
Internal Audit, Risk, Business & Technology Consulting 

Protiviti Perspective provided by Roger Z., Houston

CONDUCT RISK AND 
CULTURE PRESENTATION
19th April 2018

Bernadine Reese & Fintan Canavan 



© 2018 Protiviti – Confidential. Protiviti is not licensed or registered as a public accounting firm and does not issue opinions 
on financial statements or offer attestation services. All registered trademarks are the property of their respective owners.

WHAT IS CULTURE?

Everyone within an organisation experiences the effects of organisational culture on performance every day. 
Culture manifests itself in a number of ways across the organisation, but what you see, hear and feel is not 
always an accurate reflection of the true drivers of the culture. 

Artefacts

Espoused Beliefs
& Values

Basic 
Underlying

Assumptions

• Visible and ‘feelable’ structures and 
processes

• Observed behaviour 
• Difficult to decipher
All the things that you see, hear and feel as you encounter 
a group for the first time

• Ideals, goals, values, aspirations
• Ideologies and rationalisations
• May or may not be congruent with behaviour & other artefacts

The organisation's stated or desired cultural elements. The collective 
interpersonal behaviour and the values as demonstrated by that 
behaviour

• Unconscious, taken-for-granted beliefs and values
• They determine behaviour, perception, thought and feeling
Actual values that the culture represents - a true reflection of the culture. 
Typically so well integrated in the office dynamic that they are hard to 
recognise from within and may differ by geography

Examining artefacts and espoused beliefs and values may provide a proxy for an organisation’s culture. However, only by 
identifying the basic underlying assumptions that are driving the way people behave is it possible to get to the heart of an 
organisation’s culture. 
Edgar Schein, Organisational Culture and Leadership, 4th Edition
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INDICATORS OF A SOUND RISK CULTURE

Tone from the 
top

Accountability

Effective
communication
and challenge

Incentives

• Leading by example
• Assessing espoused values
• Ensuring common understanding and 

awareness of risk
• Learning from past experiences

• Open to alternate views
• Stature of control functions

• Remuneration and performance
• Talent development

• Ownership of risk
• Escalation process
• Clear consequences

Indicators of a 
sound risk culture

Source: Thomson Reuters Report
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INTERRELATIONSHIP - CONDUCT RISK AND CULTURE

The Interrelationship Between Culture, Personal Liability, Conduct Risk and Enforcement

Source: Thomson Reuters Report

• The relationship between the four concepts 
illustrates that the conduct risk a firm runs 
are moderated by the personal liabilities 
attached to the firm’s senior managers.

• Culture plays an important part in an 
organisation and therefore, regulators 
recognised that all good things, in 
behavioural terms, flow from getting culture 
right. 

• Personal accountability is intended to focus 
executives’ minds, forcing them to address 
the level of risk to which they expose the 
firm and, by extension, themselves. This 
moderating effect influences the conduct 
risks that the firm will run. 

• The concept of credible deterrence is 
intended to make senior managers think 
carefully about the risks they are prepared to 
run and, in the extreme, enforcement action 
will clarify where risks were wrongly taken in 
the first place. That, in turn, influences the 
firm’s culture and the individual 
accountability of managers.
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QUESTIONS FOR CONSIDERATION

Overall framework 
• What are key features of a conduct & culture framework in the aviation industry ?

Implementation
• What barriers to implementation would they have experienced?
• What types of policies would they need to support a robust conduct & culture 

management framework?

Key challenges 
• How do you think the industry overcomes vast cultural differences around the world? 
• How does the industry ensure that the standards are consistent and a customer sees a 

consistent approach? 

Outcomes
• How does the industry know it is achieving the optimal management of conduct risk? 
• How does the industry learn from mistakes / incidents / near misses ? 
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CASE STUDY FOR AVIATION INDUSTRY 

British Midland Crash (Kegworth in Leicestershire) 

• On January 8, 1989, a Boeing 737 airplane crashed on to the M1 motorway near East Midlands airport, killing 47 people

• Approximately 13 minutes after take-off from London's Heathrow Airport, on a flight planned to Belfast, Ireland, the outer 
portion of a fan blade on the number one engine failed as the airplane was climbing through 28,000 feet. 

• The fan blade failure resulted in high levels of airframe vibration, a series of compressor stalls in the left engine, fluctuation 
of the left engine parameters, and smoke and fumes in the flight deck.

• The crew initiated a diversion to East Midlands Airport, which progressed normally until, at 2.4 nautical miles from the 
runway, a fire warning and abrupt thrust loss occurred on the left engine.

Impact:
• Most of the deaths occurred at the front of the plane, but 79 people, including the two pilots, survived.

• Thirty-nine passengers died in the accident, and eight others died later due to their injuries.

Results

Source: ITV, BT, FAA

• The official report into the disaster made 31 safety recommendations.

• Research into the injuries sustained in the crash led to considerable improvements in 
aircraft safety and an overhaul of emergency instructions for passengers.
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DENISON MODEL OF ORGANISATIONAL CULTURE
The Model and survey provide a method for assessing culture in an organisation against a 
number of defined traits and indices which describe specific behaviours in business language.

The results of the diagnostic will be presented graphically (see below). The more colour that is visible, the stronger
that trait or index is demonstrated within the organisation culture. Full colour is the aspirational/desired end state.

Adaptability
Patterns.. Trends..

Market
Translating the demands of 
the business environment 

into action
“Are we listening

to the Marketplace?”

Involvement
Commitment ... Ownership 

… Responsibility 

Building human capability, 
ownership, and responsibility  

“Are our people aligned
and engaged?“

Mission
Direction.. Purpose.

Blueprint
Defining a meaningful long-

term direction for the 
Company

“Do we know where 
we are going?”

Consistency
Systems…   Structures…   

Processes 
Defining the values and 

systems that are the basis of 
a strong culture

“Does our system
create leverage?”
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BENCHMARKING EXISTING CULTURE
Using the Denison Model and Survey Results

This is then shown against the Denison model – as shown 
left. The more colour showing, the ‘better’ the performance 
compared to the comparison group. High performing 
organisations will have full colour. Where there is “white 
space” there should be balance across each of the four traits.

Additional reports can be produced to show responses 
against specific sections of the model – see right.

Evaluating and Benchmarking Culture
• Through the use of the Denison model and the Organisational Culture Survey we can bring you a solution 

which enables you to measure your current organisational culture, identify where there may be potential 
gaps as well as providing a process for through which you can either manage and, if appropriate, change 
aspects of culture.

• The Denison Model and surveys provide organisations with a common language and structure to talk 
about culture across the organisation, We will work with you to identify the right size and scope for 
undertaking the diagnostic as well as supporting the development of a strong stakeholder engagement 
and communication plan. The Model is based on over two decades of research linking culture to bottom 
line performance measures.

Interpreting the Results
• The results of the Denison Survey will be collated and presented in a number of formats that allow 

organisations to drill down in to the various dimension of the model. A summary report will be prepared 
showing the overall assessment against each of the traits and indices. The results are compared to a 
baseline group of over 1200 organisations and then presented as percentile scores against that group to 
provide a comparison perspective against that benchmark. You will therefore be able to benchmark your 
own cultural strengths and weaknesses against other global organisations. 
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