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Some definitions of  

organisational culture 

• The way we do things round here. (Bower, 
1966; McKinsey) 

• The way we decide to do things round 
here. 

 

• The culture of a group arises from the 
repeated behaviour of its members. The 
behaviour of the group and its constituent 
individuals is shaped by their underlying 
attitudes. (IRM, 2012) 



Some definitions of risk culture 

• …the values, beliefs, knowledge and 

understanding about risk, shared by a group 

of people with a common purpose … (IRM, 

2012) 

• The norms and traditions of behaviour of 

individuals and of groups within an 

organisation that determine the way in which 

they identify, understand, discuss and act on 

the risks the organisation confronts and the 

risks it takes. (IIF, 2009) 



Key words 

• Organisation 

– Individuals 

– Groups 

• Behaviour 

• Attitudes 

– Values 

– Beliefs 

• Tradition / built over time / repeated 

• Never static  



Who or what influences risk and 

behaviour? 

• Individuals 

– Family 

– Friends 

– Education and teachers 

– Social groups and social networks 

– Press and other media 

– Age 

– Religion 

– Law 

 

 



Who or what influences risk and 

behaviour? 

• Organisation - internal 

– Board and senior management 

– Colleagues 

– Policy 

– Organisational structure 

 



Who or what influences risk and 

behaviour? 

 

• Organisation – external 
– Political 

– Regulatory 

– Economic 

– Social 

– Technological 

– Environmental 

– Legal 



Person 

Organisation 

External 
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Why a healthy risk culture 

matters 
 

• Better decision-making 

• Competitive advantage - your DNA is unique 

• ‘Making money is an important measure of 

success (for investors, entrepreneurs and 

employees) but a business won’t make money 

for long unless it understands how it wishes to 

make money.’ 
[Prof Roger Steare, Cass Business School, London] 

• Values drive value 



Why a healthy risk culutre 

matters 
• Banking crisis 



A Typical Crisis Model
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 Dr Simon Ashby, The 6 C’s of the financial crisis, (Financial Services  

     Research Forum, Nottingham University Business School: April 2010) 



The banking crisis 

• The trigger:  Asset bubble 
– Sub-prime lending 

– Complex instruments (failure to challenge or understand) 

• Organisational design and structure 
– Failure to apply good risk management and governance 

– Rating agencies – over-reliance; incompetent 

– Regulators and the regulatory regime (Basel II) 

• Economic and strategic imperatives 
– The banking ecosystem: failure to understand systemic risk 

– Electoral imperatives (politicians) 

• Cultural and human factors 
– Human behaviour (greed, herd instinct, bullying, hubris etc) of 

banks, customers, politicians, regulators 

 



The banking crisis 

• The trigger:  Asset bubble 
– Sub-prime lending 

– Complex instruments (failure to challenge or understand) 

• Organisational design and structure 
– Failure to apply good risk management and governance 

– Rating agencies – over-reliance; incompetent 

– Regulators and the regulatory regime (Basel II) 

• Economic and strategic imperatives 
– The banking ecosystem: failure to understand systemic risk 

– Electoral imperatives (politicians) 

• Cultural and human factors 
– Human behaviour (greed, herd instinct, bullying, hubris etc) 



US Congressional Financial Crisis 

Inquiry Commission (2011) 

‘The crisis was avoidable.’ 

The key conclusions were that there were: 

‘dramatic failures of corporate governance 

and risk management at many 

systemically important financial 

institutions’ 

‘a systemic breakdown of accountability and 

ethics’ 



Why a healthy risk culture 

matters 
• Banking crisis 

• Merger risk 



Merger risk 

• Staff 

• Fraud 

• Process failures (unfamiliar systems and not 

knowing ‘the way we do things round here’) 

 

• What is the new culture? 

 



Why a healthy risk culture 

matters 
• Banking crisis 

• Merger risk 

• Reputation risk 



Reputation 

 

The purest treasure mortal times afford 

Is spotless reputation; that away, 

Men are but gilded loam or painted clay. 
       (Richard II, I, ii) 



Reputation risk 

• The risk that we will not live up to the 

expectations of our stakeholders. 

 



Reputation risk stakeholders 

Direct Licence holders – the influencers 

Customers / clients 

Employees 

Suppliers 

Investors 

Business partners 

Regulators 

Opinion formers 

     Broadcast, print, social media 

Politicians 

     Political and other lobbyists 

Local community 

Consumer activists 



Stakeholders and reputation risk 

relationship managers 

Reputation stakeholders Reputation risk relationship 

managers 

Customers Business line 

Suppliers Procurement 

Employees Management and HR 

Investors Investor relations 

Regulators Compliance 

Customer interface Support functions e.g. IT 

Third-party agents Business line 

Press Press and public relations 

Politicians Public affairs or CEO 
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What do we mean by a healthy risk 

culture? 

 

 

• Doing the right thing for the right reason, 

even when nobody’s looking. 

• Values, ethics 

 

 

 



What values? 

• Honesty and integrity 

• Fairness 

• Respect colleagues, customers, 

community 

• Confidentiality 

• Obey the law and relevant regulations 

• Manage conflicts of interest fairly 



Worshipful Company of International Bankers:  

Principles of good business conduct 

• Act honestly, fairly and with integrity at all 

times with colleagues, clients, customers 

and counterparties 

• Observe applicable laws, regulations and 

professional standards 

• Manage fairly and effectively any conflicts 

of interest 



Barclays purpose and values 

Purpose: 

Helping people achieve their ambitions – in the right way 

Values and behaviours: 

Respect – We respect and value those we work with, and 

the contribution that they make 

Integrity – We act fairly, ethically and openly in all we do 

Service – We put our clients and customers at the heart of 

what we do 

Excellence – We use our energy, skills and resources to 

deliver the best, sustainable results 

Stewardship – We are passionate about leaving things 

better than we found them 

 



What do we mean by a healthy risk 

culture? 

 

• Values, ethics 

• Openness, communication and transparency 

• Learning not blame 

• Clear roles and responsibilities 

• Rewarding good behaviours and discouraging 

poor behaviours 
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How to embed  

a healthy risk culture 
• Committed leadership 

– Tone from the top 

 

 



Leadership qualities 
(GLOBE survey of 62 societies) 

 

Integrity – good leaders can be trusted 

Generosity – good leaders are helpful 

Fairness – good leaders are just and equitable 

Diplomatic – good leaders make sound and timely 

judgements 

Competence – good leaders contribute to the 

company  performance 

Vision – good leaders articulate a desirable future 

 



How to embed  

a healthy risk culture 
• Committed leadership 

– Tone from the top / tune in the middle 

 

 

 



The tune in the middle 



‘If you get buy-in you can achieve extraordinary 

things. But if you don’t get buy-in you can’t 

even achieve the ordinary. People talk about 

the tone at the top, but I prefer to talk about 

the tune in the middle.’ 
[Prof Mervyn King, IIA conference, 2008] 

 



 

How to embed  

a healthy risk culture 

 
 

 

• Committed leadership 

– Tone from the top / tune in the middle 

• Strategy and objectives 

– Clear and communicated 

– The context for 
• Risk management 

• Risk appetite 

• Risk policy and objectives 

• All activities  

 

 



How to embed  

a healthy risk culture 
• Committed leadership 

• Strategy and objectives 

• Values and behaviours (people risk 

management) 



Values and behaviours: Step 1 

• Teamwork: 
– cross-function collaboration 

– collective responsibility 

– group decision-making. 

  

• Providing high-quality client services: 
– establishing client relationships 

– responding to client demands 

– aligning contact with client needs 

– monitoring client progress 

– dealing with client problems and complaints.  



Values and behaviours: Step 2 

• Collective responsibility (A - high performance): 

  ‘Promotes and supports the decisions of the 
 group even when these may not fit with the 
 priorities of his or her own function or sector and 
 accepts and encourages others to live out 
 collective responsibility’. 

 

• Dealing with client problems and complaints (A – 
high performance): 

  ‘Acts as a highly trusted adviser/counsellor and 
 client confidant – not only in good times – but also 
 when things go wrong for the client. Willing to go 
 the extra mile – including “taking their part” to 
 resolve difficulties or complaints.’ 

 



How to embed  

a healthy risk culture 

• Committed leadership 

• Strategy and objectives 

• Values and behaviours 

• Clear roles and responsibilities 

 



The 3 lines of defence 

RISK 

OWNERS 

Business 

operations 

RISK 

OVERSIGHT 

e.g.: Risk, 

Compliance, 

Legal, Health 

& safety, IT 

security, HR 

etc 

Risk  

Committee 

   B              O     A             R      D 
 

Audit 

Committee 

RISK 

ASSURANCE 

Internal and 

external audit 



How to embed the right culture 

• Leadership 

– Tone from the top / tune in the middle 

• Strategy and objectives 

• Values and excellent behaviours (risk 

culture) 

• Clear roles and responsibilities 

• Openness and transparency 

 





‘Each manager is a fresh obstacle to the flow of 

truth up the hierarchy of wastebaskets’ [Tim Harland, 

Financial Times, 25/3/10] 



Openness and transparency 

 

 

• Clear and open lines of communication for 
information, especially bad news, to travel 
quickly to where it’s needed 

• Learning not blame → continuous improvement 

• Challenge 

 



‘Made in Japan’ 



How to embed the right culture 

• Committed leadership 

• Strategy and objectives 

• Values and behaviours 

• Clear roles and responsibilities 

• Open channels of communication 

• Selection, induction and training 

 



Selection, induction and training 

 

• Selection 

– People are guided by their own principles so make 

sure they are aligned with yours.  

– Who selects? 

• Induction 

– Does it include the organisation’s values and 

behaviours 

• In relation to risk? 

• Training and competencies 

• HR the key risk department? 



How to embed  

a healthy risk culture 

• Committed Leadership 

• Strategy and objectives 

• Values and behaviours 

• Clear roles and responsibilities 

• Open channels of communication 

• Selection, induction and training 

• Reward 



Reward 
• Elements of reward: 

– Pay (fixed and variable, options, other benefits) 

– Recognition, opportunity to develop skills, career opportunities, 
quality of work-life balance 

• Incentivise good behaviours; deter poor behaviours 
– Who’s favoured or promoted? 

– Proportion of reward should be behavioural 

– Bonus and malus 

 

‘Firms should not rent human capital over the short-term. 
Human capital is being entrusted with the firm’s capital 
and brand over the long-term’ 

‘Get rich quick needs to become get rich slowly’ (Hector 
Sants, ex-CEO, FSA, 2012) 
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How do we know we’ve changed? 

• Indicators 

– How well do senior management know the 

organisation and its culture? Organisations 

look very different from 

• the top as from the bottom 

• the outside as from the inside 



Some indicators of people risk 

• Controls and quality: trends in audit 

issues, compliance matters, claims and 

legal cases, bad debts 

• Staff/internal: staff turnover, absenteeism, 

staff survey/focus group, training records, 

expenses reports, use of whistle-blowing / 

‘speaking up’ hotline 

• Staff/external: customer comments, 

supplier feedback 



How do we know we’ve changed? 

• Indicators 

• Scorecards and surveys, e.g. 

Risk culture 

– McKinsey, Taking control of organizational risk 

culture, Risk Working Paper No 16, February 2010 

– IRM, Risk culture under the microscope: Guidance for 

Boards, 2012 

– Law Debenture online risk culture evaluation tool 

(www.lawdeb.com/services/board-effectiveness/risk-

management) 

 



McKinsey Risk Culture Framework 



IRM risk culture scorecard 
[www.theirm.org/documents/risk_scorecard.pdf] 

Theme Issue Auditor questions Expectations, 

evaluations 

Weight Score 

Tone at the top Leadership 

Responding to bad news 

Governance Governance 

Transparency 

Competency Risk resources 

Risk competence 

Decision-

making 

Decisions 

Reward for appropriate 

behaviour 



How do we know we’ve changed? 

• Indicators 

• Scorecards 

• Assurance and the role of internal audit 

– Performance reviews  

– The canary in the mineshaft [Lord Smith of Kelvin, 

Audit and Risk, September 2011] 





Takk! 
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