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How much risk should an organization be willing to take? How does its culture dictate the answer to this
question?

The iconic film manufacturer, Eastman Kodak invented the digital camera, a product that ultimately
destroyed it." How could this have happened?

According to one source, Kodak was slow to change because mistakes in its manufacturing processes
could be costly and the “razor blade” business model for photographic film was very profitable.
Apparently, the company avoided high risk decisions and “instead developed procedures and policies to

”ii

maintain the (status) quo.

Organizational culture defines an organization and can be the source of pride and competitive
advantage.™ Moreover, because culture is engrained in the firm and is a governor of the employees and
even partners, it can be difficult to change. However, this can be detrimental as the Kodak case study
suggests—Chapter 11 bankruptcy protection filed in January 2012.

The construct of the so called Safety Culture has dominated discussions in the upstream oil and gas
sector since 2010. It is also a common theme in other critical sectors as well, i.e., medicine, nuclear
power, etc. Rarely is Risk Culture discussed.

A brief comparative analysis of the two cultural models follows. On the surface the ten Risk Culture
characteristics align with the nine Safety Culture Tenets (quoted from BSEE). However, as with most
model comparisons, there are some differences.

Notably, the Safety Culture does not specifically address risk mitigation (except as part of the hazard
identification which is more of an operations/engineering process than the overall Enterprise Risk
Management) and ethics but both are strongly implied.
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The Risk Culture of an organization must be aligned with its Safety Culture. If the practitioners of the
Safety Culture are reticent to adopting disruptive technologies and new practices in field operations,
they may unwittily actually increase the risk of the overall organization.

They may be codifying a higher level of risk than the Risk Culture norms of the firm. Likewise, if the firm
sees itself as a High Risk—High Reward economic player, its safety exposure may be too high as well.

A Systemic Culture of Safety is an Enterprise Risk Management model."" As such, this extended model is
tightly coupled with the Risk Culture construct.i

While
disconnects between the office and the field are not new issues. In the current environment there is not

A cultural mismatch may lead to sub optimal performance or even countervailing processes.

much latitude for less than Operational Excellence.

Is Your Organization’s Risk Culture Jeopardizing its Safety Culture or Vise Versa?
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