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The Problem 

1.1 Introduction 
 

According to Jörg Hashagen, Nigel Harman, Michael Conover and Jitendra 

Sharma, in the article Risk Management in Banking: Beyond the Credit Crisis (2009), the 

credit crisis has forced banks to take a critical look at how they manage risk and has exposed 

some significant weaknesses in risk management across the financial services industry. 

The collapse of several high profile banks, the emergency bail out of others, 

departures of CEOs and CFOs, efforts by banks to raise fresh capital were all signs that 

something had gone very badly wrong.  

On first examination, the current predicament appears to stem from the pursuit of 

revenue growth in a world of easy credit (KPMG International Risk management in banking 

beyond the credit crisis, 2009). The reality of course is more complex and a number of themes 

emerge from that: weaknesses in risk culture and governance; gaps in risk expertise at the non 

executive Board level; lack of influence of the risk function; lack of responsibility and 

accountability of those on the front line; a compensation culture too oriented towards year on 

year profit increases; business models that were overly reliant on ample market liquidity.  

Above all this has been a crisis of judgment on the part of many banks, with an 

apparently excessive focus on short-term gain and a lack of healthy skepticism. 

In the wake of the global economic meltdown, chances are there isn’t a 

boardroom or executive management office anywhere today where the topic of improving the 

organization’s risk management capabilities, processes, tools and training isn’t top of mind. 

Companies have stared into the abyss and they don’t want to get that near that 

ledge again. 
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The stakes are even higher given the scope and seriousness of the economic 

downturn. The business community has seen global recessions before, but this is arguably the 

first multi-polar recession. 

That is, the multi-polar world has only come into existence over the past decade 

or so - a world where both the generation and consumption of economic power is emanating 

from multiple points around the globe - not just from traditional, Western and industrialized 

centers of power. How a multi-polar world reacts to prolonged economic duress is still an 

unknown. 

Many jobs and functions have changed or are being looked at with increased 

scrutiny since the 2008 collapse of the global capital markets (Managing Risk for High 

Performance in Extraordinary Times Report on the Accenture Global Risk Management 

Study, 2009), but perhaps none more dramatically than the field of risk management. The first 

truly global financial crisis has revealed the inherent weaknesses in the traditional approach to 

risk management, and the inadequacy of current risk management processes to respond to the 

challenges in the emerging economic order. 

In the 2009 KPMG International survey, Risk management in banking beyond the 

credit crisis, of almost 500 bank executives, almost half (48 percent) of respondents cited risk 

culture as a leading contributor to the credit crisis. In another survey from KPMG 87% of the 

executives interviewed said that their attention to risk culture will increase. We add to that the 

Report on the Accenture 2009 Global Risk Management Study that shows that 82% of the 

executive’s interviewed think that enterprise wide awareness for risk (risk culture) has to 

improve, and 38% think that significant changes are required in this area, only 14% think that 

no changes are needed in risk culture. 

In the article from John Michael Farrel and Angela Hoon, What’s Your 

Company’s Risk Culture?, (2009) they emphasizes that Board members have taken a greater 
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interest in their company's risk management programs, trying to understand the top risks 

facing the organization and their risk mitigation plans. They point out one area of the risk 

management program that has not been a focus until now is a company's "risk culture," a 

critical element of risk management efforts and an area that board members should better 

understand. 

Part of the challenge in addressing the issue is obtaining a clear understanding of 

what is meant by "risk culture." 

1.2 The Study Objective 
 

According to Towers Perrin – 2008 Study Focuses on Risk Culture, two key 

pillars are emerging as supporting components of Enterprise Risk Management (ERM): risk 

culture governance and risk-based decision making. Risk culture, a component organizational 

culture, embodies an interactive system of values and normative behaviors. Leadership can 

shape risk culture to influence appropriate behaviors that help the organization achieve its 

goals and embody its values. But to understand the current baseline or measure progress of 

cultural change, an assessment tool or process is required. 

The study states that to be effective, Risk Culture needs to focus on two key 

categories: Values and Ethics, Internal policies and practices. 

Our study objective is to verify how these two categories are being addressed in 

local Brazilian Financial Institutions. We will consider as a Brazilian Financial Institution the 

ones defined by the Brazilian Central Bank, and that are totally owned by Brazilians 

Companies or natural person. 

The central question of our study is:  How does Brazilian Financial Institutions 

addresses Risk Culture? 
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1.3 Hypothesis 
 

This study intends to test the following hypothesis: 

• H0: Brazilian Financial Institutions have an effective risk culture 

• H1: Brazilian Financial Institutions don’t have an effective risk culture 

 

1.4 Relevance 
 

The Theoretical Background presented will show the importance given to 

Risk Culture by Central Banks and in the Risk Management process, being this 

variable an important item of the  COSO Enterprise Risk Management (see item 1.8) 

framework. We’ll show the importance of Risk Management and how Risk Culture is 

an important variable of this system, helping to prevent losses. 

The relevance of our research is based on the use of the findings to create a 

better understanding of how the variables that composed a Risk Culture are addressed 

in Brazilian Financial Institutions and to supply useful information to help create a 

better Risk Culture and improve the instruments in practice today in the Institutions 

related to the creation and maintenance of this culture.  

 

 

1.5 Theoretical Background 
 
 
 

1.5.1 Defining Risk 
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There are many definitions of risk that vary by specific application and situational 

context. The widely inconsistent and ambiguous use of the word is one of several current 

criticisms of the methods to manage risk.( Douglas Hubbard The Failure of Risk 

Management: Why It's Broken and How to Fix It, John Wiley & Sons, 2009). Max Beran 

(2003) refers to the debate on the meaning of risk as a “hardy perennial for debate”. 

Selected definitions of risk from the literature: 

• "Risk is a Combination of the likelihood of an occurrence of a hazardous event or 

exposure(s) and the severity of injury or ill health that can be caused by the event or 

exposure(s)" (Occupational Health & Safety Advisory Services (OHSAS) 

18001:2007); 

• “Risk...is exposure to a proposition of which one is uncertain.” (Glyn A Holton, 

Financial Analyst Journal, volume 60, Number 6, page 22, 2004); 

• Risk is equal Impact of hazard x Elements at risk x Vulnerability of elements at risk 

(Blong, R. 1996. “Volcanic Hazards Risk Assessment”, pp. 675-698 in R. Scarpa and 

R.I. Tilling (eds.), 1996, Monitoring and Mitigation of Volcano Hazards, Springer-

Verlag Berlin Heidelberg New York.); 

• “‘Risk’ is the probability of a loss, and this depends on three elements, hazard, 

vulnerability and exposure”. If any of these three elements in risk increases or 

decreases, then risk increases or decreases respectively. (FloodRiskNet Newsletter, 

Issue 2, Winter 2003 page 7); 

• “Total risk can be expressed in pseudo-mathematical form as: Risk (total) = Hazard x 

Elements at Risk x Vulnerability” (Granger, Ken, Natural Hazards Volume 30, 2003, 

Number 2, 165-185 - Quantifying Storm Tide Risk in Cairns); 
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• Risk equal Probability x Consequences (FloodRiskNet Newsletter, Issue 2, Winter 

2003, Box 1, page 7); 

• “Risk is a combination of the chance of a particular event, with the impact that the 

event would cause if it occurred. Risk therefore has two components – the chance (or 

probability) of an event occurring and the impact (or consequence) associated with 

that event. The consequence of an event may be either desirable or undesirable…In 

some, but not all cases, therefore a convenient single measure of the importance of a 

risk is given by: Risk = Probability × Consequence.” (Kim, Young, Handbook of 

Coastal and Ocean Engineering page 1040, 2010); 

• “Risk is the actual exposure of something of human value to a hazard and is often 

regarded as the combination of probability and loss”. (Smith K 2001; Environmental 

Hazards Assessing Risk and Reducing Disaster: London: Routledge: 6 -7); 

• “Risk might be defined simply as the probability of the occurrence of an undesired 

event [but] be better described as the probability of a hazard contributing to a potential 

disaster…importantly, it involves consideration of vulnerability to the hazard”.( 

FloodRiskNet Newsletter, Issue 2, Winter 2003, Box 1, page 7); 

• Risk is “Expected losses (of lives, persons injured, property damaged, and economic 

activity disrupted) due to a particular hazard for a given area and reference period. 

Based on mathematical calculations, risk is the product of hazard and vulnerability”. 

(FloodRiskNet Newsletter, Issue 2, Winter 2003, Box 1, page 7). 

 

 

1.5.2 Risk versus Uncertainty 
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In his seminal work Risk, Uncertainty, and Profit, page 11, Frank Knight (1921) 

established the distinction between risk and uncertainty.  

“... Uncertainty must be taken in a sense radically distinct from the familiar notion 

of Risk, from which it has never been properly separated. The term "risk," as loosely used in 

everyday speech and in economic discussion, really covers two things which, functionally at 

least, in their causal relations to the phenomena of economic organization, are categorically 

different. ... The essential fact is that "risk" means in some cases a quantity susceptible of 

measurement, while at other times it is something distinctly not of this character; and there are 

far-reaching and crucial differences in the bearings of the phenomenon depending on which of 

the two is really present and operating. ... It will appear that a measurable uncertainty, or 

"risk" proper, as we shall use the term, is so far different from an unmeasurable one that it is 

not in effect an uncertainty at all. We ... accordingly restrict the term "uncertainty" to cases of 

the non-quantitative type.” 

A solution to this ambiguity is proposed in How to Measure Anything: Finding 

the Value of Intangibles in Business and The Failure of Risk Management: Why It's Broken 

and How to Fix It, by Doug Hubbard:  

• Uncertainty: The lack of complete certainty, that is, the existence of more than one 

possibility. The "true" outcome/state/result/value is not known. 

• Measurement of uncertainty: A set of probabilities assigned to a set of possibilities. 

Example: "There is a 60% chance this market will double in five years". 

• Risk: A state of uncertainty where some of the possibilities involve a loss, catastrophe, 

or other undesirable outcome. 
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• Measurement of risk: A set of possibilities each with quantified probabilities and 

quantified losses. Example: "There is a 40% chance the proposed oil well will be dry 

with a loss of $12 million in exploratory drilling costs". 

 

1.5.3 Risk Management 
 

Risk management is the identification, assessment, and prioritization 

of risks followed by coordinated and economical application of resources to minimize, 

monitor, and control the probability and/or impact of unfortunate events. (Douglas Hubbard 

"The Failure of Risk Management: Why It's Broken and How to Fix It" pg. 46, John Wiley & 

Sons, 2009). 

 

1.5.4 The Committee of Sponsoring Organizations of the Treadway Commission 
 

The Committee of Sponsoring Organizations of the Treadway Commission 

(COSO) is a voluntary private-sector organization, established in the United States, dedicated 

to providing guidance to executive management and governance entities on critical aspects of 

organizational governance, business ethics, internal control, enterprise risk management, 

fraud, and financial reporting. COSO has established a common internal control model 

against which companies and organizations may assess their control systems. 

The COSO "Enterprise Risk Management-Integrated Framework" published in 

2004 defines Enterprise Risk Management (ERM) as a "…process, effected by an entity's 

board of directors, management, and other personnel, applied in strategy setting and across 

the enterprise, designed to identify potential events that may affect the entity, and manage risk 
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to be within its risk appetite, to provide reasonable assurance regarding the achievement of 

entity objectives."  

The framework was adopted by BIS (The Bank for International Settlements) an 

international organization which fosters international monetary and financial cooperation and 

serves as a bank for central banks.), the Bank of Basel, to use them in the banking system 

worldwide. These rules came to Brazil in 1998 and generated a process control controlled by 

our Central Bank for the entire financial system (Central Bank of Brazil, resolution 2554)."  

 

1.5.5 COSO ERM 
 

The COSO ERM Framework (Enterprise Risk Management-Integrated 

Framework COSO, 2004) has eight Components and four objectives categories. It is an 

expansion of the COSO Internal Control - Integrated Framework published in 1992 and 

amended in 1994.  

1.5.5.1 Objectives Categories 
 

Within the context of an entity’s established mission or vision, management 

establishes strategic objectives, selects strategy, and sets aligned objectives cascading through 

the enterprise. This enterprise risk management framework is geared to achieving an entity’s 

objectives, set forth in four categories: 

• Strategic – high-level goals, aligned with and supporting its mission 

• Operations – effective and efficient use of its resources 

• Reporting – reliability of reporting 

• Compliance – compliance with applicable laws and regulations. 
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This categorization of entity objectives allows a focus on separate aspects of 

enterprise risk management. These distinct but overlapping categories – a particular objective 

can fall into more than one category – address different entity needs and may be the direct 

responsibility of different executives. This categorization also allows distinctions between 

what can be expected from each category of objectives. Another category, safeguarding of 

resources, used by some entities, also is described. 

Because objectives relating to reliability of reporting and compliance with laws 

and regulations are within the entity’s control, enterprise risk management can be expected to 

provide reasonable assurance of achieving those objectives. Achievement of strategic 

objectives and operations objectives, however, is subject to external events not always within 

the entity’s control; accordingly, for these objectives, enterprise risk management can provide 

reasonable assurance that management, and the board in its oversight role, are made aware, in 

a timely manner, of the extent to which the entity is moving toward achievement of the 

objectives. 

 

1.5.5.2 Components of Enterprise Risk Management 
 

Enterprise risk management consists of eight interrelated components. These are 

derived from the way management runs an enterprise and are integrated with the management 

process. These components are: 

• Internal Environment – The internal environment encompasses the tone of an 

organization, and sets the basis for how risk is viewed and addressed by an entity’s 

people, including risk management philosophy and risk appetite, integrity and ethical 

values, and the environment in which they operate. 

• Objective Setting – Objectives must exist before management can identify potential 

events affecting their achievement. Enterprise risk management ensures that 
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management has in place a process to set objectives and that the chosen objectives 

support and align with the entity’s mission and are consistent with its risk appetite. 

• Event Identification – Internal and external events affecting achievement of an entity’s 

objectives must be identified, distinguishing between risks and opportunities. 

Opportunities are channeled back to management’s strategy or objective-setting 

processes. 

• Risk Assessment – Risks are analyzed, considering likelihood and impact, as a basis 

for determining how they should be managed. Risks are assessed on an inherent and a 

residual basis. 

• Risk Response – Management selects risk responses – avoiding, accepting, reducing, 

or sharing risk – developing a set of actions to align risks with the entity’s risk 

tolerances and risk appetite. 

• Control Activities – Policies and procedures are established and implemented to help 

ensure the risk responses are effectively carried out. 

• Information and Communication – Relevant information is identified, captured, and 

communicated in a form and timeframe that enable people to carry out their 

responsibilities. Effective communication also occurs in a broader sense, flowing 

down, across, and up the entity. 

• Monitoring – The entirety of enterprise risk management is monitored and 

modifications made as necessary. Monitoring is accomplished through ongoing 

management activities, separate evaluations, or both. 

Enterprise risk management is not strictly a serial process, where one component 

affects only the next. It is a multidirectional, iterative process in which almost any component 

can and does influence another. 
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1.5.5.3 Relationship of Objectives and Components 
 

There is a direct relationship between objectives, which are what an entity strives 

to achieve, and enterprise risk management components, which represent what is needed to 

achieve them. The relationship is depicted in a three-dimensional matrix, in the form of a 

cube. 

Picture 1 – COSO ERM 

 

 

 

For our study we are going to focus in the first component, Internal Environment. 

The internal environment encompasses the tone of an organization, and sets the 

basis for how risk is viewed and addressed by an entity’s people, including risk management 

philosophy and risk appetite, integrity and ethical values, and the environment in which they 

operate. Robert Moeller (Coso Enterprise Risk Management, Understanding the New 

Integrated ERM Framework – 2007 – chapter 12) says that establishing an effective Risk 

Culture is a crucial part for defining the interal environment of a company. 
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1.5.6 Defining Culture 
 

Culture can be defined as the specific collection of values and norms that are 

shared by people and groups in an organization and that control the way they interact with 

each other and with stakeholders outside the organization (Charles W. L. Hill, and Gareth R. 

Jones, - 2001). 

According to Montana, P., and Charnov, B., the values of a corporate culture 

influence the ethical standards within a corporation, as well as managerial behavior (Montana, 

P., and Charnov, B. - 2008). 

 

1.5.7 Defining Risk Culture 

 

Risk Culture can be defined as the system of values and behaviors present 

throughout an organization that shape risk decisions. It influences the decisions of 

management and employees, even if they are not consciously weighing risks and benefits.  

One element of risk culture is the degree to which individuals understand that risk 

and compliance rules apply to everyone as they pursue their business goals. To start, that 

requires a common understanding of the organization and its business purpose (i.e., their 

raison d'être). Today, some seem to have lost sight of those business goals, forgetting that 

they serve the company and shareholders, and not the other way around.  

A company's risk culture is a critical element that can ensure that "doing the right 

thing" wins over "doing whatever it takes."  

Although risk culture has become a fundamental building block of good ERM 

practices, many companies show evidence of deficiencies in this area. As shown in the 
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previously cited KPMG survey, more than half (58 percent) of corporate Board members and 

internal auditors surveyed by KPMG said that their company's employees had little or no 

understanding of how risk exposures should be assessed for likelihood and impact. One-third 

of those same respondents also said that key leaders in their organization had no formal risk 

management training or guidance, with only 16 percent receiving at least annual training.  

Employees need to understand how to make educated risk-related decisions to 

ensure consistent risk behavior throughout the organization. But without training, there is no 

basis for critical thinking and judgment around risk decision-making. Ultimately, without a 

strong risk culture, an otherwise strong ERM program may nevertheless fail to consistently 

prevent poor decision making within the enterprise.  

1.5.8 The Importance of a Risk Culture 
 

“A proactive risk culture must exist in an institution 

to ensure effective risk management.” 

Mr Amando M Tetangco, Deputy Governor of the 

Central Bank of the Philippines 

Mr Amando M. Tetangco, Deputy Governor of the Central Bank of the 

Philippines, at the 2004 Convention of the Professional Risk Managers’ International 

Association Philippine Chapter, at the Asian Institute of Management, Manila, 13 September 

2004., says that a proactive risk culture means there is awareness of risk within an institution 

which permeates the actions and words of all the members of the firm. This can be done 

through regular risk awareness activities, education, open communication lines among 

units/groups concerned, and continuous interaction with senior management. 

When considering the importance of risk culture, it may be asked why some firms 

fared better than others at risk management. Nick Leeson’s actions at Barings would have 
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been less likely if a meaningful “risk culture” had been in place which institutionalized 

management oversight, upheld segregation of duties, and permitted closer monitoring of the 

trading in books that appeared to be profitable. Risk culture is important today because the 

complexity of modern financial instruments makes it possible for even a single, unsupervised 

trader to gamble and lose the entire capital of a firm. 

A good example of recent failure of risk culture is that of the National Australia 

Bank. In January of 2004, the National Australia Bank (NAB), Australia’s largest bank and 

second biggest company was reported to have lost $360 million in foreign currency trading. A 

report released by the Australian Prudential Regulation Authority attributes the losses to the 

four currency options traders who, possessed of an abundance of self confidence, positioned 

the NAB’s foreign currency options portfolio in the expectation that the fall in the US dollar 

that occurred mid last year would reverse and that volatility would eventually stabilize. Rather 

than closing their positions as the market moved against them, the traders chose to conceal 

their true positions - allowing those positions to deteriorate unchecked over a period of three 

months before they were finally discovered. The traders were able to paint a rosy picture of 

P&L and masked losses by amending trades and using fictitious trades. By the time they were 

discovered, the positions held were totally out of control. 

The report highlighted that the risk control failures have more to do with poor 

implementation than poor design. On paper, NAB’s existing control framework should have 

been able to identify and contain risk positions of the traders. There are many layers to NAB’s 

internal control framework, the risk management group and the board included, but they 

failed at every level to detect and shut-down the irregular currency options trading activity. 

The NAB’s internal governance model, which should have enabled timely identification and 

effective and quick escalation of serious risk issues on the currency options desk, simply did 

not function. 
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1.5.9 Aspects of Brazilian Organizational Culture 
 

According to Rebeca Alves Chu and Thomaz Wood Jr., at Revista de 

Administração Pública vol. 42 no.5 Rio de Janeiro Sept./Oct. 2008, in Brazil, most studies 

that aim to understand the impact of the traces of Brazilian culture in the management of 

organizations rests on work on the historical background, cultural, social and economic of the 

country. Such studies were produced in the 1990s and show a huge diversity of national 

cultural traits that characterize the way organizations are managed within the country (Motta 

and Caldas, 1997; Barros and Prates, 1996; Freitas, 1997, Barros and Prates, 1996; Davel and 

Vasconcelos, 1997; Matheus, 1997; Costa, 1997; Vergara, Moares and Palmeira, 1997; Motta, 

1996, Wood and Caldas, 1998; Caldas, 1997; Motta, and Alcadipani Braslo, 2001). Studies 

vary with respect to the scope and methodology proposed. However, You can see the 

following trends or important characteristics: first, the incorporation of local studies 

conducted by renowned anthropologists, Local economists and sociologists as Gilberto 

Freyre, Sérgio Buarque de Holanda, Caio Prado Junior, Roberto DaMatta and secondly the 

influence of classificatory scheme of Hofstede (1997, 2001), and third, the attempt to portray 

local organizational culture through the identification and analysis of trace cultural landmark. 

A review of these studies enabled the visualization of the elements used by 

authors to define the cultural traits that permeate the organizations in Brazil that would define 

how management is practiced in the country are often overlapping or similar. Therefore, are 

placed the following six essential and central Brazilian organizational cultures treated in these 

studies:  

• Knack - behavior that aims to harmonize the rules and regulations 

universal life with the everyday needs of citizens, seeking achieving goals despite legal 
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stipulations to the contrary. Reveals a "battle" between universal laws and personal 

relationships. According to anthropologists Brazil (Barbosa, 1992; DaMatta, 1991) the 

Brazilian way is a strategy to soften the impersonal forms of governing relations personal. 

The knack is ambiguous and admits double reading may mean a conformist attitude of living 

with the status quo unfair and unacceptable, and can be seen as a way to survive the everyday, 

a feature cultural resistance; 

• Inequality of power and hierarchy - the system of hierarchical relationships 

that prevailed in relations between master and slave in colonial Brazil scored 

deeply the local society. In societies like the U.S. has been based on the assumption that every 

citizen is equal before the society and the law. In Brazil, many individuals think themselves 

special rights that disclaim subject to the law of nature generalizing. The popular expression 

"You know with who you're talking with?" is commonly heard in situations of conflict and 

reveals an authoritarian reaction, which tries to impose a special condition. The inequality of 

power rooted in Brazilian culture and the culture Brazilian organizational hierarchy reveals 

the strength of the relationship between people and the great importance given to individual 

status and authority of higher (Motta, 1996; Barros and Prates, 1996; Freitas, 1997); 

• Flexibility - flexibility that permeates the behaviors in organizations the 

country is reflected in the adaptability and creativity of people. Adaptation refers to the ability 

to adjust to different situations and creativity refers to the ability to innovate. Within 

organizations this aspect emerges from the historical capacity of organizations and individuals 

adaptation to different and difficult economic situations and the many practical and 

administration tools brought from other management contexts (Barros and Prates, 1996);  

• Plasticity - has as its root a taste for mixing, by young and exotic, which 

marked the colonization of the country. The Portuguese colonizer is distinguished from other 

settlers by the lack of race pride, for strong attraction to the sensual and the exotic and the 
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taste for racial mixing. The plasticity is manifested by the easy assimilation of foreign 

customs and practices and shows the propensity to target models and concepts developed in 

other management contexts over those developed locally. Historically and traditionally the 

adoption of concepts and references in the management of foreign organizations in Brazil is 

without criticism, which shows the high degree of permeability of the nation to what is 

developed there out. However, it is necessary to emphasize that this assimilation can occur in 

some cases only superficially, cheating least one observer attentive behavior and indicating a 

shell (Wood and Caldas, 1998; Caldas, 1997; Motta, Alcadipani and Bresler, 2001; Keinert 

and Bertero, 1994); 

• Personalism - express the importance attached to people and interests personal 

to the detriment of persons or interests of the group or community. 

Indicates the high degree of confidence placed in the network of friends and family for 

solving problems or obtaining privileges. The popular expression place "for friends 

everything, for the enemies to nothing, to the indifferent the law "attributed to an important 

political figure of the twentieth century illustrates this trait. In Brazil, the limited application 

of the law is reserved for the anonymous citizen, isolated and unrelated (Barros and Prates, 

1996; Freitas, 1997; Motta, 1996); 

• Formalism - is reflected in organizations through behaviors that seek first to 

reduce the risk of ambiguity and uncertainty, and second, increase predictability and control 

over the actions and behaviors humans. This search is done through the creation of large 

amounts rules, standards and procedures designed to ensure safety. That is, this trait is present 

in the attachment to laws and rules and may cause discrepancies between what is written and 

what is done or between what is said and what is actually done. In practice, this condition is 

increasing the number of control activities (Barros and Prates, 1996; Alcadipani and Motta, 

1999). 
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The studies that have sought to understand the impact of culture Brazilian 

management organizations in the country also allowed the visualization traits more peripheral 

to the organizational culture in Brazil that, although not central in these studies, come to 

finalize the composition of traits that characterize the Brazilian organizational culture and 

how management is practiced in the country. Then these features are discussed briefly and 

succinctly.  

The management in Brazil is slightly more geared to female values - how to care 

for others, equality, welfare, quality of life - that men values - such as aggressiveness, 

assertiveness, results, performance, among others (Urdan and Urdan, 2001; Alcadipani and 

Crubellate, 2003). The guidance for action and organizational planning is reduced. Time is 

inefficiently managed and predominant orientation is for the short term. Of large power 

distance between people derive traces of authoritarianism - An excess of respect and 

submission to the figure of power - the discomfort before open conflict and the stance of 

spectator (Barros and Prates, 1996). 

Additionally, Brazil is seen as a country whose people and organizations often 

exhibit behaviors friendly, ie, behaviors permeated by the affectionate look, but not 

necessarily true or deep. Translates into reduced capacity to say "no" (Costa, 1997). 

 

1.5.10 Financial Scandals 
 

"Bankers who hire money hungry geniuses should 

not always express surprise and amazement when some of them 

turn around with brilliant, creative, and illegal means of making 

money."  

Linda Davies author of financial thrillers and former banker at the 2002 
conference on European Monetary Union 
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1.5.11 GOULD AND FISK (1869)  

 

In 1869 Jay Gould and James Fisk attempted to corner the gold market. In 

furtherance of their scheme they persuaded President Grant to keep federal gold reserves out 

of circulation. Eventually, they wound up controlling enough of the available supply of gold 

in New York City to bid up the price to record levels. Once President Grant realized he'd been 

had, the federal government resumed the sale of gold, and the price crashed--and along with it 

the stock market. (George Mason University´s; History News Network; What Are the Biggest 

Financial Scandals in U.S. History?, January 8, 2002). 

 
 

1.5.12 PANIC OF 1873  

 

Risky loans made by high-flying bankers to railroad operators and others 

contributed to the worst economic collapse of the nineteenth century, the Panic of 1873. Ten 

thousand businesses were forced to close in a depression that lasted until 1878. (George 

Mason University´s; History News Network; What Are the Biggest Financial Scandals in U.S. 

History?, January 8, 2002) 

 
 

1.5.13 SAVINGS AND LOAN (1980s)  

 

Thrifts had been established originally to help homeowners obtain mortgages. But 

in the 1970s inflation undermined the stability of the industry, sticking the thrifts with low-

interest mortgages arranged years before when inflation was slight. To help the thrifts survive 

Congress deregulated the industry, lifting restrictions on the kinds of loans they could make. 

Swindlers immediately took over the industry. As the saying went, "why rob a bank if you can 
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own one." By the end of the 1980s the thrifts were in danger of collapsing after approving 

billions in insider loans for worthless projects. Congress eventually bailed out the industry at 

taxpayer expense. (George Mason University´s; History News Network; What Are the 

Biggest Financial Scandals in U.S. History?, January 8, 2002) 

 
 

1.5.14 NOSSA CAIXA BANK (2005) 

(http://www.mp.sp.gov.br/portal/page/portal/clipping/publicacao_clipping/2005/Dezembro/no
va_pagina_1_22.htm ) 

 
 

In 2005 the Office of the State of São Paulo received anonymous complaint about 

irregularities in the advertising budgets of the bank Nossa Caixa, where for a period of one 

year and six months operated with expired agreements with two advertising agencies, the 

Colucci & Associates Advertising Inc., Full Jazz and Communication and Propaganda Ltda., 

worth R$ 28 million. The complaint eventually started an internal inquiry at the bank, under 

orders from Carlos Eduardo Monteiro, former president of Nossa Caixa, to investigate the 

administrative error. In a circular to the bank's board, Charles Miller reports that on June 29, 

2005 was sought by Jaime de Castro Junior, then marketing manager of Nossa Caixa, who 

informed him of failure in the extension of contracts in a timely manner due to the legal 

bureaucracy. The result was the removal of Castro and a run and the convening of a new 

notice in the amount of $ 40 million. 

The bank after the conclusion of the inquest and the removal of those responsible, 

the results of the inquiry sent to the State Court. 
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1.5.15 BANESTADO (1990s) 
The scandal of Banestado involved illegal remittances of foreign currency, using 

the Brazilian public financial system, in the second half of the 1990s. There was a federal 

investigation and prosecution of the Parliamentary Commission of Inquiry in 2003. 

Troughs the Banestado scheme were sent a total of $ 19 billion illegally into the 

United States of America. The U.S. authorities have subsequently recovered $ 17 million that 

were returned to Brazil. 

In 1996, the manager of the institution responsible for the exchange area was 

accused of embezzling $ 228,300 from an account of the bank at the New York agency. In his 

written defense, not only admitted the diversion scheme and revealed details of capture and 

shipment of illegal money abroad, listing 107 accounts that agency in New York. 

 

Sources: Enigmas do caso Banestado in: CorreioWeb. 5 jun 2003. PF apura se 

Nahas "copiou" casos Banestado e Alstom in: Folha Online. 30 jul 2008. A origem do caso 

Banestado in: Pernambuco.com 1 set 2003.  

 

 

1.5.16 BANCO MARKA (1999) 

 

In January 1999, the Brazilian Central Bank raised the ceiling of the dollar from 

R$ 1.22 to R$ 1.32. That was the output to avoid worse damage to the Brazilian economy, 

weakened by the Russian financial crisis, which spread worldwide at the end of 1998.  

At that time Banco Marka had 20 times its equity applied to sales contracts in the 

futures market for U.S. dollars. With the setback, Banco Marka was not honoring 

commitments and sought help from BC.  
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On the grounds of avoiding a crash in the market the Central Bank sold cheaper 

dollar to Marka and FonteCindam, help that caused a huge damage to public coffers.  

Two months later, five witnesses leaked the case alleging that Banco Marka 

bougth inside information from the Central Bank. 

The acting head of the Department of Supervision of Central Bank was Teresa 

Grossi, who mediated the negotiations and asked the Brazilian Mercantile & Futures 

Exchange a letter to justify the bailout. The case was subject to a CPI, which concluded that 

there was a loss of about R$ 1.5 billion to public coffers.  

The CPI accused the top leadership of the Central Bank of trafficking of 

influence, reckless management and various other crimes.  

Source: Entenda o caso do banco Marka e de Salvatore Cacciola published at 

Folha de S.Paulo 17/09/2007  

 

1.5.17 ENRON (2002) 
Source: Case Study elaborated by The University of The Witeatersrand 

Johannesburg 2010. 

 

Once the seventh largest company in America, Enron was formed in 1985 when 

InterNorth acquired Houston Natural Gas. The company branched into many non-energy-

related fields over the next several years, including such areas as Internet bandwidth, risk 

management, and weather derivatives (a type of weather insurance for seasonal businesses). 

Although their core business remained in the transmission and distribution of power, their 

phenomenal growth was occurring through their other interests. Fortune Magazine selected 

Enron as "America's most innovative company" for six straight years from 1996 to 2001. 

Then came the investigations into their complex network of off-shore partnerships and 

accounting practices.  
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The Enron fraud case is extremely complex. Some say Enron's demise is rooted in 

the fact that in 1992, Jeff Skilling, then president of Enron's trading operations, convinced 

federal regulators to permit Enron to use an accounting method known as "mark to market." 

This was a technique that was previously only used by brokerage and trading companies. 

With mark to market accounting, the price or value of a security is recorded on a daily basis 

to calculate profits and losses. Using this method allowed Enron to count projected earnings 

from long-term energy contracts as current income. This was money that might not be 

collected for many years. It is thought that this technique was used to inflate revenue numbers 

by manipulating projections for future revenue.  

Use of this technique (as well as some of Enron's other questionable practices) 

made it difficult to see how Enron was really making money. The numbers were on the books 

so the stock prices remained high, but Enron wasn't paying high taxes. Robert Hermann, the 

company's general tax counsel at the time, was told by Skilling that their accounting method 

allowed Enron to make money and grow without bringing in a lot of taxable cash.  

Enron had been buying any new venture that looked promising as a new profit 

center. Their acquisitions were growing exponentially. Enron had also been forming off 

balance sheet entities to move debt off of the balance sheet and transfer risk for their other 

business ventures. These SPEs were also established to keep Enron's credit rating high, which 

was very important in their fields of business. Because the executives believed Enron's long-

term stock values would remain high, they looked for ways to use the company's stock to 

hedge its investments in these other entities. They did this through a complex arrangement of 

special purpose entities they called the Raptors. The Raptors were established to cover their 

losses if the stocks in their start-up businesses fell.  

When the telecom industry suffered its first downturn, Enron suffered as well. 

Business analysts began trying to unravel the source of Enron's money. The Raptors would 
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collapse if Enron stock fell below a certain point, because they were ultimately backed only 

by Enron stock. Accounting rules required an independent investor in order for a hedge to 

work, but Enron used one of their SPEs.  

The deals were so complex that no one could really determine what was legal and 

what wasn't. Eventually, the house of cards began falling. When Enron's stock began to 

decline, the Raptors began to decline as well. On August 14, 2001, Enron's CEO, Jeff 

Skilling, resigned due to "family issues." This shocked both the industry and Enron 

employees. Enron chairman Ken Lay stepped in as CEO.  

 

1.5.18 WORLDCOM (2002) 
 

On June 26, 2002, the US-based telecommunications major WorldCom received 

unprecedented media coverage all over the world. The company had earned the dubious 

distinction of being involved in the largest accounting scandal ever to hit the US corporate 

history. WorldCom had reportedly misrepresented its financial statements to an extent of 

around US$ 4 billion. The company admitted that it had resorted to fraudulent accounting 

practices for five quarters (four quarters of 2001 and the first quarter of 2002). Soon after, 

WorldCom terminated the services of some of its top executives including Scott Sullivan 

(Sullivan), the Chief Financial Officer and David Myers, the Senior Vice President and 

Controller. The company's auditors held Sullivan responsible for the accounting mess and 

Sullivan was soon arrested on charges of fraud and misrepresentation. Adding fuel to the fire 

was the fact that Arthur Anderson was WorldCom's auditor while the inappropriate 

accounting was taking place. 

However, Arthur Andersen tried to wash its hands off the crisis stating that it was 

not aware of the accounting discrepancies. They accused Sullivan for withholding crucial 

information about book-keeping practices followed at WorldCom.  
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With the sudden appearance of a US$ 4 billion hole in its balance sheet, 

WorldCom was in an acute financial crisis. A severe cash crunch forced the company to 

layoff 17000 workers, which constituted 20% of its global workforce. Eventually, the 

financial crisis forced WorldCom to file for reorganization under chapter 11 of the 

Bankruptcy Code in July 2002, In August 2002, WorldCom shocked company observers and 

stakeholders yet again by reporting an additional improper reporting in its financial 

statements. This time around, the amount involved was US$ 3.3 billion, carried out by 

manipulating the EBITDA during 1999-2001, and the first quarter of 2002. By late 2002, the 

extent of misappropriation by WorldCom was estimated to be well over US$ 9 billion. 

Source: The WorldCom Accounting Scandal 2002 ICMR IBS Center for 

Management Research 

 

1.5.19 SADIA (2008) 
 

Sadia, one of the main food industries in Brazil, computed high losses in their 

balance of 2008, generated by positions in derivatives exchange that exceeded the company's 

policies. The injury is the result of operations in the foreign exchange market. The loss of 

Sadia, which comes to $ 760 million, caused the resignation of the Director of Finance and 

Corporate Development Company, Adriano Lima Ferreira.. The preferred (NP, non-voting) 

by Sadia plunged 35% in the Bolsa de Valores de Sao Paulo. It was the biggest drop among 

the stocks traded on the exchange. Common shares (ON, with voting rights) fell 22%.  

These losses are due to the high dollar, driven by risk aversion that gripped the 

markets. Generally, in times of crisis, investors seek safety in bonds of U.S. debt, which 

causes the dollar rose. 
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Sadia carried out operations in foreign exchange derivatives market - the company 

was positioned to profit with the possible continuation of the trend of appreciation of the real 

against the dollar, which ended up not happening due to the worsening of the crisis. The high 

dollar, which reached the border on the 18% in September, has made these operations resulted 

in injury. 

The Comptroller and Director of Investor Relations, Welson Teixeira Junior said 

the company's positions in derivatives exchange exceeded the company's policies and that 

therefore it was necessary to realize the framework, through the liquidation of contracts, 

assuming the damage. 

"This happened quite quickly, amid the crisis. Once detected, the board took note 

and immediately ordered the reclassification," said the executive, adding that the company 

will investigate in detail what happened and can eventually spread further clarification.  

Brazilian food companies with strong performance in exports normally work with 

derivatives exchange seeking to offset (hedge / security) any loss in revenue on exports 

generated by the appreciation of the real against the dollar. But in the case of Sadia, as 

recognized by the director, operations extrapolated the hedge that would be appropriate. 

Asked if at times prior to the crisis, since these transactions took place some time ago, the 

company recorded profits due to falling dollar, the director said he did not have at the 

moment, details about it. 

The situation, as investor concern about what else might be happening in the 

Brazilian corporations, affected the Stock Exchange (Bovespa) and caused several companies 

disclose reported to inform that do not have heavy exposure to financial instruments. Experts 

await results of the impacts on companies in the next two quarters. 

"Investors are right to be worried. It is a yellow sign. We all look for companies 

that have more international operations, which often make derivative operations," said Lucy 
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Souza, president of the Association of Investment Analysts and the Market Capital (Apimec) 

in São Paulo. 

"It was really a surprise, nobody was expecting," said industry analyst in the pulp 

and paper brokerage Ativa, Monica Araujo. "We're doing a survey of companies that might, 

which are traditionally exporters and debt and this could be under pressure with this situation. 

Most are OK, but this work must continue," he added. 

There are doubts about whether the market many other companies could also have 

fallen into the temptation of seeking financial gain currency derivatives, while the ideal would 

be that only seek to ensure balance in the operating side. 

"The issue of derivative is an interesting tool to hedge, but it is misused as a razor 

in the hand of a child," said Carlos Daniel Coradi, director of analyst firm Financial Engineers 

& Consultants. "Few people understand in depth and many companies delude themselves with 

the advantages of pseudo-protection of assets and liabilities through derivatives," he added. 

The director general of the National Association of Grain Exporters, Sergio 

Mendes, said that cases of Sadia seem to represent a situation where the company started to 

invest in hedge operations, which can not occur. "The hedge exist for the company to preserve 

its gains in normal operation. It must not be used as a speculative tool," he said. 

The president of Banco Nacional de Desenvolvimento (BNDES), Luciano 

Coutinho, said the problems identified are isolated by companies Sadia who reported financial 

loss registered with exposure to foreign exchange in the futures markets. "Last week we had a 

scan and we found that very small number of firms exposed to foreign exchange futures and 

who had damage to the reversal of the exchange rate," he said.  

The news has contaminated the actions of many Brazilian companies on the 

Bovespa, analysts worried that the problem could be occurring in most companies. Exporters 

of meat Marfrig and Minerva and exporter of sugar and alcohol Cosan sent notices to the 
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market saying they have no operations of leveraged derivatives and their hedging operations 

are aligned with the business side, but it seems that the market is skeptical. Actions such as 

the export of poultry and pigs Perdigão, for example, fell 5.77%.  

Source: Estadão, 26 of September of 2008. 

 

2 Methodological Aspects 
 

2.1 Research Type 
 

Our search will be based on explanatory research. For Sampieri (1991) 

Exploratory studies are used to increase the degree of familiarity with relatively unknown 

phenomena, in our case Risk Culture in Brazilian Financial Institutions, inquire about the 

possibility of carrying out a more thorough investigation on a particular context of real life 

and set priorities for further investigations, among other uses. Exploratory research provides 

the formation of ideas for understanding the whole problem (Malhotra, N.K. Marketing 

research: an applied orientation. Englewood Cliffs, NJ: Prentice-Hall, 1993). 

According to Malhotra (Malhotra, N.K. Marketing research: an applied 

orientation. Englewood Cliffs, NJ: Prentice-Hall, 1993, p. 156) "the research with qualitative 

data is the main methodology used in exploratory studies and consists of a method of data 

collection unstructured, based on small samples and that facilitate an initial understanding of 

the whole research problem”. 

 To classify the research we used the taxonomy from Vergara (MÉTODOS DE 

PESQUISA EM ADMINISTRAÇÃO. Vergara, Sylvia Constant. Editora Atlas, 2005) that 

qualifies in two respects: as to the purposes and to the means. 
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For the purpose, the research will have characteristics of an exploratory nature, 

but is mainly descriptive. Exploratory, because it is the area where you have little systematic 

knowledge. His purpose, however, is descriptive, to describe risk culture in the financial 

institutions. 

To the means, field research and bibliographical by the need to define an 

analytical tool for research, secondary sources of information and the theoretical and 

methodological work, especially on: organizational culture, variables that make up the 

organizational culture, structures, and risk management, among others. 

 

2.2 Population and Sample 
 

Our study population is limited to the following Brazilians Financial Institutions, 

as classified by the Brazilian Central Bank: Multiple Banks, Brokerage Companies and 

Investment Banks. 

Multiple Banks are financial institutions or private organizations that perform any 

active, passive and various ancillary financial institutions, through the following portfolios: 

trade, investment and/or development, credit real estate, leasing and credit financing and 

investment. These operations are subject to the same laws and regulations applicable to 

institutions related to natural portfolios.  The commercial bank should be established with at 

least two portfolios, one of which, necessarily, commercial or investment, and be organized in 

the form of corporation. The institutions with commercial portfolio can capture deposits. In its 

name must contain the words "Bank" (Resolution CMN2099, 1994).In July 2009 we have 140 

Multiple Banks in Brazil (Banco Central do Brasil Diretoria de Normas e Organização do 

Sistema Financeiro Departamento de Organização do Sistema Financeiro Quantitativo de 

instituições por segmento – July 2009) 
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Brokerage Companies are made in the form of a corporation or limited liability. 

Among its objectives are: operating in stock markets, subscribe to bonds and securities in the 

market, buy and sell securities on their own and others, take charge of portfolio management 

and custody of securities; act as a trustee to establish, organize and administer funds and 

investment clubs, issue certificates of deposit of shares and debentures pledges of debentures; 

intermediate foreign exchange transactions, may conduct the foreign exchange market 

floating rates, may conduct margin account; make repo, practice buying and selling of 

precious metals in the physical market on their own and others, operate in commodities and 

futures on their own and others. They are supervised by the Central Bank of Brazil (CMN 

1655, 1989). In July 2009 we have 108 Brokerage Companies in Brazil (Banco Central do 

Brasil Diretoria de Normas e Organização do Sistema Financeiro Departamento de 

Organização do Sistema Financeiro Quantitativo de instituições por segmento – July 2009) 

Investment Banks are financial institutions specialized in private equity operations 

of a temporary nature of funding of productive activity for the supply of fixed capital and 

working capital and asset management for third parties. Should be constituted as a corporation 

and adopt, necessarily, in its name, the term "Investment Bank". May not have current 

accounts and raise money through deposits, transfers of foreign funds, domestic and sale of 

shares of investment funds managed by them. The main operations are active in financing 

working capital and fixed capital, or acquisition of securities, interbank transfers and foreign 

loans (CMN 2624, 1999).  In July 2009 we have 16 Investment Banks in Brazil (Banco 

Central do Brasil Diretoria de Normas e Organização do Sistema Financeiro Departamento de 

Organização do Sistema Financeiro Quantitativo de instituições por segmento – July 2009) 

A questionnaire will be sent to all Financial Institutions of our universe, being our 

sample size defined by accessibility, according to the number of Financial Institution that will 

respond to our study. Our network will help to obtain a return of the questionnaires. 
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2.3 Data Collection 
 

Data for this study will be collected through: 

• Search engines and on books, dictionaries, journals, newspapers, theses and 

dissertations with data relevant to the subject. The bibliographical review is the first step in 

building an effective research protocol, that is, after choosing a subject is necessary to make a 

bibliographic review of it. This research helps in choosing an appropriate method, as well as a 

knowledge of the variables and the authenticity of the research (Immanuel Kant 1689- 1755) ; 

• Filed study, through a questionnaire of risk assessment with the institutions 

listed in item Population and Sample. The intention of using a questionnaire is because is   "a 

method for the elicitation, and recording and collecting information"[Kirakowski, 1998] and 

because is “a form....used to obtain demographic information and views and interests of those 

questioned". (Brehob, 2001]. The questionnaire will be subjected trough a preliminary test, 

called pre-test, so that possible failures are evidenced during the development of the 

instrument of data collection. To do this, will be selected 5 to 10 elements belonging to the 

studied population and prompted to answer the questionnaire for its refinement. The data will 

be collected in the last quarter of 2009.  

The subjects will be the directors and managers, who work in the Risk 

Management departments.  

 It is essential that selected people know the process directed to the creation of a 

risk culture in their Financial Institutions. 
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2.4 Data Analysis 
 

The data obtained will be treated quantitatively, using statistical procedures, 

especially the parametric tests, such as correlation between variables. 

Statistical analysis of the forms will consist of techniques such as frequency 

distributions of nominal data, comparison of distributions, proportions and percentages, 

frequency distributions simple ordinal and interval data, besides those related to measures of 

central tendency, among which, median, mean and comparison between them, and thesis of 

the mean difference between different groups (Levin, 2004).  

Regarding the graphical representation of data collected to facilitate the 

interpretation of results, use will be graphics sectors, bars, lines, and tables that can contribute 

to exposure results.  

The data treatment will be better defined after the structuring of the questionnaire. 

 

2.5 Method Limitation 
 

The method selected for the research has limitations with the collection and 

processing of data. 

 With respect to data collection, the greatest weakness concerns the volume of 

data available. The number of financial institutions is small compared with that of more 

developed countries.  This can generate a sample quantitatively small, which may limit the 

application of certain statistical techniques.  

 Another limitation is that the model to assess the effectiveness of the risk culture 

has not been tested.  

When choosing the quantitative method we try to reach an overview to understand 

how different variables associated with culture are treated by the institutions. This method 
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limits the possibility of exploiting some of these variables in greater depth, as it could occur 

by applying a qualitative method. 

 

3 Schedule 
 

Below is the predicted schedule for our study: 

 August September 
 15 30 15 30 
Research X    
Analyses of Answers  X   
Conclusion   X  
Presentation    X 

 

The schedule is divided in 4 sections, being:  

o Research; 

o Analyses of Answers; 

o Conclusion; 

o Presentation. 

4 Scope Limitation 
 

During the process of collecting the data, mainly the application of the 

questionnaire, we came trough problems related to disclosure of information and available 

time from the interviewee. 

 
From the total of 40 questionnaires send trough e-mail, only 4 were answered. In 

order to obtain a higher percentage of response, we began scheduling direct interviews with 

the Executives responsible for the Risk Management of the Financial Institutions. We were 

able to schedule a total of 5 interviews, but were able to perform only 3, the other 2 were later 

canceled claiming disclosure policies. From a total of 33 Institutions that didn’t answered the 
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questionnaire, 7 Institutions the Executive claimed they didn’t have time to answer the 

questionnaire, and in 24 we were not able to reach the Executive responsible for Risk 

Management. 

 
TABLE 1: REASONS NOT TO ANSWER THE QUESTIONNAIRE 

Disclosure policies 2
Lack of time 7
No answer received 24

Reasons Not to Answer the Questionnaire

 
 

The total quantity of questionnaires answered was of 7, what may not be a 

representative sample of the population. For this reason, we are implied to limit our scope in 

the sense that the analyses of the answer may not represent the studied population. 

 
TABLE 2: PERCENTAGE OF QUESTIONNAIRES ANSWERED 

Questionnaires 
Send

Questionnaires 
Answered

Questionnaires not 
Answered

Response 
Percentage

40 7 33 17,50%  
 
 

One of the causes for the low rate of return was appointed during a meeting of the 

Risk & Compliance Committee of ABERJ (Local Bank’s Association of Rio de Janeiro), 

some of the Risk Officer were not comfortable in answering the questionnaire because they 

considered this kind of information confidential, and are afraid of possible punishment from 

their company. 

 
Another factor that may affect the answers is the local culture, as mentioned in 

chapter 2.8, meaning that some answers were softened in order not to give a low grade. 

 
Is important to formalize that the answers are a perception of the respondent, and 

may not correspond to the reality of the company. 

 

5 Analyzing the results 
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We obtained 7 (seven) questionnaires answered, from a total of 40 questionnaires 

that were sended, representing a percentage of response of near 18% (eighteen percent). We 

calculated the average answer for each question; we first sum the answers for question 1 of 

each questionnaire, and then divided by the number of questionnaires. 

For a set of numbers, {x1, x2, x3, ... xj} the average is the sum of all "x" divided 

by "j". 

In order to eliminate the effect of outliers, we defined outliers to be an answer that 

is 2 points above or under the calculated average. For example: 

 
1. Calculate the average for question 1. 

TABLE 3: CALCULATING THE AVERAGE OF QUESTION 1 
Questionnaire 1 2 3 4 5 6 7 Sum Average 
Answer 3 4 4 3 3 2 4 23 3.29 
 

2. Calculate de upper and bottom average in order to identify outlier, juts by 

adding and subtracting 2 points from the calculated average:  

• Upper: 3.29 + 2 = 5.29 
• Bottom: 3.29 – 2 = 1.29 

 
For question 1, we didn’t find any outliers. 

 
3. Calculate the average for question 5. 

TABLE 4: CALCULATING THE AVERAGE OF QUESTION 5 
Questionnaire 1 2 3 4 5 6 7 Sum Average 
Answer 2 5 3 3 1 2 3 19 2.71 
 

4. Calculate de upper and bottom average in order to identify outlier, juts by 

adding and subtracting 2 points from the calculated average:  

 
• Upper: 2.71 + 2 = 4.71 
• Bottom: 2.71 – 2 = 0.71 

 
For question 5, we found 1(one) outlier, in the questionnaire number 2. 
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5. We recalculate de average, not considering the answer from questionnaire  

TABLE 5: CALCULATING THE NEW AVERAGE OF QUESTION 5 
Questionnaire 1 2 3 4 5 6 7 Sum Average 
Answer 2 - 3 3 1 2 3 14 2.33 
 

The new average for the analyses is 2.33. 

 
6. We then recalculate de upper and lower boundaries, in order to verify if 

there are any remaining outliers. The complete calculation is available in 

Table 1. 
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TABLE 6: AVERAGE PER QUESTION 
 Question Average 

1 From a risk management perspective, my company was prepared to deal 
with the current economic and financial turmoil. 

3.29 

2 Risk management is formally included in the decision-making processes 
of my company. 

3.43 

3 Risk management is constantly reviewed in my organization. 
3.14 

4 Risk management is too often stigmatized as a support function 
3.29 

5 Senior Executives thinks that Risk management is an essential source of 
competitive advantage. 

2.33 

6 All strategic decisions are submitted to the Risk Committee 
2.86 

7 Employees receive adequate training related to risk management.  
2.00 

8 Internal policies are well defined. 
2.50 

9 Internal policies are well communicated to all employees. 
2.71 

10 I expected changes in the risk culture over the next year 
3.86 

11 Communication and sharing of information between the following 
function/teams are very effective. 

- 

11.1 Independent risk function and finance function 
3.29 

11.2 Risk function and senior executive team 
3.29 

11.3 Risk function and lines of business 
2.86 

11.4 Risk function and risk committee 
3.57 

11.5 Risk committee and audit committee 
2.43 

11.6 Risk function and internal audit function 
2.71 

11.7 Risk function and regulators 
2.71 

12 The values of the organization are clearly defined and communicated 
adequately throughout the company. 

2.57 

13 Senior Executives always emphasizes the value of the company. 
2.29 

14 Employees feel it is safe to speak up about problems.  
2.00 

15 Leaders show commitment to values and ethics through their actions. 
2.71 

16 Please classified you company Risk Culture, being 1 a weak risk culture 
and 10 a strong risk culture. 

5.20 
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5.1 Question 1 
 

The question is related to how well prepared were the companies during the 

current economic and financial turmoil, the average of the answers were 3.29, what may 

indicate that most companies were not well prepared for the crisis. If we make a parallel of 

the average answer and the actions of the Brazilian Central Bank together with the FGC – 

Fundo Garantidor de Crédito in order to stable the cash flow of some financial institutions in 

that period, we may conclude that they most of the companies had liquidity problem, meaning 

that they were not well prepared to deal of this kind of risk. 

 
During the period of economic and financial crisis the Central Bank and the FGC 

created instruments to help Financial Institutions we liquidity problem, one of this measures 

was the creation of DPGE - Depósito a Prazo com Garantia Especial do FGC.  

 
DPGE is a deposit, with guarantee from FGC up to R$ 20 million. It 

characteristics are defined by Rule 3.692/09, 3.717/09 and 3.729/09, CMN, and Rule 3.391/09 

from Central Bank of Brazil. 

 
 

5.2 Question 2 and 6 
 

Questions 2 and 6 were analyzed together, since both are related to the inclusion 

of Risk management in the decision-making processes of the company. In the article Risk 

Management & Decision Making, Barbara Brown says that some risk management decisions 

are part of basic business best practices, as disaster planning, computer security, physical 

security, for instance. However, risk management as relates to business development and 

project planning involves decision trade-offs in time and treasure against possible threats to 
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success. Every decision you make should include consideration of the risks involved. The best 

managers use a formal risk analysis as part of their corporate decision-making process. 

 
The answers achieved shows that Brazilian Manager may be taking unnecessary 

risks, as we can see that most of them don’t include Risk management formally in their 

decision-making process. 

 
In question 6 we conclude that the risk is higher, since the decisions are not 

submitted to an independent body of professionals, the Risk Committee, that are able to verify 

the risk and improve the decision-making process, and helping the governance process of the 

company. 

 

5.3 Question 3 
 

The Brazilian Central Bank demand the Financial Institutions to reviewed at least 

once a year their Risk Polices, as mentioned at Central Bank Rule 3.721 article 4, Rule 3.880 

article 2 and Rule 3.464 article 3; the average answer obtained may mean that the companies 

reviews the policies only to follow the demands of the Central bank, and not because is 

important to keep the it updated. 

 

5.4 Question 4 and 5 
 

Question 4 in many ways is results of question 5, meaning that the way Senior 

Executives treat the Risk Function impact how it is viewed in the organization. The average 

answer of question 4 was 3.29, in line with the low average of 2.33 in question 5. 

 
The low average answer of question 5, in our understanding, may explain the low 

average in all the answers of this questionnaire. Considering that “Leadership, then, is the act 

of setting the right example, serving as a role model,…”, as mentioned by Richard M. Ayres, 
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in the Paper Presented at the NEIA Annual Conference of 2004, if Senior Executives don’t 

consider and don’t make employees see that Risk Management is an essential source of 

competitive advantage or if they think is just a support function, then the rest of the 

employees will probably think it is. 

5.5 Question 7, 8 and 9 
Questions 7, 8 and 9 were analyzed together, since they deal with the information 

given to employees. 

Risk management training is important in order to prepare employees to identify 

early warning signs of risks. The average answer shows that this is one of the weakest part in 

the risk management models of the organizations.  

Together with a weak training program, we have bad defined and communicated 

internal policies, as shown by the average answer of questions 8 and 9. Meaning that 

employees don’t have a source of information to consult when in doubt in how to proceed in 

front of a possible or real risk situation. 

Considering the COSO Risk model, it makes sense because most of the 

companies were not prepared for the recent economical and financial cries, as shown by 

question 1. 

5.6 Question 10 
By the average of the answer we can imply that there will be no future 

investments in the Risk Management area, meaning that companies will probably not be well 

prepared for futures crisis. 

5.7 Question 11 
Communication and sharing of information is an important part of the COSO Risk 

Model (“Information & Communication”), meaning that an organization must have a well 

established process of communication and sharing of information, in order to be well 



 47

management. By the average answer obtained we can say that the communication process 

between the many functions/teams related direct to risk management is not very effective, 

what may reflect directly to the risk management process, turning this process ineffective. 

5.8 Question 12 and 13 
In the article, The Importance ff Company Values, J. Dawkins says that “company 

values define how employees behave, values are essential for the day to day approach that 

employees adopt in the workplace”, meaning that values influences the risk management 

process. 

In question 12 an 13 we can identified that companies have a badly defined and 

communicated their values, and that Senior Executives don’t emphasize the values as often as 

they should. What can impact directly the risk management process. 

5.9 Question 14 e 15 
These questions are in line with question 12 and 13, and show the commitment of 

the company’s leaders with the values of the company and with ethics, two things that are 

considered in the first part of the COSO risk model. What is interesting in this answer is that 

we can see that the companies leaders are not emphasizing values, and most important, ethics 

through their actions. What we considered being a very important weakness in the risk 

management process, it may represent a lack of confidence between employer and employee, 

leaders and led’s, weakening the risk structure and representing a risk to the companies 

objectives. How one can lead a company if there’s no confidence in the leader? 

5.10 Question 16 
The average answer is in line with the other answers of the questionnaire, showing 

that the companies surveyed have an average to weak Risk Culture, what complies with the 

answers of the first question. 
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6 Conclusion 
 

The low response rate of our study may be related to the legal aspects of the 

banking system, were the need to protect the privacy of its clients, and its assets is extremely 

important, this is called client confidentiality. Client confidentiality is the principle that an 

institution or individual should not reveal information about their clients to a third party 

without the consent of the client or a clear legal reason. This concept is commonly provided 

for in law in most countries.  

It is an implied term of the contract between customers and their banks and 

building societies that these firms will keep their customers’ information confidential. This 

confidentiality is not just confined to account transactions – it extends to all the information 

that the bank has about the customer (Financial Ombudsman Service, issue 45, April 2005). 

The question relays in the importance of knowing how the client’s assets are 

being management from the point of Risk Management, and not what those assets are. The 

disclosure of this information may be a delicate issue to the banking industry. But as the 

Swiss Bankers Association Opinion poll of 2010 shows, clients are very in favor of these 

practices. The survey respondents favor protection of their privacy in financial matters (89%) 

and back the maintenance of bank-client confidentiality (73%). Moreover, a good 70% object 

to the automatic exchange of information with foreign tax authorities. This research shows 

that the confidentiality between client and bank is extremely important. 

Considering our null test hypothesis, Brazilian Financial Institutions have an 

effective risk culture, we can deduct from the answers obtained trough the questionnaire, that 

the Brazilians Financial Institutions have a weak Risk Culture and a possible weak Risk 

Management Process.  
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The reason for a weak Risk Culture and Risk Management may be at how Senior 

Executives sees and treat the companies risk function, added to how the company’s values are 

defined and communicated.  

We may conclude that Brazilian Financial Institutions have to improve their Risk 

Culture and process, and that deeper studies are needed in these field, mainly in how Senior 

Executives sees the risk function and how can they improve it. 

 

7 Questions for futures studies 

 

In order to think about these relevant subjects, given the fact that this study 

haven’t explored some aspects of the studied subject, we would like to suggest for future 

studies some relevant questions about the subject. 

 

How local culture affects Risk Management? 

How to establish an effective risk culture in Brazilian Financial Institutions? 

Why risk function is considered a support function and how to change that? 

How to effectively communicate the values of the company? 

How can the values of the company help Risk Management? 
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QUESTIONNAIRE FOR FIELD RESEARCH 

Outline of the questionnaire to be sent to companies 

  

This questionnaire is being applied to the Risk Manager from Brazilians Financial 

Institutions as classified by the Brazilian Central Bank: Multiple Banks, Brokerage 

Companies and Investment Banks. It is part of a survey, entitled " Risk Culture: A Brazilian 

Financial Institution Perspective", which aims to collect data about the Risk Culture in these 

Financial Institutions. In this sense, I ask and thank you for your valuable contribution to 

answer the questionnaire. 

 

1. From a risk management perspective, my company was prepared to deal with the 

current economic and financial turmoil. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

2. Risk management is formally included in the decision-making processes of my 

company. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

3. Risk management is constantly reviewed in my organization. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

4. Risk management is too often stigmatized as a support function 

Strongly disagree    Strongly Agree  
1 2 3 4 5 
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5. Senior Executives thinks that Risk management is an essential source of competitive 

advantage. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

6. All strategic decisions are submitted to the Risk Committee. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

7. Employees receive adequate training related to risk management.  

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

8. Internal policies are well defined. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

9. Internal policies are well communicated to all employees. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

  

10. I expected changes in the risk culture over the next year 

Strongly disagree    Strongly Agree  
1 2 3 4 5 
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11. Communication and sharing of information between the following function/teams are 

very effective. 

 Strongly 
disagree 

   Strongly Agree  

 1 2 3 4 5 

Independent risk function and finance 
function 

     

Risk function and senior executive team      

Risk function and lines of business      

Risk function and risk committee      

Risk committee and audit committee      

Risk function and internal audit function      

Risk function and regulators      

 

12. The values of the organization are clearly defined and communicated adequately 

throughout the company. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

13. Senior Executives always emphasizes the value of the company. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

14. Employees feel it is safe to speak up about problems.  

Strongly disagree    Strongly Agree  
1 2 3 4 5 

 

15. Leaders show commitment to values and ethics through their actions. 

Strongly disagree    Strongly Agree  
1 2 3 4 5 
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16. Please classified you company Risk Culture, being 1 a weak risk culture and 10 a 

strong risk culture. 

 
Weak         Strong 

1 2 3 4 5 6 7 8 9 10 
 


