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The outcomes we want to achieve

Objectives of today’s discussion

Today’s forum will allow us to:
1. Discuss what is culture, why it matters and triggers for focus 
2. The focus on risk culture

○ Steps to evolve a financial organisation’s risk culture
○ Risk culture measurement and reporting
○ APRA’s expectations

PwC
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Culture can be described as …a 
system of shared values 
(that define what is important) 
and norms that define 
appropriate attitudes 
and behaviours (how to 
feel and behave).

“ Risk culture can be 
thought of as the impact of 
organisational culture on risk 
management… Risk culture 
is the application of this 
concept to the way a financial 
organisation takes and 
manages risk. Risk culture is 
therefore not separate to 
organisational culture, but 
reflects the influence of 
organisational culture on how 
risks are managed”. 

“

Culture is the way we do 
things around here”

Drennan (1992)
“ Culture is often likened to 

personality – an engrained 
mindset, values and beliefs 
which are difficult to change.”

Sandhya Johnson 

“

Culture is the glue that binds 
individuals to an institution; it 
creates a consistent framework 
for behaviours and business 
practices” 

G30, Banking Conduct and 
Culture: A Call for Sustained and 

Comprehensive Reform (2015)

“
What do we mean by culture?

July 2021
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The importance of culture

July 2021

Why the focus on culture? Why does culture matter?

Society’s values and priorities have shifted with a greater 
emphasis on employee wellbeing1
The 'common root cause' of organisational issues has 
been pockets of poor culture and behaviour2
Culture is seen as key driver of trust in any financial 
organisation3
There is a heightened focus on Executive’s and Board’s 
roles and responsibilities in defining, measuring and 
overseeing culture and behavioural risk. 
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Culture and behaviour is a key differentiator1
A unique and valued asset - where member outcomes 
are at the forefront 2
A key enabler to delivering strategic imperatives, driving 
performance and maximising competitive advantage3
A key driver of employee value proposition4

Triggers for focusing on culture

Significant change/ 
transformation e.g. op model 
redesign/ leadership/ projects

Merger and acquisition 
activity

Alignment with service 
providers - particularly those 

involved in member 
experience

Subculture misalignment - 
e.g. issues/ incidents where 
poor behaviour is the root 

cause



Define the target 
risk culture

Steps to evolve risk culture
Risk culture is the foundation of the risk management framework

Understand the 
current risk 
culture

Make targeted 
interventions

Measure and 
monitor 
progress

● Define target risk 
culture 

● Board input and 
endorsement is essential

● Create a risk culture 
framework to articulate 
core components of the 
target state

Identify critical 
behaviours

● Perform an 
assessment using a 
combination of 
qualitative and 
quantitative data 
techniques to 
understand current 
risk culture (e.g. survey, 
KPIs and data, focus 
groups and interviews)

● Identify risk culture 
strengths and areas of 
opportunity 

● Consider demographic 
reporting and/ or 
divisional deep dives

● Periodically re-perform 
assessment

● Determine critical 
behaviours which will 
drive the biggest impact 
towards the target risk 
culture

● Behaviours should be 
highly visible, trigger 
others to act in a desired 
way and drive 
performance

● Identify the alignment 
between the current 
and target risk culture 
state 

● Identify key 
behavioural drivers - 
both formal and informal 
- to leverage to support 
achieve the target risk 
culture

● Prioritise and design 
interventions to 
address the risk culture 
gaps identified

● Monitor, measure and 
report risk culture 
progress periodically 
to key stakeholders via 
relevant committees

● Provide insights into 
the effectiveness of 
targeted interventions 
and measure the extent 
to which employees 
behaviour is shifting 
over time to align with 
the target risk culture 
and behavioural 
expectations

Where is your financial organisation on the spectrum?
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APRA’s 10 dimensions of risk culture
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APRA recently announced their 10 dimensions that constitute a strong risk culture.

Leadership Risk appetite and 
strategy

Decision making 
and change

Communication and 
escalation

Risk capabilities

Risk governance 
and controls

Responsibility and 
accountability

Performance 
management and 
assessment

Shared values Risk culture 
assessment

APRA is currently undertaking a risk culture survey benchmarking pilot across 8-10 insurers which covers the 
10 dimensions. This exercise will subsequently be rolled out to another 60+ APRA regulated entities including 
RSEs.
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PwC’s Risk Culture Assessment Framework

PwC uses a validated diagnostic framework to assess and explain the link between culture, behaviour and risk management.The below dimensions are 
used to interpret findings for a risk culture review: 

Risk 
mindset 

and 
behaviours

                  Strategy and leadership

Extent to which there is a clear link between strategy, purpose, values, 
behaviours and risk objectives and strategy, and how leaders at all levels 
role model positive risk behaviour and commitment. Key areas explored are:
.

Accountability and Reinforcement

Formal and informal mechanisms through which risk behaviour is reinforced/ 
incentivised and consequences are managed, and the extent to which 
people take personal ownership and accountability for managing risk in their 
day to day roles and risk decisions. Key areas explored are:

Risk Management and Infrastructure

The systems, tools, processes, policies and procedures in place that either 
detract from or support effective risk management. Key areas explored are:

Communication and Capability

Cascade of consistent and transparent risk management communication, 
opportunity to develop skills/capabilities to support employees in managing 
risk, and extent to which information and knowledge is shared across the 
financial organisation. This includes raising risk issues and speaking up. Key 
areas explored are:

• Strategy including interplay with risk management
• Values and behaviours incl. shared values
• Tone from the top
• Leadership 
• Leading by example

• Clarity of roles and responsibility
• Accountability
• Decision making
• Performance management
• Reward and recognition
• Consequence management

• Risk management
• Risk appetite
• Risk governance and controls
• Policies, processes and frameworks
• Systems and infrastructure

• Communication and escalation
• Raising issues and speaking up
• Collaboration and sharing of knowledge
• Lessons learned
• Risk capability and training

7
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Positive observations

Areas of opportunity
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Example insights from performing a risk culture review

Employees feel comfortable to speak up 
and raise risk issues without fear of 
reprisal.

Risk is considered in day-to-day 
decisions, with robust discussion and 
debate.

Employees understand their 
responsibility for managing risk and take 
ownership.

Risk is seen as a ‘handbrake’ with zero 
tolerance for risk, rather than being used 
an as enabler to achieve the strategic 
imperatives inline with risk parameters.

An overarching commitment to serving 
and protecting member’s best interests 
has led to instances of employees finding 
policy/ process workarounds.

There is a reluctance from middle 
management to make and take 
ownership of risk based decisions leading 
to a ‘refer-up’ mentality. This leads to the 
Executive being more involved in BAU, 
rather than focusing on the strategic 
outlook.

July 2021
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Risk culture measurement considerations
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01
02

03
04

05

What are you measuring?

• Agree what you are measuring (e.g. target risk culture/ risk behaviours)

• Measures need to be focused on inputs, actual behaviours and 
behavioural outcomesNo killer metrics

• Use of a combination of qualitative and quantitative metrics from a 
variety of sources to measure progress

• Ensure balance between positive/ negative and leading/ lagging 
metrics

• Consider quality, availability and frequency of metrics
Meaningful analysis

• Some metrics cannot be analysed on their own and need to be looked 
at in combination with others

• Tolerances, weighting and trending can support with providing valuable 
insights

User friendly reporting

• Leverage data visualisation tools (e.g. Power BI) to build 
dashboard and support user experience

• Enterprise wide vs. business unit/ divisional insights

• Supporting analysis and commentary 

• Identification of course correction
Who owns culture?

• Agree roles and responsibilities for culture measurement (e.g. data 
from Risk vs. People and Culture)

• Establish culture governance structure to ensure oversight and 
appropriate coverage at the right committee
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Examples of risk culture measures
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Measures to be aligned to the target risk culture and to include a combination of qualitative and quantitative, leading and lagging, outcome 
measures, behavioural KPIs, progress measures and perception measures. Below are some examples:

Category Example Metrics
Mandatory Training % of mandatory training completion 

Speak Up Measurement of employee survey response to a “speak up” question. E.g. “We can 
raise risk issues or concerns without fear of reprisal”. 

Incident Reporting # of incidents logged by Line 1 

Termination for 
Misconduct/Cause 

# of terminations for misconduct or cause 

Whistleblower # of whistleblower complaints 

Code of Conduct # and/or type of code of conduct breaches

Internal Theft # and/or $ of internal theft 

Line 1 Ownership of Risk # and/or type of breaches, incidents or internal audit issues first identified by Line 1, 
as a % of all new breaches or issues

Timely Action on Incidents # of days taken to record incidents (% recorded within [5] days of identification)

Whistleblower Response Whistleblowing matters taking longer than (X#) months to be addressed 

Incident Escalation # of days taken from date of [high rated] incident to be reported to the Board 

Consequence Management 
Applied 

Consequence management applied to individuals for poor risk outcomes 

Turnover # and/or % of regretted leavers

Budget $ and/or % behind budget

Customer Complaints # of customer complaints and time to to resolve complaint

How is your financial organisation measuring risk culture?

Metrics
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