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About the author 
Richard Anderson is a Chartered Accountant who has also spent three 
years as Chairman of the Institute of Risk Management, of which he is 
a Fellow. A graduate of the LSE, Richard joined Coopers & Lybrand in 
1980, became a partner in 1993 and moved full time into Risk 
Management in an embryonic Enterprise Risk Management practice in 
1996. He left what had become PricewaterhouseCoopers in 2001 and 
spent the next period of his career either developing his own practices, 
or working with others. However, in 2014 he established AndersonRisk 
as a vehicle for leveraging his work on thought leadership and bringing 

the best in risk management to corporate and public sector clients. 
 

About AndersonRisk 
AndersonRisk is focused on doing four things: 

1. We review risk management programmes and practices in organisations: what many 
people refer to as Second Line reviews. Inevitably this draws us into looking at 
governance, strategy and culture as well as the fundamental processes of risk 
management. 

2. We advise boards on the development of Risk Appetite and Tolerance. Richard Anderson 
was the principal author of the Institute of Risk Management’s guidance on this 
subject, and we have worked on this subject from the Middle East to Colombia. 

3. We advise boards on their organisational and risk cultures. This of course is the subject 
of this particular series of articles. In a strategic alliance with yBC, AndersonRisk has 
developed a technology-enabled, cloud-based approach to analysing the culture, 
which we call Risk Conversations of which more later in this collection of essays. 

4. We provide training to those who need (or simply want) to know more about some of 
the more complicated aspects of risk management. This is done in a variety of ways, 
leveraging a library of video material produced by yBC, either in bespoke training for 
people of all levels from the boardroom to the shop floor, or else in a series of 
sessions known as Risk Reimagined! (see: riskreimagined.com). 

 

Contacts 
• There is more information available about AndersonRisk on its website: 

andersonrisk.com.  
• There is more information about Risk Conversations also on that website, or at 

riskconversations.com.  
• You can contact Richard Anderson by e-mail at rca@andersonrisk.com, or through 

the contact page on the AndersonRisk website. 
• You can find out more about yBC by emailing mark@yourbusinesschannel.com, or 

through the yBC website. 
• You will find Richard Anderson on LinkedIn and Twitter (@rcarca) and also 

AndersonRisk is on Facebook. 
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Risk and organisational culture are highly topical right now. Lots of work has been done over 
many years to improve Corporate Governance, and as I suggest in 300 Years of Failure: 
Organisational and Risk Cultures, many, many thousands of pages have been written with a 
view to improving the processes of corporate governance, but with a depressing 
regularity problems still crop up. Even though one of the foundational pieces of work: 
COSO’s report on Internal Control, identified what it called the “control environment” as a 
critical element of the control framework, to an extent the issue was dodged in many of 
the subsequent reports. But culture is now a subject that has found its time. The failure 
of so many grand works on governance is illustrated by the continuing failure of 
organisations including scandals such as that at Volkswagen. So the one glimmer of 
hope that I can discern in the plethora of comment on the subject of governance is that 
regulators have identified this as an important area for further work. Indeed the Financial 
Reporting Council has initiated a project to study culture. 
 
Interestingly, of all the regulatory papers I looked at in Regulators talk culture (admittedly 
a small population) only one, that written by the Financial Stability Board, actually 
addresses risk culture as a separate issue from culture. As you will see if you read the 
essays in this collection, I regard them as two separate issues, albeit inter-related: to me 
the culture is about what I call the “here-and-now”, whereas the risk culture is about 
“tomorrow” which I use as shorthand for the multiple futures that we all face (a bit like 
the film Sliding Doors, except this time it is really important!)  
 
Elsewhere I have railed against those who claim that they have written the last word on 
risk management. So these articles are offered up not as a definitive answer, but more 
as an exploration, a contribution if you like, on the subject of risk culture and how it can be 
differentiated from organisational culture. I expect that this group of essays will be 
superseded over time by later, more comprehensive thinking. All I hope is that they are a 
contribution to the debate: a brick in the wall. 
 
Here I have assembled eight articles, most of which have been posted on my firm’s blog 
at andersonrisk.com/conversations/ although at least one has been posted on another 
blog and one was published as an article on LinkedIn.  
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CONTENTS 

I Regulators talk culture      Page 4 
In this essay I look at the appearance (or not) of the terms culture and risk culture 
in various regulatory documents, and I offer up a possible distinction between the 
two together with a couple of definitions. 

II 300 years of failure: organisational and risk cultures   Page 8 
In this essay I explore the wide sweep of corporate failure and link it through to 
the issue of balancing off culture and risk culture - there is something of a tension 
that needs active management. 

III Volkswagen - whistling in the wind     Page 14 
This essay explores what I imagine to be one of the key issues behind the big 
corporate scandal of 2015. 

IV Volkswagen – talking risk at the water cooler    Page 18 
Having expressed what I thought was wrong with VW in the previous essay, this 
one explores what I would have done had I been invited in to advise either the 
previous or current Chief Executives. 

V Banking on a risk culture      Page 20 
Despite the word “banking” in the title, this essay is really about the importance of 
understanding your risk culture, even if you are addressing a subject that appears 
to be a standalone specialism such as cyber risk. 

VI Communicating a good risk culture     Page 22 
This is a brief reflection on TalkTalk’s cyber hit, and was written after that 
incident, which in turn was after I had written the previous essay. 

VII Risk conversations in practice      Page 24 
This is about the technology-enabled, cloud-based approach that I have 
developed in association with yourBusinessChannel to understand risk culture, 
and looks at some of the learnings from a practical example. 

VIII A culture of risk in the public sector     Page 28 
Often seen as a case in its own right, I suggest that the Public Sector would 
benefit from understanding its own tensions between the culture and the risk 
culture, especially in the light of austerity, which makes the public sector one big 
risk management exercise. 
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I was once talking to the managing director of an insurance broking firm in London: 
“Culture” he said, “culture [and he really did repeat the word for emphasis] is something I 
last heard about in a petri dish when I was studying O-level biology.” Well I guess he has 
heard a lot, lot more about it since then. The Financial Conduct Authority (the “FCA”) 
“bang on” about culture, as does the Financial Reporting Council (the “FRC”). The FRC has 
even set up a “Culture Project” to provide further guidance to directors about culture. So I 
have carried out a mini-trawl of what regulators are saying about culture. I chose four 
regulators entirely not at random and looked at a couple of documents where they are 
talking about culture. Here are my findings. 

FRC 
The FRC talks a lot about culture. In their Guidance to Directors on “Risk Management, 
Internal Control and Related Financial and Business Reporting” the word “culture” 
appears at least 20 times in 28 pages. Extracts from the FRC’s Guidance includes the 
following: 
 

“The board’s responsibility for the organisation’s culture is essential to the way in 
which risk is considered and addressed within the organisation and with external 
stakeholders.” 
 
“The board must determine its willingness to take on risk, and the desired culture 
within the company.” 
 
“The board has ultimate responsibility for risk management and internal control, 
including for the determination of the nature and extent of the principal risks it is 
willing to take to achieve its strategic objectives and for ensuring that an appropriate 
culture has been embedded throughout the organisation.” 
 
“Training and communication assist in embedding the desired culture and behaviours 
in the company. To build a company culture that recognises and deals with risk, it is 
important that the risk management and internal control systems consider how the 
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expectations of the board are to be communicated to staff and what training may be 
required.” 

 
It is interesting that they avoid the term “risk culture”, but prefer to talk about the culture in 
which risk is considered and managed. My suspicion is that they grappled with the “risk 
culture” phrase, but like the Institute of Risk Management in their work on culture, failed to 
nail the concept of risk culture. 

FSB 
Instead of looking at the FCA, I decided to look at the seminal guidance on culture from 
the Financial Stability Board: the meta-regulator of regulators in the banking world. They 
are far more explicit about the risk culture. Indeed they published a document called: 
“Guidance on Supervisory Interaction with Financial Institutions on Risk Culture”. The 
word “culture” is mentioned at least 100 
times in the document, and the phrase “Risk 
Culture” is mentioned 73 times in just 14 
pages. Critical issues in this document seem 
to me that firstly, regulators have got to get 
to grips with understanding this more 
ephemeral topic, but also that directors are 
clearly responsible for it. Extracts from the 
document include the following: 
 

“An anticipatory and strategic approach 
to supervision rests, among other 
things, on the ability to engage in high-
level sceptical conversations with the 
board and senior management on the 
financial institution’s risk appetite 
framework, and whether the 
institution’s risk culture supports 
adherence to the board-approved risk 
appetite.” 
 
“Culture can be a very complex issue as it involves behaviours and attitudes. But 
efforts should be made by financial institutions and by supervisors to understand an 
institution’s culture and how it affects safety and soundness. While various definitions 
of culture exist, supervisors are focusing on the institution’s norms, attitudes and 
behaviours related to risk awareness, risk taking and risk management, or the 
institution’s risk culture.” 

 
The FSB outline four indicators that help a regulator to understand the risk culture: 

• Tone from the top; 
• Accountability; 
• Effective communication and challenge; and 
• Incentives. 
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I do not propose to go into those any further here, although there is a lot of good 
guidance in the document itself. 

NAO 
I know that the National Audit Office has focused quite a lot on risk management in the 
public sector. So I went to their 2011 document, post Global Financial Crisis (the “GFC”), 
entitled “Managing Risk in the Public Sector”. They talk about proportionality, process, 
accountability and all of those good things, but they barely talk about risk culture. This 
despite that in the aftermath of the GFC most people were already beginning to talk 
about culture in the context of managing risk, even if they were still grappling with the 
idea of there being a separate “risk” culture. In a little under 6,000 words, the word “culture” 
gets precisely four outings, and one of those is in the full name of the Department for 
Culture, Media and Sport. Needless to say, Risk Culture is not mentioned once. And yet the 
stresses that have been put on the Public Sector for the last five years, and those that 
are bearing down in the next five are at least the equivalent of those in the Banking and 
other private sector organisations. And the stresses will inevitably manifest themselves 
in stressed cultures and multiple failures to balance off the competing demands of today 
and tomorrow. 

Department of Justice 
I was curious to know whether this apparent abhorrence of the word “culture” extended to 
other areas of national government, so I looked at the guidance from the DoJ about the 
Bribery Act. Bearing in mind that this is about very legalistic topic - albeit in layman’s 
terms, it is pleasantly surprising that the word culture is mentioned six times. The main 
manifestation is in what is called Principle 2 - Top-level commitment, where the principle 
states: 
       

“The top-level management of a commercial organisation (be it a board of directors, 
the owners or any other equivalent body or person) are committed to preventing 
bribery by persons associated with it. They foster a culture within the organisation in 
which bribery is never acceptable.” 

       
The commentary goes on to say, in the first paragraph of explanation of the principle 
that:  
 

“Those at the top of an organisation are in the best position to foster a culture of 
integrity where bribery is unacceptable. The purpose of this principle is to encourage 
the involvement of top-level management in the determination of bribery prevention 
procedures. It is also to encourage top-level involvement in any key decision making 
relating to bribery risk where that is appropriate for the organisation’s management 
structure.” 
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My take 
My take is that we are at a tipping point where regulators who interface with the private 
sector totally “get” the concept of culture and that it is as important as process and 
procedure in determining what will happen within an organisation. So expect regulators 
of all complexions to take an interest in culture. We are also seeing an emerging concept 

of risk culture, but the sense of 
what it means is much more 
woolly at the moment.  
 
In the interests of moving the 
debate forward, and always in 
the spirit of contribution, rather 
than trying to utter the last word 
on the subject, I would like to 
suggest that there are two 
competing concepts: Culture 
and Risk Culture. My suggestion 
is that the culture is about the 

“here-and-now” and the risk culture is about “tomorrow”, or the future at any rate. So here 
are two definitions for you to mull over: 
 

Culture: 
The culture of the organisation is an accretion of the behaviours, beliefs, attitudes, 
activities and ethical responses of the individuals in the organisation and determines 
how those individuals will respond to issues in the “here-and-now”. It is influenced by 
the tone from the top, incentives and the social & regulatory environment.  

 
Risk Culture: 
“The risk culture of the organisation is about how individuals tackle the complexity of 
the multiple futures that face them in dealing with issues today. It is about “tomorrow” 
rather than the “here-and-now”. It is what gives an organisation the resilience to tackle 
difficult decisions today while having an eye on the impact tomorrow.” 

 
It is my contention that a poor mismatch between the culture and the risk culture in an 
organisation can lead to catastrophes: witness Volkswagen, and many more of the 
organisations that I cite in my article 300 Years of Failure. Surely it is more than your 
personal and corporate reputations are worth not to get to grips with this difficult 
subject. 
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1 Organisational and risk cultures 

Name a corporate crisis, any corporate crisis, any from that massive wall of shame that 
starts in the dim and distant past. Choose the South Sea bubble (1720) or Volkswagen 
(2015) or something in between: the Savings and Loans crisis in the United States of 
America (1986 to 1995 - surely one of the most prolonged “crises”) Polly Peck (1990), or 
Maxwell (1991), Enron (2001), Marconi (2006), the banking crisis (2008), BP (2010), 
HSBC (2012), Wal-Mart (2012), Tesco (2014). Choose any one of them and it is likely that 
one thing will stand out over this almost 300 year vista: there was something rotten at 
the core of the businesses and the boards did nothing about it. 
 
The South Sea Company (officially known as The Governor and Company of the merchants of 
Great Britain, trading to the South Seas and other parts of America, and for the encouragement of 
fishing - at least the names got 
snappier...) had noble intent at the 
outset. But then it is probably true to 
say that not a single one of these 
organisations was set up to deceive 
regulators, harm investors, 
pensioners, suppliers, customers or 
whole communities. Yet they did 
exactly that: from 1720 right through 
to 2015. And no doubt the seeds of 
the next corporate failure have 
already been sown and will be 
reaped in short order. 
 
Reams of paper have been printed and then pulped on Corporate Governance: COSO (in 
several varieties) in the United States of America, CoCo in Canada, the three King reports 
of South Africa, Cadbury and many, many more reports, guidance notes and hints from a 
plethora of bodies in the UK; and the EU publishes guidance and new directives on 
Corporate Governance like it is going out of fashion. But for all of the publications that 
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have been printed (and most of which have been pulped) there are still new corporate 
governance crises emerging right round the world.  
 
There is a small glimmer of hope, although it is one that could easily be snuffed out 
unless it is nurtured carefully. There has been a recent shift in focus from many 
regulators and standard setters: while they are still focussing on the minutiae of process 
and evidence-based recording of process, there is a glimmer of hope in the new attention 
being paid to organisational culture. But the proposition set out here is that most tomes of 
new corporate governance guidance will continue to fail because: 

• Investors, and therefore Management, are obsessed by short term financial 
return at the expense of external implications; 

• As a consequence few people yet recognise the difference between 
organisational culture and risk culture; 

• Directors (and others) are unable effectively to measure culture; and 
• Few people can say with any precision where and how real values deviate from 

espoused values, or indeed identify many of the other common problems. 
 
In the second part of this five part series I explore the differences between the two 
cultures and what drives them.  

2 Long term versus short term 
In the first part of this essay, I expressed the hope that risk culture (as distinct from 
organisational culture) was beginning to get traction as a concept amongst regulators. In 

the second part I explore the differences 
between the two cultures and what 
drives them. 
 
On my travels around the world, I have 
identified a stark difference between 
market investor-led organisations and 
those without the constraints of 
external parties being imposed on them. 
In advanced economies such as the UK, 
the United States of America and most 

of Europe, corporations are dominated by a short term, financial results-oriented market 
capitalism that demands instantaneous gratification. Failure to comply with the 
demands of the market results in directors losing their jobs, so they, the directors, in turn 
demand results of their managers. And they want those results now! Just look at any of 
those listed on the wall of shame and you will see pressure for immediate financial 
results ripping the organisation to shreds.  
 
And yet, there is another strand of capitalism that is less ferocious in terms of short-term 
results, and totally focussed on creating organisations that are sustainable into the long 
term. This isn’t about the pink fluffy bunny style of sustainability and the rhetoric of 
Corporate Social Responsibility programmes, this is about organisations that will be here 
in the long term, building value for their stakeholders: their employees, their 
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shareholders, the societies within which they operate. To these organisations, risk is 
something that could impede their journey now, just as with the short-termists, but also 
into the future, whether that is in five or ten or perhaps even fifty years. Equally, better 
management of risk is how they create value. These organisations are often family-
owned, or operate in environments where the dominance of the financial markets is not 
so over-whelming.  
 
The difference in terms of risk management, and indeed in corporate governance as a 
whole, is easy to identify. For the short-termists risk is about today, tomorrow, and this 
quarter. Risk management is a pain, it is a compliance bore they need to do in order to 
make sure the luvvy corporate governance brigade stay off their backs. Tick the box, 
colour in the risk maps, keep them at bay. They talk about risk controls in a way that 
would make the sponsors and authors of COSO Internal Control proud. The banks and 
their regulators, mimicked by the House of Lords review of the banking crisis, talk about 
risk controls. Let us not be confused: risk controls are not risk management. Risk 
controls are what we used to call internal controls: exactly what it said on the can for 
COSO Internal Control.  
 
On the other hand, the long-
termists have a belief that 
everything they are doing is 
about risk management. 
Business is a game of long-term 
risk management, and you get it 
wrong at your peril. They seek to 
learn about how risk can 
underpin their journey of value 
creation and they do what they 
can to work with the 
communities in which they 
operate, because it is those communities that consume their products, provide their staff 
and give them their implied licence to operate. These people embrace risk management 
and corporate governance because it ensures that there is always a sense check on 
what is happening not just today, but tomorrow and into the future as well. 
 
There is another difference: the cultures are dramatically different. The short-termists 
have a culture that is rooted in today, in the “here-and-now”. They are good at resolving 
issues that impact on performance today, but they tend to have scant regard for 
performance tomorrow. So when a Chief Executive says I need performance, and I need 
it today, the short-termists will do everything to pull a rabbit out of the hat, even if, like 
many from the wall of shame, they end up bringing the house down around their ears. In 
contrast, the long-termist will be as focused on tomorrow as on the “here-and-now”. The 
long-termist will be balancing the needs of today against the needs of tomorrow, or 
indeed five or ten years’ time or longer.  
 
In the third part of this essay, I will explore some of the issues associated with 
measuring your culture.   
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3 Measuring your culture 
In part 2 of this essay I suggested that there were major drivers pushing organisations 
towards a short-termist view but that those who embrace the idea that the organisation 
should be sustainable into the long term future might need to take a different view of risk 
management.  
 
But this begs an important question: do you know what your culture is? Are you a “here-
today-gone-tomorrow” short-termist or are you a long-termist? If you are the former you 
may well know something about your culture, but it is unlikely that you are either focused 
on your risk culture, and you probably are not so good at executing change in the 
organisation. If you are a long-termist, it is essential that you build in a risk culture as a 
part of your overall organisational culture. 
 
The implications of this statement are that there are two recognisable but distinct 
elements to you culture: the part that focuses on the “here-and-now” and the part that 
focuses on the future. The organisational culture, your behaviours, beliefs, attitudes and 
approaches to work tend to be focused on what needs to be done today. This is the 
dominant culture for most established businesses and is an accretion of all of the 
activities of your people, at all levels, over a large number of years. It tends to reveal itself 
in a need for security, high levels of internal control (which are sometimes confusingly 
described as “risk controls”) and a comparatively poor ability to take risk. In the words of 
a former FTSE 100 CRO: “our managers have forgotten how to take risk.” 
 
Most attempts at measuring culture of any sort start with a three-pronged assessment. 
Firstly, what do corporate documents say about the culture, for example HR policies, 
corporate values, mission statements and so on. Secondly, there may well be interviews 
of individuals at all levels, but principally at senior levels. And thirdly there will inevitably 
be surveys deployed around the organisation. Sometimes this is all done explicitly by 
someone charged with “understanding” the risk culture, sometimes it is done by 
triangulation: taking the data from other surveys and seeing what can be learned from 
those other exercises. But there are problems with this approach: as soon as you start to 
try and measure your organisational and your risk culture, you begin to change it. Typically, 
the surveys deployed will be subjective and opinion based. And of course, those who are 
interviewed know what the “correct” (for which read “politically acceptable”) answers are 
before they are asked the questions. 
 
In a sense this approach is doomed to failure, because you never achieve any certainty 
about the culture that you are seeking to measure. An alternative is to look at the cultural 
artefacts of an organisation: the conversations and interactions that happen between 
people, both inside the organisation and with key outsiders such as principal suppliers, 
customers, investors and regulators. Who is talking to whom? About what? How often? 
And how good is the conversation? By using this approach you can swiftly build a rich 
picture which will tell you just how vibrant your risk culture is. By systematising this 
approach it can be likened to a CT Scan: it can identify the soft tissues of the organisation, but more 
importantly it can tell you where there are cancerous growths which need to be treated. 
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In the fourth part of this essay, I will be exploring the typical symptoms of a poorly 
performing culture.  

4 Signs of problems 
In part three of this essay I looked at some of the issues associated with measuring your 
culture. In this part I am exploring many of the typical symptoms that you might need to 
try and identify if you are to have a 
successful and vibrant risk culture. 
 
There are many critical tumours 
that needs to be identified by any 
board: 

• Type one: Significant deviations 
from the board espoused 
values. The values espoused 
by the board can diverge 
significantly from the 
values that are actually displayed by staff within the organisation. For example 
boards might well espouse values such as integrity, trustworthiness, customer 
focus, teamwork and so on. However, where selfishness, short-termism and 
individualism are the values displayed in day-to-day interactions, then there is 
likely to be an implosion of the organisation. 

• Type two: Silo-based functioning. Where an organisation is facing complexity in its 
dealings internally or externally, typically they will succeed better where there is a 
multi-disciplinary response to the issues that are being faced now and into the 
future.  

• Type three: Layered management reporting. Organisations that are overly hierarchical 
can often suffer from buffers between layers that prevent important information 
reaching the most senior levels as the information is filtered lower down the 
organisation. While this might be fine for routine matters within any individual’s 
delegated authority, it does prevent new patterns or issues being spotted early 
enough for timely resolution. 

• Type four: Excessive short-termism. Short-termists are likely to be more heavily 
influenced by the past than the future. They rarely see future discontinuities that 
need to be addressed early. Extrapolation from past behaviours is not necessarily 
good enough for dealing with new futures. 

• Type five: Control (or risk control) management instead of risk management. organisations 
(including regulators) frequently mix up internal control with risk management, 
coming up with the phrase risk control. Exercising risk control is not the same as 
being proactive risk managers. Being risk controllers will give a false sense of 
security about an organisation’s ability to face the future. 

• Type six: Individually obstructive nodes. Sometimes individual managers become 
critical to all risk reporting. This can be very dangerous as it puts all of the 
organisation’s risk communications into the hands of one or a few individuals, 
when it really needs to be vibrant across all managers, upwards and downwards. 
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• Type seven: Black holes. Sometimes it is difficult to discern any volume of 
conversations about risks or indeed the cultural norms of the organisation. Often 
this happens where there are serious problems within the organisation and a 
level of collusion that is unhealthy. 

 
This is by no means a comprehensive list, but it illustrates the sort of problems that can 
be identified by carrying out an investigation of the cultural artefacts of the organisation, 
what we call Risk Conversations.  
 
In part five of this essay, I draw the discussion to a conclusion.  

5 Conclusions 
In this essay, I have looked at the 
background of 300 years of failure, 
the tensions between long and 
short-termists, some of the issues in 
measuring your culture and the 
symptoms that you should be 
looking out for. In this final part, I am 
drawing some simple conclusions. 
 

I was staggered to read on the Corporate Governance at LSE website the following 
statement: 

“Like many policy makers, over the last few years the FMG has mainly concerned itself 
with addressing governance issues prevalent in the UK, Europe and the US. Now that 
the governance framework has improved dramatically, with the most pressing issues to the 
developed world having been addressed,  we believe that the challenge is to now turn the 
debate global.” 

 
The bold typeface is mine. If it has done nothing else, Volkswagen has wholeheartedly 
shown that this was incredible false optimism. And Volkswagen will not be the last 
corporate scandal that we will see. 
 
It is time that we reinforced some key concepts: 

• Risk Control is not the same as Risk Management. Risk Control is simply Internal 
Control rebranded. Risk Management is about dealing with the future. 

• Risk Culture is not just an integral part of the organisational culture. The organisational 
culture is made up of the accretions of past activities and is firmly rooted in the 
past. The risk culture is about dealing with the multiple futures of the organisation 
and managing them to best advantage. Those stuck in the past are unable to 
survive and will fail. And yet those that only live in the future will fail in the 
present. 

• Those that live in the past with strong organisational cultures but fail to recognise 
the future because of weak risk cultures will develop problems because they have 
a high need for control that prevents them from undertaking change meaning 
that they will die out like the dinosaurs that they have become. 
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I am suggesting that risk management needs to be about multiple futures and managing 
them to best advantage. This is not a simple internal control issue, but rather it is a 
strategic necessity. It implies a need to move away from the sole focus on today’s issues 
to a balanced look at today’s AND tomorrow’s concerns. This demands a healthy and 
vibrant risk culture as well as a good organisational culture for dealing with today’s issues. 
 
We are able to use our technology-enabled approach to identify and analyse Risk 
Conversations, which in turn will help organisations to move forwards towards a vibrant, 
healthy risk culture. Run a Risk Conversations CT Scan for your organisation before it is 
too late and the cancerous tissues have spread throughout the organisation. 
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The Risk Manager’s Agenda: See 
http://andersonrisk.com/publications/downloads/  
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When I bought a new car earlier this year (Ford, before you ask, but manufactured in 
Germany), the sales rep told me to ignore the fuel consumption figures, because 
everyone knows they have no relationship with driving in real life. This is a game that has 
been played and allowed by regulators for years. If that is the case, then just how big a 
jump is it to “fixing” the emissions data as well? After all, no government authority has 
shown the slightest interest in the fact that consumption figures are always way off, so it 
is interesting to see how lying to your customers about fuel consumption (apparently 
permissible) leads you on to a slippery slope of lying to the regulators about emissions 
(clearly not permissible). 
 
There is a subtle difference between taping-off indentations (that cause drag) on a car – 
something that I venture to suggest that nobody ever does in real life – and over-
inflating the tyres, which of course we never do either because we slavishly follow the 
handbook, all in the pursuit of amazing fuel efficiency to persuade the punter to buy your 
super-efficient car, and actually putting a piece of software (or according to Jeremy 
Clarkson hardware in some cars) to reduce emissions during the test cycle. 
 
The difference has little to do with lying to your customers – although US lawyers are 
already working that angle. The difference appears to be that the US authorities are truly 
interested in air quality – unlike the EU which much prefers good sounding initiatives – 
even if, like conning people into buying diesels for efficiency means that they are 
persuading them to buy a much more noxious set of emissions.  So this time, by actively 
deceiving the regulators as well as their customers, Volkswagen has brought down on 
itself the wrath of the long arm of US legal imperialism, which in turn has all of Europe 
scurrying for cover and threatening re-tests. 
 
And now there are cries of woe for German car manufacturers sucked into this scandal, 
indeed for all German engineering firms, as their moralistic national leaders who until 
recently had been bemoaning the lies of Greek politicians and lazy tax cheating Greek 
pensioners, are now seen to be in charge of a country full of lying, cheating 
manufacturers. The extrapolation from one company to a nation at large has taken 
newspapers less than a week. Meanwhile, VW’s principal defence has been that not a 
single customer has been “hurt” by the scandal. Perhaps VW should have reference back 
to its commitment to the UN General Principles on Human Rights which might suggest 

Reflections on 
Organisational and Risk Culture 
	

Essay III  

Volkswagen – whistling in the wind 
	

Innovation in 
Risk 

Management 



	

	
andersonrisk.com 

 

From 

that harming the environment and society at large (by means of major pollutant 
emissions this time) might well have resulted in serious harms that they should be 
reporting under their observance of the UNGP Human Rights reporting, and that they 
should be mitigating or eliminating this issue. 
 
Anyway, the purpose of this blog post is not to argue the pros and cons of diesel versus 
petrol, or even the pros and cons of US versus European regulation. Rather it is to 
explore the inevitability of things going wrong when you lie habitually to your customers 
so that you can no longer tell the difference between right and wrong. It seems to me, 
without I must confess having ever worked even remotely close to VW, that they 
potentially mixed up their culture and their risk culture. It seems likely that their culture of 
a class engineering act mixed with an incredible commercial organisation was situated 
well and truly in the here and now. You can imagine the messages going out through the 
organisation: 
 

• We will be the biggest car manufacturer in the world 
• We will move motorists across to diesel engines as requested by the EU 
• We will demonstrate compliance with Californian air quality requirements 

 
Already the engineers are salivating at the challenge: build more cars, make a lot of them 

diesel and whoops: there is an issue 
around the emissions. But never 
worry. Just like the fuel 
consumption figures, we can 
massage the emissions figures 
better, at least for the period of the 
test regime. 
 
The problem was that they were 
dealing with the omnipresent “now” 
– the burning issues of “today” 
rather than the impact that their 

decisions might have had – indeed did have – on “tomorrow”. Their culture fixed the issues 
of the day at the expense of creating a long-term sustainable organisation. Their risk culture failed to 
spot the implications for tomorrow.  It is this difference between the culture (which looks at 
the here and now) and risk culture (which looks at the multiple possible futures of 
tomorrow) that is so sadly lacking in many organisations. Indeed, in my view, this was 
one of the major failings of the banking industry in the lead up to the Global Financial 
Crisis (GFC) of 2008 and which explains the focus on culture by the financial regulators 
around the world. 
 
It is interesting to note that VW’s core personal values are: 
 

• Social responsibility: Innovative employment models and social involvement. 
• Sustainability: Human rights, labour standards, environmental protection: there are 

many facets to sustainability. 
• A spirit of partnership: Equality and humanity: fairness is important to us. 
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• "Pro Ehrenamt" volunteering initiative: Have you ever thought about becoming a 
volunteer? There are many ways to get involved - and there's one near you. 

 
The nearest that any of these comes to defining an ethical approach to business is 
under the heading of sustainability, where, if you go on to read the detail, VW state: 
 

“We aim to be the world’s most successful, fascinating and sustainable automobile 
manufacturer. For the Volkswagen Group, sustainability means that we conduct our 
business activities on a responsible and long-term basis and do not seek short-term 
success at the expense of others. Our intention is that everyone should profit from our 
growth – our customers and investors, society and, of course, our employees. In this 
way, good jobs and careful treatment of resources and the environment form the 
basis for generating lasting values.” 

 
They go on to say: 
 

“Global Compact 
Since 2002, Volkswagen has been involved in one of the largest and most important 
CSR initiatives in the world – Global Compact. 
The Ten Principles of 

• Human rights 
• Working standards 
• Environmental 

protection and 
• Combating corruption 

form the core values of Global 
Compact. Together with 12,000 
companies from over 170 
countries, Volkswagen works in 
diverse international CSR 
projects towards making the 
global economy more sustainable and fairer. An annual progress report documents 
our projects.” 

 
If this had truly formed the basis of their culture, rather than the elements that speak to 
the engineer as manufacturer, or marketeer as salesman, then VW might have begun to 
realise before they installed the offending “defeat” software that they were heading down 
the wrong track for multiple reasons: 

• Emitting larger amounts of NOx than allowed was not in line with looking after 
the Human Rights of communities where their cars were sold; 

• Lying to regulators by installing this software is fundamentally corrupt when you 
define corruption as “the abuse of entrusted power for private gain”; and 

• Clearly the engineering solution was not consistent with environmental 
protection. 

 
The gap between espoused values and demonstrated behaviours was simply too great. 
For all of the work that their risk management and compliance departments were doing, 
I would venture suggest that they had missed two of the key risk management issues: 

• Managing and defining risk appetite; and 
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• Understanding the implications of the risk culture. 
 
By working on both of these areas, I would argue that risk management could have 
fulfilled its most important role, which is to be the disruptive intelligence that pierces perfect 
place arrogance, an arrogance so aptly displayed by an organisation that despised its 
customers so much that it regularly lied to them, and then took to lying to its regulators. 
Trust will only be re-established when VW reconnects to its espoused values and shows that it means 
what it says. Until then, efforts to rebuild trust will be little more than whistling in the wind. 
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I have written elsewhere about what I think might have gone wrong at Volkswagen. In 
particular I wrote about risk appetite and risk culture. So let me just tell you what I would 
have done about the risk culture, if I had been asked… Indeed, what I would do today, were 
Mr Müller to ask me… 
 
I would look at the artefacts of the risk culture: the conversations about risk that are 
happening formally and informally day-by-day, week-by-week in VW. I would look at 
conversations in formal meetings and conversations at the water cooler. Each 
conversation is an artefact of the culture which tells you what really inspires people to 
think about tomorrow: whether it is the pressure they are under to grow sales, or the 
pressures that they are under to deal with a pesky emissions problem. Or whether they 
are worried that VW is not living up to its corporate responsibilities. Or if they are just a 
little bit uncomfortable doing things they don’t quite like. 
 
I would compare the risks that I found from this analysis with the formal risk 
documentation, to see whether the formal recorded risks have anything to do with the 
concerns expressed on the shopfloor. I would compare the construct of the 
conversations, the meta-data, with the espoused values: how many times did someone 
talk about the importance of ethical business compared with the number of times they 
spoke about the problem of emissions. 
 
I would be looking for hints of new problems that are being discussed midway through 
the organisation but which never quite seem to escalate to the top: the issues that are 
too hot to air. I would bring a list of those topics to Mr Müller and ask him how many of 
them he knew about, and what the implication of them was for the future of the 
business. 
 
I would explore how risks travel through the organisation: how many people in any 
department talk to people in other departments? Did anyone in engineering or engine 
design talk to the marketeers in the United States? Or did they ever consult their 
colleagues who were the guardians of the brand values? Did they, or do they now, 
consult their superiors? Do superiors ever initiate conversations about risk with their 
direct reports, or do they just simply listen, filter and report upwards? 
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I would see whether any conversations about risk escape the strict confines of the legal 
entities that are the Volkswagen Group? Did they ever discuss risk with their extended 
enterprise? If they did, how did they make sure that the information filtered into decision-
making? 
 
In addition to analysing the artefacts of the risk culture, I would explore the reality of the 
organisational culture. I would find out about fear. I would ask about rewards. I would find 
out about cultural barriers and the filters that allow conversations to be kept within strict 
boundaries. I would explore the balance between today (the here and now) and 
tomorrow. 
 
Above all, I would explore whether risk managers are enabled to be the disruptive 
intelligence that pierces perfect place arrogance. And all of this I would do using the platform 
that I have developed with my partners that we call Risk Conversations: the only diagnostic 
approach to risk culture that explores the artefacts of culture, and which we can let loose 
so that it goes viral through your organisation. 
 

All of the warning signs seem to have 
been there at VW: if the press is to be 
believed Bosch had told VW not to use 
the software as a solution. Alternative 
approaches were costed and 
discarded. People in VW were worried 
about the approach adopted. And 
yet… and yet, we saw an initial stock 
price fall of 30%, we are seeing the 
shaming not only of VW, not only of 
the car industry, but all of German 

engineering being blackened by this tarnished approach to problem-solving. The failure 
at VW to consider today the impact of today’s decisions on tomorrow was available for 
all to see, if only they knew where and how. 
 
How many more times do we have to listen to stories about organisations that have 
gone horribly wrong, before we get it: the culture of the organisation is about today, the 
risk culture is about our multiple futures tomorrow. And if we get the balance wrong, we 
do so at our peril. We have the tools to understand the problems and to deal with the 
consequences. This is the responsibility of all of the Mr Müllers out there, and all of the 
non-executive directors who are contemplating just how they get to the heart of the 
issue. 
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“For all the tin you have bought, for all the tricks of the trade, for all the steps you have taken, 
if you have “done” Cyber Risk without fixing the culture AND the risk culture, then you have 
not “done” Cyber Risk� Likewise Conduct Risk, or Credit Risk, or any other Risk� Get the 
culture AND the risk culture right, and only then can the rest come good.” 

 
Take a regulator - any regulator - and they will tell you precisely what interests them right 
now: Culture or perhaps the Risk Culture. If you Google “Bank Risk Culture” you get almost 
30m hits in only a fraction of a second longer than it takes to hit “enter”. So this is a 
crowded space! 
 
Whether you are supervised under the SSM by the ECB, the PRA and FCA in the UK or 
the APRA in Australia, you will find an increasing interest in the Risk Culture of your 
organisation. The FSB no less, produced a paper on assessing the Risk Culture back in 
2014. In this paper they said: 
        

“An antic ipatory and strategic approach to supervis ion rests ,  among 
other things,  on the abi l i ty  to engage in high- level  sceptical  
conversations with the board and senior management on the f inancial  
inst itut ion’s r isk appetite framework,  and whether the inst itut ion’s r isk 
culture supports adherence to the board-approved r isk appetite.”  

 
They go on to say: 
 

“Culture can be a very complex issue as it  involves behaviours and 
att i tudes.  But efforts should be made by f inancial  inst itut ions and by 
supervisors to understand an inst itut ion’s culture and how it  affects 
safety and soundness.  While var ious defin it ions of culture exist ,  
supervisors are focusing on the inst itut ion’s norms, att i tudes and 
behaviours re lated to r isk awareness,  r isk taking and r isk management,  
or  the inst itut ion’s r isk culture.”  
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They describe the conditions for a good risk culture, being good governance, a clear 
understanding of risk appetite and compensation practices. They also provide four 
indicators: 

• Tone from the top; 
• Accountability; 
• Effective communication and challenge; and 
• Incentives. 

 
While they acknowledge that assessing each of these, and their interdependence is 
complex, there is comparatively little guidance as to how this might be interpreted. This 
leaves the space open for management to make appropriate assessments of their own 
culture, and many are struggling right now to put qualitative assessments in place, let 
alone quantitative assessments.  

A new approach 
Up to now, most culture assessment projects have been based on surveys, interviews 
and observation. All well and good, but hardly definitive. Working with our technology 
partners, we have developed an approach that looks at the discussions that take place in 
your organisation about risk, what we term the Risk Conversations, in other words we 
examine the real artefacts of your culture AND your risk culture.  
 
By using Risk Conversations, you can 
now Identify whether your 
organisation has a healthy culture 
AND a healthy risk culture. We can 
help you to identify real indicators 
of the effectiveness of the “tone 
from the top”, or whether 
“accountability” is really embedded 
into the organisation. We can 
measure the level of “effective 
communication and challenge” and 
the impact of “incentives”. At the 
same time, we can help you to identify those aspects of your culture (AND risk culture) 
where you should be concerned: for example are your espoused values those that are 
real in the organisation. What is your staff’s attitude to Cyber Risk, or conduct risk and do 
these attitudes persist in pockets or right through the organisation. Just as a CT Scan 
will identify tumours in cancer patients, Risk Conversations will identify the signs of 
cancerous attitudes in your business. 
 
Whether you use this for a periodic check-up, or a real time constant monitor is up to 
you. But Risk Conversations can put dashboard reporting about the culture and risk culture 
of your organisation at your fingertips.   
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Just a short while ago I wrote about organisational and risk culture in the context of a 
banking environment. And in a sense, I suppose it is not a great surprise to see a major 
UK cyber breach being reported by a major organisation in another sector: everyone 
must have heard of TalkTalk by now, even if not in the way that Dido Harding (Chief 
Executive) might have chosen. According to press reports they have had three cyber 
incidents this year, although they thought they had done "enough". I don't have any 
specific knowledge about this, but I have to ask myself: if they thought they had done 
enough in terms of tin and software, what did they do about the organisational and risk 
culture at TalkTalk, especially in relation to cyber risks?  
 
This incident has cost TalkTalk dear in terms of a reputation destroyed, lost customers 
and shareholder value trashed. I would urge any organisation that is working on its cyber 
risk programme, or indeed any other risk programme, to look closely at the organisational 
and risk cultures. After all these are the foundations on which the rest of any risk 
programme is built. And in my view it is no longer good enough to make assumptions 
about your cultures. 
 
Using Risk Conversations (www.riskconversations.com) we can help to place the risk 
culture firmly on the board's agenda with meaningful analysis and reporting. It has to be 
worth exploration given the horrendous experience at TalkTalk these last few days. 
 
As far as I am concerned, an initial conversation about Risk Conversations won't cost you a 
penny, but it could end up saving your reputation... 
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Risk Reimagined! 
A series of one day conversations in risk facilitated by Richard Anderson and 
Norman Marks, to be held in various locations around the world.  
 

Who should attend “Risk Reimagined!”? 
• Those charged with governance in any organisation: if you have any governance 

responsibility at all in an organisation, whether as a director, trustee, governor or 
other board member, then risk management will be a critical element on your 
radar screen, and Risk Reimagined! will help you to move the debate in your 
organisation from compliance (with endless risk rules and boring spreadsheets) 
to performance based on better risk management. 

• Those who manage risk management: if you are a CRO, a head of risk, or are simply 
charged with the risk management processes in your organisation, then Risk 
Reimagined! will help to open up a range of unsuspected vistas for further 
development and exploration so that risk management better supports the 
creation and protection of value. 

• Those who audit risk management: if you are a Head of Internal Audit or are 
responsible for auditing risk management, then already you know how 
complicated risk management is and in particular how difficult it is to provide 
meaningful insights to the board: Risk Reimagined! will help you to do just that. 

• Those who manage risk: if you are a director, member of the C-Suite or are simply a 
manager then you manage risk, just as you probably manage people and 
finances in your day-to-day responsibilities without necessarily being an expert in 
either: Risk Reimagined! will help you to take this part of your responsibilities to 
another level. 

• Those who advise on risk management: if you are advising clients on risk management, 
wouldn’t you prefer to be on top of your game? Risk Reimagined! will help you to 
give better advice. 

• Those who research risk management: if you are an academic and are actively 
researching and writing about risk management, then Risk Reimagined! will help 
you to ensure that you have considered many other parts of the risk management 
equation. 

• Those who are simply interested in risk management: if you are simply interested in the 
subject, then Risk Reimagined! will provide you with lots of food for thought. 

 

See riskreimagined.com for more details 



	

	
andersonrisk.com 

 

From 

 
Who hasn’t heard the expression: red sky at night, shepherd’s delight; red sky in the 
morning, shepherd’s warning? Perhaps that was the first risk conversation. But today we 
have moved on from superstition and heuristics to a more fundamental need to 
understand and manage our existence into the future. 
 
This is why anyone who has heard me speaking in public recently will have heard me talk 
about an approach to understanding risk culture that I am calling Risk Conversations. I have 
been really excited about it partly because I think the technology-enabled approach is 
really cool, but more because I think it is going to transform the way that firms 
understand what impact their culture is having on their ability to create a long-term 
sustainable future for themselves. 
 
Anyway, I have now run this in several sizeable organisations. What have I learned? Five 
simple lessons. But they are five simple lessons that are backed up with FACTS, not 
guesswork or intuition. 
 
Before we get into the lessons, why is risk culture so important? Well I could say it is 
important because the regulators in Financial Services say it is important. I could say it 
is important because every review of a disaster you have ever looked at talks about the 
corporate culture. I could say it is important because COSO says it’s important. But the 
reality is that this is important, because your culture will be what your people fall back on 
when they are in a jam, when they are facing a problem. Process is fine, but process falls 
apart under stress. What we fall back on is the way that we do things, and our personal 
ethics. We fall back on our “fight or flight” approach to risk. So your risk culture is 
important because it will help your corporate brains (which all belong to the individuals 
that work in your eco-system) decide how to react to unfolding events. 
 
Of course there is a long history of looking at corporate culture, so why are we now so 
focused on the corporate risk culture? Every analysis of corporate culture that I have ever 
looked at looks at how people respond to the here and now. What did we do yesterday? 
What is going on today? None of them look at what we will do tomorrow. Your corporate 
culture looks at how you will work today. Your risk culture looks at how you will work in the 
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face of multiple possible futures, and let’s face it, just like the film Sliding Doors, we all 
face multiple futures, it's just that we only actually live one of them. 
 
So while organisations pay substantial sums of money to understand and “fix” their 
cultures, few if any of them will address their “risk” culture, because the analysis looks at 
the here and now, not tomorrow and beyond. This is exactly the same problem that we 
see with accounting systems: everyone pays loads of money to have the best 
accounting system they can afford because that tells them where they are. But they pay 
peanuts to look at the future. But all the opportunities for expanding, growing, protecting 
your business today, now, lie in the future, and when will you face up to the rest of your 
future? It is time that organisations faced up to the need to understand better not only 
the multiple futures that they face, but also how they will face up to the stress that future 
uncertainty brings. And this is where your risk culture comes into play. 
 
It is worth just a little bit of theory here: the idea behind Risk Conversations is that the 
culture manifests itself in interactions between people. In other words, conversations 
about risk are the artefacts of the culture. By asking people regularly to say to whom they 
are talking about risk, what they are talking about, how often and how good the 
conversation is, and then triangulating that information, you can begin to measure the 
shape and effectiveness of the risk culture. And where you have both sides of a 
conversation agreeing about all of those facts, then you have a risk conversation worthy 
of the name. A healthy risk culture is one where risks are discussed regularly, openly and 
both sides of the conversation recognise the same discussion. 
 
So here are the promised lessons… 

Lesson Number 1: Risk has got to be 
led from the top. 
Yes: you would think that we had all 
learned that many, many years ago. But 
it is still not happening. In one 
organisation, where the CEO was 
espousing the importance of risk 
management, not a single member of 
the board or executive team could be 
bothered to report a single risk 

conversation with anyone else. What message does this send to the rest of the 
organisation? One and only one message: “I don’t care”. This one insight was more 
powerful than anything else in beginning a transformation of the organisation’s risk 
culture. Risk Conversations has pointed this out starkly in real life. 

Lesson number 2: Risk is only being dealt with when BOTH sides of a 
conversation actively acknowledge the discussion. 
Otherwise it is a monologue. So when one of the people in your team talks to you about a 
problem, listen. Then you can identify whether it really is a problem or not. Until you 
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acknowledge the conversation, it really is demotivating for the junior staff, and they will 
stop telling you. That is when the “dangerous silence” settles on the organisation, 
because quite frankly, it is more trouble than it is worth telling you about anything, 
because you will only dismiss the efforts with scant regard. Risk Conversations 
highlighted this phenomenon at a major infrastructure client. 

Lesson number 3: complex issues need all of your firm’s brainpower. 
… not just that in your own 
department. In virtually all of the 
clients where I have looked at this, 
the significant majority of 
conversations start and end in the 
same department. Complex futures 
mean that you face complex issues. 
Complex issues are not going to be 
solved by one department on its 
own. So a measure of a vibrant “risk” 
culture will be the proportion of risk 
conversations that start in one department and end up in another. After all, your risks 
respect no boundaries, so why should your conversations about risk? Risk 
Conversations shows precisely how many risk conversations transcend boundaries. 

Lesson number 4: are you as ethical as you say you are? 
We know that your organisation espouses themes of ethical behaviour: after all behaving 
ethically is almost certainly one of your core values. And yet… when we look at the things 
that your staff are talking about, how often do they mention words such as “ethics”, “fair”, 
“values”, “stakeholders”, “customer”? An ethical organisation is one in which it is more 
than acceptable, it is expected that you should talk about risks that have an ethical 
perspective. Risk Conversations is showing the underlying values, whether they are 
about “ethics”, “treating customers fairly”, or “compliance” in day-to-day reality at clients 
today. 

Lesson number 5: do you have the balance of risk focus? 
We all know that we want people focusing on the bigger picture as well as the minutiae. 
But we want some kind of balance. Strategic risks should be something that the senior 
management team is really focused on, and yet operational risks are something that the 
frontline should be managing on a day-to-day basis. That is not to say that senior 
management only focus on strategy at the expense of operational issues (that WOULD 
be a mistake!) but there has to be some sort of balance. After all that is what underpins 
the risk appetite model that I espouse: a proportionate regard for the propensity to take 
risk and the propensity to exercise control. By understanding which risks are being talked 
about at which level of the organisation, we can know precisely whether or not your 
entrepreneurial spirit is being squashed by a bunch of control-seeking individuals who 
wouldn’t recognise the future if it (or when it…) pokes them in the eye. Risk 
Conversations is pointing this out loud and clear right now. 
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Bottom line 
The bottom line is that Risk Conversations works as an approach. It is showing with facts 
and figures rather than opinions and waffle exactly how organisations are facing up to 
the future. Cloud based (so NO integration issues), data rich (not opinion biased), and 
ready now (one less variable for the future!) you can implement Risk Conversations in your 
organisation and take control of your risk culture today. 

  



	

	
andersonrisk.com 

 

From 

Culture can be a very complex issue as it involves behaviours and attitudes... Regulators are 
focusing on an organisation’s norms, attitudes and behaviours related to risk awareness, risk 
taking and risk management, in other words the organisation’s risk culture. 

 
As the former Government Actuary, Trevor Llewellyn says, failure of an organisation is 
often caused by contagion. But of course the contagion needs to be transmitted through 
the organisation, and it is my contention that the main transmittal method is the culture 
of the organisation. So it is a great mystery to me as to why so little has been written 
about risk culture in the Public Sector. Because if you Google “Bank Risk Culture” you get 
almost 30m hits in only a fraction of a second longer than it takes to hit “enter”. So for 
Banking this is a crowded space! Search for “Risk Culture” on the NAO site and you get no 
hits at all, not a one. Review their Good Practice Paper: “Managing Risk in Government” 
from 2011 (after the GFC and as much of the risk culture commentary was being 
propagated in the private sector), and they talk about proportionality, process, 
accountability and all of those good things, but they barely talk about risk culture. In a 
little under 6,000 words, the word “culture” gets precisely four outings. And yet the 
stresses that have been put on the Public Sector for the last five years, and those that 
are bearing down in the next are at least the equivalent of those in the Banking and other 
private sector organisations. And the stresses will inevitably manifest themselves in a 
stressed culture. 
 
If the Public Sector is to take anything from what the rest of the economy is doing about 
the active management of risk, it has to be that risk culture MUST be on the agenda of 
every organisation. This is only taking the lessons that some regulators are already 
passing on to their regulatees. In fact take a regulator - any regulator - and they will tell 
you precisely what interests them right now: Culture or perhaps the Risk Culture. So 
perhaps it is worth considering what the FSB had to say on the matter:  
 

“Culture can be a very complex issue as it involves behaviours and attitudes... While various 
definitions of culture exist, supervisors are focusing on the institution’s norms, attitudes and 
behaviours related to risk awareness, risk taking and risk management, or the institution’s 
risk culture.” 
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They describe the conditions for a good risk culture, being good governance, a clear 
understanding of risk appetite and compensation practices. They also provide four 
indicators: 

• Tone from the top; 
• Accountability; 
• Effective communication and challenge; and 
• Incentives. 

 
While they acknowledge that assessing each of these, and their interdependence is 
complex, there is comparatively little guidance as to how this might be interpreted. This 
leaves the space open for 
management to make appropriate 
assessments of their own culture, 
and many are struggling right now 
to put qualitative assessments in 
place, let alone quantitative 
assessments. And I am suggesting 
that the Public Sector can leapfrog 
into the middle of the 21st Century 
by taking this message on board 
now. In fact I cannot think of 
anything more important in the 
massive risk management game of 
“dare”, otherwise known as austerity, which is still being played out in every public sector 
organisation. 

A word about risk culture versus culture 
Much has been written about culture and risk culture. Often the terms are used 
interchangeably. I think that the greatest difference is that the culture is about the “here-
and-now” and represents an accretion of all of those activities, values, beliefs and 
attitudes that have built up over the years. It informs the way that an organisation will 
respond to issues as they hit. The risk culture however, is about “tomorrow” and the 
multiple futures that the organisation faces. This is especially important in the context of 
the Public Sector where there are lots of possible futures. Where the culture of “here-and-
now” dominates over the culture of “tomorrow” there will be explosions: Volkswagen is 
one example, and I would suggest that Mid-Staffs Hospital was another: the 
performance demanded now resulted in decisions that were not viable in the context of 
their respective futures. This is why it is important for people to understand their risk 
cultures as well as their cultures. 

A new approach 
Up to now, most culture assessment projects have been based on surveys, interviews 
and observation. All well and good, but hardly definitive because they are almost entirely 
subjective. We are using an approach that looks at the discussions that take place in 



	

	
andersonrisk.com 

 

From 

your organisation about risk, what are termed the Risk Conversations, in other words we 
examine the real artefacts of your culture AND your risk culture.  
 
By using Risk Conversations, you can now Identify whether your organisation has a healthy 
culture AND a healthy risk culture. We can help you to identify real indicators of the 
effectiveness of the “tone from the top”, or whether “accountability” is really embedded 
into the organisation. We can measure the level of “effective communication and 
challenge” and the impact of “incentives”. At the same time, we can help you to identify 
those aspects of your culture (AND risk culture) where you should be concerned: for 
example are your espoused values those that are real in the organisation. What is your 
staff’s attitude to risk and do these attitudes persist in pockets or right through the 
organisation. Just as a CT Scan will identify tumours in cancer patients, Risk 
Conversations will identify the signs of cancerous attitudes in your business. 
 
Whether you use this for a periodic check-up, or a real time constant monitor is up to 
you. But Risk Conversations can put dashboard reporting about the culture and risk culture 
of your organisation at your fingertips.  
 
 

 

	

Risk Conversations 
For more information on Risk Conversations go to: 
http://andersonrisk.com/publications/downloads/  


