Sustainability 2024, 16, 2413 24 of 25
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