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This paper compares a translation of a global (more specifically, European) regulation into two local

contexts, setting this process in a broader context of the all-pervading risk management. The two
countries are Sweden and Poland, both relatively untouched by the current financial crisis, and the
regulation is Basel Il Accord. In both countries, the translation is shaped by the past history, and the
present circumstances. The results show that, in spite of local differences, there is a common belief
in quantification of risks as the main remedy and therefore the main way of managing them. Ab-
stract and vague formulations, combined with sophisticated calculation techniques, win over the
complications of actual practices. The role of researchers in this process is also examined. A study
illustrates also the advantages of translation theory versus diffusion theory of spreading of ideas.
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In 1956, in a book entitled Bourgeois Morality (English
version published in 1986), Polish sociologist Maria
Ossowska (1896-1974) described the historical devel-
opment of a bourgeois morality. The description ended
in contemporary Poland, a newly socialist country, but
already past the horrors of Stalin’s regime. One of her
last chapters included the analysis of a brochure issued
by the Polish Saving Bank (PKO) in 1948. A product
of the new socialist regime, it revealed to Ossowska’s
critical eye strong sediments of the capitalist past (“For
the sociologist, it is intriguing to see the detritus of the
past continuing by force of inertia into the present’,
[Ossowska, 1986, p. 123]). The title of the brochure,
“Industry and frugality”, alluded - probably inadver-
tently - to Benjamin’s Franklin’s maxim “Be industri-
ous and frugal, and you will be rich” The text of the
brochure continued in the same spirit, and ended with
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what appeared to be an unintended allusion to a ver-
sion of Aesop’s fable about an ant and a grasshopper by
Russian fabulist Ivan Krylov (1769-1844). In the fable,
the ant was working and saving all summer long, while
the grasshopper spent the summer singing, and now
wanted to borrow money from the ant. “Go and dance
then’, responded the ant. The Polish Saving Bank said
almost the same thing, in verse form. Having com-
pared the two texts, Ossowska (1986) hastened to as-
sure readers that:
Iam not concerned with taking the author of this
pamphlet to task. After all, it is hardly surprising
that any attempt to boost the virtue of thriftiness
should have to tread well-worn paths, given the
amount of propaganda devoted to this theme in
bourgeois literature; though the climate of this
propaganda should perhaps be recognized as
alien in the new conditions, and in conflict (as
in the fable of the ant and the cricket) with the
ideals of socialism. (p. 125)
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The texts say more and less than that what their au-
thors” wish; translations (linguistic or not) can change
the text beyond recognition (for better and for worse),
and institutional sediments are much more resistant to
change than the eager change agents wish. In the glob-
al world, ideas travel around the planet, but are then
locally translated. The result may be that the same idea
differs every place it lands; that different ideas may lead
to similar practices; and that the final combination of
global ideas and local practices is almost inevitably dif-
ficult to foresee, but fascinating to study.

In what follows, I address the concept of operational
risk management as launched by Basel IT Accord, and
the way it has been translated in two countries — Swe-
den and Poland - both relatively untouched by the
recent (and continuing) financial crisis. Another case
of a translation of risk management completes the
analysis, which is preceded by a short introduction to
the sociology of translation - the framework used in
this text.

Some notions from the sociology of
translation
In order to denote the transfer of ideas and practices
from one context to another, scholars have traditionally
spoken of diffusion, following Rogers (1962), who bor-
rowed this concept from Gabriel Tarde (1890/1903).
But to most people “diffusion” suggests a movement
subject to the laws of physics, quite contrary to Tarde’s
intentions; he proposed that molecules move like ideas,
not the other way around. But Tarde was forgotten,
and the physicalist understanding of the term gained
the upper hand, followed by a further train of physical
metaphors, such as “saturation” or “resistance”. Latour
(1986), inspired by the philosophy of Michel Serres,
proposed its replacement with the word translation,
calling attention to the richness of meanings associated
with this term, only some of which are evoked in ev-
eryday speech.! Translation, he said, is a transportation
combined with a transformation. Drawing from the
same source, Callon (1980) suggested that “[t]transla-
tion involves creating convergences and homologies by
relating things that were previously different”. (p. 211)

It is important to stress that the meaning of “transla-
tion” in this context surpasses the linguistic interpreta-
tion. It means “displacement, drift, invention, media-

tion, creation of a new link that did not exist before and
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modifies in part the two agents” (Latour 1993, p. 6), the
two agents being those who translate and that which is
translated. It is this richness of meaning, evoking as-
sociations with both movement and transformation,
embracing both linguistic and material objects, that
makes translation a key concept for understanding or-
ganizational change (Czarniawska & Sevon, 1996). It
comprises what exists and what is created; the relation-
ships between humans and ideas, ideas and objects,
and humans and objects.?

How can the notion of translation be useful in under-
standing globalization processes? Globalization is often
depicted as a process that contributes to the compres-
sion of the world, a variation on the well-known defini-
tion by Robertson (1992, p. 8). But, as Sahlins (2001) has
pointed out “[e]ven as the world becomes more integrated
globally, it continues to differentiate locally - the second
in some measure stimulated by the first”. (p. 170) Thus
Robertson suggested that a more useful term could be
glocalization or “telescoping global and local to make
a blend” (Robertson, 1995, pp. 28-29).

Precisely because of its polysemic character, the
concept of translation helps us to understand how this
blend is achieved and how various types of connec-
tions are constructed around the globe. Translation
thus understood means transformation and transfer-
ence not only of utterances, but of anything. The con-
cept thus redefined is meant to attract attention to the
fact that any thing - an idea, a practice - moved from
one place to another cannot reappear unchanged. To
set something in a new place is to construct it anew.
Thus, translation immediately evokes symbolic as-
sociations; yet sociologists of translation emphasize
that at the same time translation is inevitably material,
because only a thing can be moved from one place to
another and from one time to another. Ideas must ma-
terialize; symbols must be inscribed. A practice can-
not travel; it must be simplified and abstracted into an
idea, and thereby converted into words and images.
A similar translation is required in the opposite direc-
tion: no abstract model, no Best Practice description,
no manual can guarantee that actions inspired by it
will be identical.

The result of translation is always a change
- a change in what was translated, and a change in
the translator. The change may create improvement or

deterioration, enrichment or impoverishment. Even
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copying machines do not produce copies identical to
the original. Changes can be due to a faulty imitation,
to a conscious adaptation to local circumstances, to the
hidden hand of the past (“detritus” in Ossowska’s terms
- sediments in new institutional theory), but also be-
cause institutions are inscribed in machines (Joerges &
Czarniawska, 1998), and machines - especially com-
puters — play a central role in glocalization processes.
The travel of the idea of “operational risk” is one of
many that could well illustrate such a process (Power,
2007), even if this text focuses on only a small part of
this travel; in fact, it can be seen as an addendum to
Power’s story of its earlier peregrinations. It also shows,
as every translator knows, that even when the transla-
tion remains limited to a linguistic practice, translation
is a destabilizing operation. It destabilizes the text un-
der translation, which is taken from its original cul-
tural context and fit onto another, even if the context is
in itself cross-cultural, as in the case of global accords.
Furthermore, the language into which the translation
is made is destabilized, if ever so little, with every trans-
lation made - thus the need for the stabilizing role of
dictionaries. One could claim that the text of the Ba-
sel IT Accord was such a stabilizing dictionary (Power
[2007], called it a “boundary object”). Yet a dictionary,
no matter how perfect, does not guarantee the perfec-
tion of translation. It remains local, especially when

words are being translated into practices.

Operational risk: A Swedish translation
When I began to question my Swedish colleagues
about the connections between risk management and
accounting, I was directed to a doctoral dissertation
describing the history of public sector accounting in
Sweden from the times of Gustaf Vasa to the present
(Sandin, 1991). I consulted the work in question some-
what warily (in my early study of municipal reforms,
I'was told that they were initiated by the Vikings, which
I believed for a while), and indeed, I found nothing on
the topic. But at least two pieces of information cap-
tured my interest: the origin of Swedish accounting
and the increased competence of accountants. Since
the end of the 19th century, especially since the estab-
lishment of the Institute of Chartered Accountants in
England and Wales, Swedish accounting and auditing
were modeled after England’s (Sandin, 1991, p. 43).

During the same period there was a wave of frauds, fal-
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sifications, and embezzlements. The solution was seen
to be an increase in the competence of accountants
and auditors (the Swedish Audit Society was founded
in 1899) and a strong emphasis on impartial and com-
petent auditing. Two central auditing organizations
were created at the beginning of the next century, one
for private companies and the other for public ad-
ministration organizations. The notion of “risk” was
not mentioned. The elimination of frauds and misap-
propriation was to be achieved by a stronger control:
aretrospective rather than a prospective monitoring of
economic activity.

A popular accounting textbook (four editions be-
tween 1983 and 1997) mentions “risk” on one page
and defines it as a decision situation between com-
plete certainty and complete uncertainty of its conse-
quences. A situation is risky, then, when one knows
the possible consequences of a given decision and
their respective probabilities (G. Andersson, 1997, p.
38). Later in the text, two paragraphs were dedicated
to “risk analysis” (pp. 195-196). Things have changed
since 1983, however, in Sweden as elsewhere. A 1995
doctoral dissertation dedicated to risk and efficiency
in interbank payment systems (M. Andersson, 1995)
contained a simulation of system risk in payments.
Operational risk was seen as consisting of administra-
tive risk and risk of fraud, and was commented upon in
two half pages. But it was clear that risk management
was becoming a central issue in financial institutions.
An explosion of the concept transformed this local,
US finance (or military) invention into a global trait
(Power, 2004).

As commonly claimed, the problematic liquida-
tion of a German bank in 1974 required that the G10
nations form the Basel Committee on Banking Su-
pervision, which reached its first accord in 1988: the
so-called Basel I. Much attention was paid there to
the notion of credit risk, soon to be complemented by
market risk, and then, in Basel II (2004), by operational
risk It has been argued that such events as 9/11 and
rogue trading at Société Générale, Barings, Allied Irish
Banks (AIB), and National Australia Bank convinced
the committee that risk management extends beyond
market and credit risk.

Indeed, when the translation of ideas into actions is
well advanced, the actors involved feel a need to my-

thologize by dramatizing origins. It may well be that, in
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the reconstruction of the past, an event is chosen or in-
vented because it is rhetorically convenient - a logical
starting point for a story. Alternatively, the incidental
and disruptive character of the initial events is stressed
in order to demonstrate an incredible touch of luck in
the timely arrival of the idea. Both types of memories
serve the same purpose: to tie, meaningfully, the ar-
rival of an idea to present problems experienced by
people in organizations or attributed to the organiza-
tions. There is often an attempt to portray the process
as functional; this idea was spotted and adopted be-
cause it served well in resolving a specific difficulty or
in creating a new opportunity in situations of stagna-
tion. Although the label, “operational risk’, has existed
since the beginning of the 1990s, Power (2007) has
noted that the banking community tends to relate it to
the collapse of Barings Bank in 1995.

The Basel Committee defined operational risk in
2001, so that Gunnar Wahlstrém was able to interview
Swedish bank managers that year (Wahlstrém 2006,
2009a) and again in 2005 (Wahlstrom, 2009b). As the
title of one of his articles suggests “Risk in practice”(
2009a), he was interested in risk management in bank-
ing. There are no Swedish textbooks dedicated to risk
management and accounting, and textbooks dedicated
to risk management tend to treat it in general terms
(e.g. Hamilton, 1985/1996). Perhaps because Swed-
ish students — and bankers - read English, there is no
need for linguistic translations of texts dedicated to
such issues. There is only one reference to a Swedish
text in Wahlstrom’s three articles, although he quotes
many Swedish and Nordic authors. In both his stud-
ies (2001 and 2005), he interviewed representatives of
four Swedish banks that differ in size and in degree of
centralization. In both cases, positive as well as nega-
tive aspects of the idea of measuring operational risk
were raised.

The positive opinions formulated in 2001 empha-
sized several aspects noted by the interviewees when
the Basel Committee published its definition of opera-
tional risk:”the risk of direct and indirect loss resulting
from inadequate or failed internal processes, people
and systems or from external events”, after Wahl-
strom, 2006, p. 498). The measurement of operational
risk provides management with better grounds for
decision-making, at the same time leading to a more

positive image of the bank (low operational risk in-
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dicates higher competence, and permits a lower level
of regulatory capital). Operational risk measurement
was also seen as a valuable complement to credit and
market risk measurements, touching such potentially
threatening areas as fraud and embezzlement, which
often create crisis, but were not previously covered by
risk measurements.” Additionally, the procedure was
seen as enhancing the banks’ relationships with other
industries by improving clients’ understanding of the
banK’s situation and by providing clients with a model
of a successful procedure that includes operational risk
- a procedure that they may consider imitating in their
own risk management.

The critique of the notion of operational risk began
with the opinion that Basel II's definition was vague
and abstract, thus making its proper measurement
deeply problematic. The second criticism was more
psychological, placing in doubt employees’ willingness
to expose their failings.®

All in all, Wahlstrém (2006) concluded, the inter-
viewed managers were strongly in favor of the innova-
tion, and he attempted to explain this somewhat sur-
prising (in the face of criticism) enthusiasm:

The Basel Committee’s communication in the
accord and its supporting documents is highly
persuasive. The claims for the new accord are put
forward in a technical way without discussion
of potential advantages and disadvantages, and
thus it lulls the reader into a false sense of secu-
rity, believing that the new accord is appropriate,
valuable and represents knowledge that can pre-
vent future financial crises. (...) In addition, the
accord’s approach to measuring risk by rigorous
statistical models such as VaR is deeply rooted
in the society and is manifested in a conviction
that it is possible and appropriate to measure risk
(Wahlstrom, 2006, p. 512).

Wahlstrom is symmetric in his approach to the field
studies, in that he does not issue a priori judgments.
But in communicating the results, he is clearly refer-
ring to the critical and sociological school of account-
ing studies.

In addition to collecting the interviewees” opinions
about Basel II, Wahlstrom also asked them what they
perceived as being the greatest risks in their work

(Wahlstrom, 2009a). By his own admission, the an-
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swers puzzled him. He expected them to talk about
“risk measurement, as described in leading [read
‘mainstream;, BC] scientific journals and in textbooks
(...) Instead, the interviewees talked much more about
risks that they could not measure” (Wahlstrém, 2009a,
p- 291). Indeed, senior bank managers agreed that the
greatest risk areas are those that defy quantified mea-
surement, and pointed out that their most challenging
task is to solve unanticipated problems. This second
statement corresponds well to other studies of risk,
in that it highlights the importance of “well-practiced
improvisation” (Czarniawska, 2009). Although Wahl-
strom’s study was conducted in 2001, the article was
written during the financial crisis of 2007 to 2010, and
he therefore concluded that risk measurement could
create a false sense of safety, whereas a financial cri-
sis can drastically change perceptions of what is the
greatest threat. In this he agreed with Broadbent et al.
(2008), who suggested that risk measurement could
silence other risk assessments.

After the Basel II Accord was accepted, Wahlstrom
returned to the four banks and conducted a new series
of interviews. As before, opinions were divided into
positive and negative, and as before, there was general
support for Basel II. The positive opinions stressed the
concordance of suggestions in the accord and actual
banking practices (which may partly explain the ten-
dency among Swedish organizations to implement the
EU’s and other international regulations well in ad-
vance; see Jacobsson, [1993]). The interviewees were
also pleased by the fact that the accord permitted the
banks to use their own measurement models, whereas
the requirement for a measurement (not an assess-
ment) of risks imposed a desirable uniformity on the
banks. The criticisms revealed large gaps among the
groups, however: managers with operational functions
(usually older) and staff specialists in risk management
(usually younger, with higher levels of education). The
staff people, not surprisingly, thought all was well with
operational risk measurement, whereas the operation-
al people took a relatively critical view of the younger
group, claiming a fissure in “our risk organization, with
its PhDs and statisticians on the one side, and the man-
agers who run the bank on the other”. As one opera-
tional manager said, risk management “forms its own
tradition in the theoretical world and at the universi-

ties. And soon there will be just three people in each
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bank who really understand the rules and can explain
them” (Wahlstrom, 2009b, p. 61). Managers involved
in running the operations noted that implementa-
tion of Basel II was costly (indeed, there are many IT
companies that started to specialize in appropriate
systems and software), but, more importantly, given
the abstractness of Basel II, its relationship to reality
is doubtful. Additionally, they saw Basel II as support-
ing a tendency toward centralization, which the more
decentralized banks saw as a threat. As always, when
ideas are translated into practices, they involve people
and objects, identities, and computers.

The critics were well aware of the need for local
translations. They pointed out that the accord itself was
vague, but was considerably clarified when the Swedish
Financial Supervisory Authority introduced its inter-
pretation, based on a dialogue with the banks. As one
CFO said, however, “We are afraid that the Swedish Su-
pervisory Authority will interpret the regulation more
strictly than the supervisory authorities in other coun-
tries. So we are afraid that there may be competitive
disadvantages for Swedish banks with non-Swedish
banks, including those with branches here in Sweden”
(Wahlstrom, 2009b, p. 63).

So now I inspect another local translation - this

time in Poland.

Operational risk: A Polish translation
For historical background, it is not necessary to return
to the time of Gustaf Vasa or even to the time of Si-
gismund Vasa, a joint king of Poland and Sweden. The
relevant history of Polish accounting starts in 1989, but
until 1995 the transformed economy faced so many
tasks and challenges that accounting served only as
a basis for tax calculations and national statistics. The
Bill of 1995 changed this situation, by emphasizing the
role of financial accounting and requiring the creation
of jobs responsible for external reporting, while sepa-
rating tax law and law regulating financial statements.
The modernization of accounting principles in 2002
further widened the gap, as did the introduction of
the International Accounting Standards of 2005. Cop-
ing with these often-contradictory demands resulted
in almost complete neglect of management account-
ing. It was not until the 2007 tax reform that the idea
of an integrated accountancy model came to the fore,

together with the promise of new IT systems and soft-
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ware, grouped under the name of Business Intelligence
(Kucharski & Kucharska, 2010).

The novelty of management accounting and the ne-
cessity of linguistic translations of such international
standards and accords as Basel II may explain the mas-
sive number of textbook chapters and popular articles,
all but absent in Sweden, explaining the relationships
between risk management and accounting. Indeed,
the textbook edited by Edward Nowak (2010) was en-
titled “Accounting and company risk management™.
The starting definition of risk is the same as in G.
Andersson (1983/1997), but in contrast, all 302 pages
of NowaK’s edited volume are dedicated to the topic.
Operational risk is separated from “financial risk’, and
a great many aspects of risk management are explained
and illustrated by fictive cases. No research results are
quoted. References are dominated by those in Polish,
with UK and US positions in second and third place,
with UK references outnumbering US references in
most chapters.

An all-encompassing textbook, “Risk management’,
edited by Krzysztof Jajuga (2009), begins with a theo-
retical introduction to the concept of risk; moves to-
ward risk measurements; and then discusses separate-
ly market risk; credit risk; and, in the part dedicated
to risk management in banks, operational risk. The
chapter dedicated to operational risk begins with the
Basel Committee definition quoted previously and in-
cludes a list of new phenomena in banking that caused
the committee’s concern. It also contains a reference to
an article in Gazeta Bankowa (a practitioners’ newspa-
per), quoting in turn a study undertaken by the Risk
Management Association (most likely in the USA)
that revealed the percentage of the four components
of operational risk: 64% procedures, 25% people, 2%
systems, and 7% external events (Gospodarowicz,
2009, p. 270). The chapter proceeds by listing various
typologies of operational risk (including the Basel II
typology; see Endnote 2), and states that its measure-
ment is extremely difficult. Another statement, which
was meant seriously, I assume, maintains that the
measurement of operational risk is 80% art and 20%
science, given that “the losses that determine the level
of operational risk are under a strong influence of hu-
man behaviors, which are difficult to foresee and often
unrepeatable” (Gospodarowicz, 2009, p. 273). Mea-

surement methods can be qualitative (scenario analy-
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sis, Delphi method) or quantitative, the later dividable
into top-down and bottom-up (English in original).
Another division differentiates between internal and
external methods, and yet another between basic and
advanced, the latter to be used only after permission of
the supervisory authority has been granted. The chap-
ter continues by presenting four methods of growing
complexity (the most advanced is Loss Distribution
Approach), and concludes that banks will certainly
take several criteria into account when determining
the method to be used. The last paragraph mentions
a growing supply of IT systems specializing in the
measurement of operational risk, as exemplified by
Canadian Algorithmics (their product is called Algo-
Suite) and Viennese BOC Information Technologies
Consulting (system called ADONIS). Here, references
contain even German positions.

“Management accounting: Strategic and operational
approach”, edited by Irena Sobafiska (2010), extends
the topic in another direction, toward management ac-
counting in general. The chapter on risk deals with many
types of risk and concentrates primarily on mathematical
algorithms, permitting the calculation of probabilities in
decision-making under uncertainty and imperfect infor-
mation. The chapter contains many mathematical exam-
ples (using e.g. Bayesian analysis) and ends with a student
assignment requiring calculation.

Looking for research results, I consulted the three
most-quoted articles from Bank i Kredyt, a peer-re-
viewed journal published by the National Bank of Po-
land. The first (Lewandowski, 2001) was published the
year the Basel Committee began presenting its sugges-
tions. It quotes a 1997 survey undertaken by the Brit-
ish Banking Association and Coopers & Lybrand, ac-
cording to which more than 69% of surveyed persons
(bankers?) stated that operational risk is as important
or even more important than market and credit risks.
The author suggested that the supervising author-
ity should open a dialogue with the banks in order to
achieve a local interpretation of the coming accord,
and listed three of the four methods mentioned above
(Loss Distribution Approach was not included).

The same author wrote another article in 2004, when
the Basel Committee was ending its consultations. It
begins with a definition of operational risk, and con-
tains a presentation of ten principles of “Developing

an Appropriate Risk Management Environment”
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contained in Sound Practices for the Management and
Supervision of Operational Risk (Basel Committee on
Banking Supervision, 2003). The article ends with an
expression of the hope that these principles will guide
Polish banks in the years ahead (Lewandowski, 2004).
“Sound practices” have been rendered in Polish as
“Best Practices”.

After the 2007 tax reform and the Banking Supervi-
sion Committee (since then incorporated into Finan-
cial Supervision Committee) presented its interpreta-
tion of Basel II (I was unable to establish if it happened
in a dialogue with the banks, as it had in Sweden),
Bancarewicz (2007) wrote an article that she began
by quoting an assessment of risk (25-30% operational
risk, 65-70% credit risk, and 10% market risk). The
original article by Lenczewski, Martin and Niedziotka
(2005) refers only to “research results”, however, with-
out specifying who conducted this research or where.
Bancarewicz (2007) quoted the same percentages of
causes as Gospodarowicz (2009) did in his chapter, but
increased their visibility by presenting them graphi-
cally. The main part of the article, to quote its English
abstract, “shows relevant difficulties and challenges
that a bank may come across while collecting loss data
and modeling operational risk” (Bancarewicz, 2007, p.
96). The analysis is purely speculative; in two places
unspecified “other European banks” are mentioned.

Lenczewski Martin and Niedziotka’s (2005) article
presents some research results, but primarily specu-
lations and assessment, as their study was done im-
mediately after Basel II and before the interpretation
by Banking Supervision Committee. They predicted
some of the same problems as Wahlstrom did, albeit
some in the opposite direction. Different local transla-
tions may cause problems for international banks in
Poland, not the other way around (although it is not
spelled out that Polish interpretations are likely more
tolerant). The classification of events included in op-
erational risk may be a problem: the same events can
be classified as market and operational risk, they can
be wrongly monitored, and their consequences may
be difficult to ascribe to an appropriate category. And,
as in Sweden, many speculations concern the impact
of operational risk on the required level of regulatory
capital; but, unlike in Sweden, the expectation was that
the measuring of operational risk would raise rather

than lower this level.
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I have finally located in “Risk in accounting” -
an ambitious co-authored work edited by Anna
Karmanska (2008) - a small study that can be com-
pared to Wahlstrom’s. The entire book has nine au-
thors, runs for 535 pages, and can probably be char-
acterized as a handbook. It has no assignments and
cases like other textbooks typically do. The 17 chapters
are primarily encyclopedic, although each begins with
a motto borrowed from a philosopher, a novelist, or
even Yogi Berra, and some contain hypothetical ex-
amples. There are 234 pages of lists, organized with
the help of Arabic numbers, Roman numbers, capitals,
low caps, bullets, and dashes; 141 pages contain tables,
many with lists. Only 24 pages contain equations, and
as many have graphs or figures.

The survey of interest to me was presented on the
last four pages of the text, with questions addressed
to four top-level managers, who were well acquainted
with both financial accounting and management ac-
counting procedures. They were shown a risk report
form, constructed according to suggestions from the
authors of the volume, in which risk was separated
into several categories, relating primarily to market
and credit risk. The first question to these four manag-
ers was whether or not such a report was needed for
financial analysis. The general answer was “yes”, with
the specification that if the report were to be correct, it
had to remain internal information, and it would be of
more use to large and middle-sized companies than to
small companies. The second question concerned the
suggested structure of the report, which achieved dis-
parate responses. Two of the managers liked it, one was
uncertain, and the fourth thought that open questions
invited politically correct answers, although the same
person admitted that closed questions could be dif-
ficult to formulate. The question concerning possible
arenas of use raised some anxiety about the report be-
coming obligatory; but three persons saw it as a useful
source of managerial information. Asked if some parts
of the report should be better developed, the respon-
dents protested, which can probably be explained by
their answer to the next question, in which they esti-
mated the preparation as time- and effort-consuming,
at least the first time around. In their opinion, such
a report should be prepared by their finance depart-
ment. When asked if they had competent personnel

who could accomplish the task, the only manager from
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a large company answered positively, yet added imme-
diately that someone that competent should be occu-
pied with more creative tasks. The other three man-
agers answered negatively, as they considered their
companies too small to include such personnel, the
lack of which would require a preparation time of be-
tween two months and two years. In addition, three of
the mangers were convinced that if the report had an
external function, it would be no doubt manipulated.

The editor ended the volume by emphasizing the
complexity of risk reporting and suggesting that a great
many empirical studies were needed in the future. The
fact that the sample used for the survey has been so
limited is easier to understand in the light of the fact
that Cap Gemini failed to conduct “Basel II Survey”
among Polish banks in 2004. The response rate was
so low that it was impossible to draw any conclusions
from their study. The reporter who wrote the article
reporting this failure asked several top managers for
reasons (Gamdzyk, 2004). Those from other industries
suggested that banks did not have and still do not col-
lect appropriate data, and that bank managers were
afraid of spending money on uncertain investments.
Indeed, the bank representatives suspected I'T compa-
nies of trying to make quick money on new systems
and software, and indicated that the Polish banks are
still relatively poor compared to other European equiv-
alents. Thus they were unwilling to spend money on
fulfilling requirements that, in 2004, were still far from
well specified.

Before moving to a comparison of the two transla-
tions, I am presenting yet another case of accounting
for risk, which I encountered by chance when collecting

materials for the Polish translation of operational risks.

Central Risk Register: Innovation

or imitation?

In 2008, the Polish vice-minister of finance told a jour-
nalist that the ministry was working, for the second
year in row, on the creation of a Central Risk Register
for the use of Customs Services. The Superior Cham-
ber of Control approved the idea. Regional risk reg-
isters were to be included in a central register, which
would be the basis of a strategic plan of control exer-
cised by Customs, later translated into tactical control
plans correlated with regional registers. Indeed, since

2007, the website of Customs Services and many other

www.ce.vizja.pl

economic websites contained an appeal to companies
and industry associations, “to help Customs to create
their Central Risk Register”. An official letter from the
Ministry of Finance contained the same initial formu-
lation every year:

In order to optimize the efforts, means and costs of

operations, the Customs Service is obliged to focus

inspection activities on the high-risk areas, so that

legitimate trade, which does not cause the danger

of budget losses, violations of law, and other kinds

of threats to the national economy and society as

a whole, could proceed with Service’s minimal in-

terference. Currently, the Customs Service is work-

ing to identify the most serious threats in particu-

lar risk areas (Ministry of Finance, 10 September

2009, my translation, BC).

The letter was addressed to 22 industry associations
in Poland and, as indicated previously, was reprinted
in part in various appeals on relevant websites. It con-
tained two attachments in Excel format: Risk Profile
and Risk Register.

The Risk Profile table contained 9 columns, as fol-
lows:
1. A detailed description of threat, depicting mecha-
nisms leading to emergence of irregularity
Tariff, trade or conventional name of the goods
Incorrect code according to the EU Customs Tariff

Correct code according to the EU Customs Tariff

vk N

False country of origin, name or symbol of goods

origin (several countries can be named)

6. Actual country of origin, name or symbol of goods
origin

7. Name or symbol of the country of import or export

8. Additional information of potential use in control
activities

9. Risk assessment on a scale 1 (low risk), 2 (medium

risk), 3 (high risk).

The Risk Register table ran for 9 pages, of which I am

quoting only one excerpt, together with introductory

rows and final instructions.

Vizja Press&IT

33




34

Vol.6 | Issue2 12012 | 26-39

00110108

Barbara Czarniawska

POTENTIAL AND ACTUAL

THREATS/LACK OF g';’:';ifas sessment) RISK LEVEL

No. RISKAREAS RECOGNIZED THREATS -
. - probability -conse- 11
(short description of
R quences

types of risk)
1.1, Tariff classification
1.2.  Preferential origin
1.3. Nonpreferential origin
14.  Customs value
1.5. Goods customs status
()
4. AREAS RELATED TO HEALTH PROTECTION AND PUBLIC SAFETY

4.1.

4.2.

4.3.

44.

4.5.

4.6.

Precursors and drugs (drugs)

Poisonous chemicals and
precursors

Safety of the product

Import of agricultural product
with origins from third
countries after the Chernobyl
catastrophe

Firearms

Safety in the area of civil
aviation

Grade (assessment) of risk on a scale from 1to 5
Risk level (final assessment, e.g. R = probability + consequences; level | = low 2-4, level Il = medium 5-7, level lll = high 8-10).

As a result of the Central Risk Register compiled in
2009, it was decided that Customs Services would con-
centrate its activities during 2010 on “tobacco prod-

», « », o«

ucts”; “engine fuels”;

», o«

alcoholic drinks”; “tariff clas-
sification”; and, a requirement of the Department of
Customs and Excise, on “games of hazard”. The minis-
try also claimed that the effectiveness of customs con-
trol doubled in 2008 compared to 2007, and doubled
again in 2009 (onet.business, 24 February 2010).
There were at least two aspects of this ambitious
project that attracted my attention. There was no men-
tion in the materials I found of the origins of the idea
behind Central Risk Register. Was it a Polish inven-
tion? If so, did it not reveal the same phenomenon de-
scribed by Ossowska: the habit of centralization from

CONTEMPORARY ECONOMICS

the previous regime projected onto the new regime?
To be on the safe side, I initiated a new search, and it
soon brought results. In 2004 the UK government’s Na-
tional Audit Office (NAO) issued a report by the Comp-
troller and Auditor General, entitled Managing Risks to
Improve Public Services. It contained “case studies’, one
of which concerned Her Majesty’s Customs and Excise.
This is what the Customs and Excise did:
Assessment of risks is the responsibility of the rel-
evant risk owner. A standardised risk evaluation
methodology is used across the Department. The
Management Committee reviews all ‘red’ risks
from the central risk register on a monthly ba-
sis and amber/red’ risks at least quarterly. Each

quarter, an exercise is commissioned to update
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the central risk register in full. These timescales
are repeated for all other lower level risk registers
throughout the Department (NAO, 2004, p. 3).

The comparison strengthened my second cause for
bewilderment: unlike its UK counterpart, the Pol-
ish Ministry asked the objects of Customs Services —
their clients, as it were — to identify and describe risks.
Was it, as my Polish colleagues suggested, because the
control should actually concern Customs Services,
which was perceived as being corrupt and unfair? Or
was it done on the assumption that honest entrepre-
neurs, and especially industry associations, would be
those most motivated to indicate risk areas correctly?
Whichever assumption is correct, one could ask how
many unexpected results came from this time- and
effort-consuming reporting of risks. Any person on
the street would likely suggest the same risk areas pro-
duced by the Central Register.

There was yet another difference between the Pol-
ish and UK initiative. The UK’s NAO commissioned
case studies of risk management in five government
departments and four private companies with global
operations. The case studies were conducted in the fol-
lowing way:

In departments, interviews were carried out with
key senior managers responsible for the areas of
work concerned. These were supplemented by
desk research, material gathered from our sur-
vey of departments, and by two focus groups for
each study designed to gather views and experi-
ences of applying risk management from wider
staff involved in the delivery network. The focus
groups were mainly of staff at middle and senior
management levels. (...) For our private sector
comparisons, interviews took place with senior
managers of the company with responsibility for
risk management (NAO, 2004, p. 1).

The publishing of the results was seen as a way of en-
couraging other public and private sector organizations
to introduce similar measures: “While the examples we
give of risk management in operation are specific, they
draw on risk management principles and practices that
can be applied more widely” (NAO, 2004, p. 1). No
such initiative could be located in Poland, neither in

the case of the Central Risk Register nor in the case of

www.ce.vizja.pl

operational risk measurements. Textbooks and journal
articles offer a linguistic translation and an explication
of official documents, now and then quoting survey
results from other countries. They employ the same
“technical way without discussion of potential advan-
tages and disadvantages” that, according to Wahlstrém
(2006), explained the persuasiveness of Basel II. Opin-
ions from practice arise, if at all, in media interviews.
I comment on Wahlstrém’s observation further in the

next section.

Translations compared

The picture of the introduction of Basel II in Sweden

confirms many similar observations made on various

previous occasions. In describing how Sweden fol-

lowed EU rules even before joining the Community:
Swedish administration had often imported
management ideas. Liibeck ran the City of Stock-
holm as an enterprise. German Conrad von Pyhy
saw to it that Gustaf Vasa had the most modern
accounting system of the time at his disposal, so
that taxes could be properly collected. We al-
lowed the most dedicated capitalists we knew,
the Dutch, to built and start Gothenburg. The
Swedish state and municipal administration
often drew inspiration from the outside. These
ideas were then modified in encounter with local
traditions (Jacobsson, 1993, p. 113; my transla-
tion, BC).

Indeed, studies from various times and of various ar-
eas show a similar picture: the Swedish public admin-
istration is always au courant with the newest fashions
in what was previously called administration, and is
now called management. As a “negotiated economy”
(Hernes, 1978), it was and is in constant dialogue
with the private sector. For many years it was a global
“fashion leader”, proudly presenting “the Swedish
model” of a welfare state to visitors, it admitted its
demise (Czarniawska, 1996) and started sending en-
voys to New Zealand, the Mecca of New Public Man-
agement. Swedish city management is alert to all city
fashions: fast trams, IT cities, and most recently, the
Ferris wheel. But, as Jacobsson pointed out, new ideas
are transformed in encounters with local customs, in
a pragmatic way — not least because the voices of prac-

titioners are seriously considered.
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It is therefore justifiable to apply this frame of refer-
ence to the reaction of the Swedish banks to Basel II.
They were eager to implement it, being satisfied with
the fact that the required procedures corresponded
to their own. The Swedish Financial Supervision Au-
thority interpreted the abstract requirements in a dia-
logue with the banks. The main split is between the
older and the younger generations, corresponding to
the split between operational and staff duties shown in
Wahlstrom’s (2009b) research. The older, operational
managers are skeptical, especially about the cost of
new IT systems and the correspondence between ab-
stract models and measurements derived from them;
the younger, staff people are enthusiastic.

No such gap can be found in Poland, for two reasons.
Because of the dramatic change of the political regime
and the consequent changes in running the economy,
there are no “old, experienced bankers”. Furthermore,
one may suspect a common positive perception of ab-
stract models and numeric calculations across genera-
tions, due to an anti-pragmatic attitude, which I called
“merciless idealism” in my city study (Czarniawska,
2002, p. 119). One of its elements is “trust in numbers”
(Porter [1995]; but also “trust in models”; Power [2007,
p- 120]), albeit with a local twist. Numbers were com-
monly manipulated during the socialist regime, but
faith in “correct numbers” remains - the correct num-
bers guaranteed by a non-ideological science.

Rottenburg (1994) described a similar attitude in
managers from East Germany at the time of unification
- an attitude that he called “socialist monism” - “that
definitions of reality are either ideological constructs
and, therefore, false, or they correspond to reality and
are, therefore, valid” (p. 89). The pragmatist convic-
tion that words and numbers can be compared only
with other words and other numbers (Rorty, 1980) did
not gain any ground; the correspondence theory of
truth rules unquestioned. This attitude is not limited to
Poland, of course; indeed Power (2007) spoke of “cal-
culative idealists” (p. 120). In Poland their dominance
seems to be absolute.

Another observation concerns the fact that al-
though both Sweden and Poland largely follow the
UK example in accounting for risk management, the
imitation stops at dialogue with practitioners. There
are no traces of any official dialogue between law en-

forcers and practitioners in Poland, but there are also
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no studies of practice, apart from the limited survey
described here. There are, of course, serious differences
between the case studies commissioned by the House
of Commons and those conducted by Wahlstrom, but
they are expected differences — those between official
investigations and scholarly research. Furthermore,
even in Sweden, the media are often a necessary me-
diator among researchers, and politicians and officials.
But the contacts and mediations do happen, and re-
searchers are often asked to join or lead official inves-
tigations.

Between 1972 and1980, I served as a methodologi-
cal consultant and researcher in a research program
“Managing enterprises — participants in the consumer
goods market” (Beksiak, 1978), in which an extensive
field study of actual management practices was con-
ducted, probably for the first time. Field studies in
Poland have not vanished, for Polish and foreign re-
searchers are conducting organizational ethnographies
(Kostera, 2011). But such studies, being unquantifi-
able, are seen as being of no use in an official context.
“Calculative pragmatists” (Power, 2007, p. 121) seems
to be an empty category, or at least a not-yet-located
group. The label is a good fit with the older operation
managers interviewed by Wahlstrom.”

Sweden has a long tradition of field studies and
studies of practices, and in this aspect does not have
to imitate UK. A critical and sociological take on ac-
counting, however, is clearly a UK influence. Yet I am
not sure if Polish accounting scholars are at all aware
that accounting can be a social science® (neither Ac-
counting, Organizations and Society or Critical Per-
spectives on Accounting are to be found in Warsaw
University Library). As I see it, “socialist monism” has
been replaced in the official discourse by “capitalist
monism”; the top-to-bottom” approach in centrally
steered initiatives remains, as does the role of the re-
searchers as translators of top leaders’ intentions to the
wider public.

However, this analysis must not be read as an eu-
logy for the Swedish way of translating global trends
and a critique of the Polish ways of doing so. Some
aspects of the Swedish translation are no doubt posi-
tive — the dialogue of authorities with practitioners
and the problematizing attitude of researchers. Some
aspects of the Polish translation are easy to understand

in the light of the past and present economic situation.
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However, both countries set to translate global direc-
tives without, it seems, ever asking a question whether
they make sense or not. What if operational risk is but

a Snark?

Just the place for a Snark! I have said it thrice:
What I tell you three times is true.” (...)

“Taking Three as the subject to reason about —
A convenient number to state —

We add Seven, and Ten, and then multiply out
By One Thousand diminished by Eight.

“The result we proceed to divide, as you see,

By Nine Hundred and Ninety Two:

Then subtract Seventeen, and the answer must be
Exactly and perfectly true.

“The method employed I would gladly explain,
While I have it so clear in my head,

If I had but the time and you had but the brain —

The Hunting of the Snark, by Lewis Carroll
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Endnotes

1 A brief but instructive introduction to Serres’ work
can be found in Steven D. Brown (2002).

2 In this it differs from the interpretation of Keith
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Robson, to whom translation is “the process through
which often pre-existing accounting techniques, and
their associated roles, are articulated discoursively”
(Robson, 1991, p. 550).

The categories of operational risk listed by Basel I1:
Internal Fraud - misappropriation of assets, tax
evasion, intentional mismarking of positions, brib-
ery

External Fraud - theft of information, hacking
damage, third-party theft and forgery
Employment Practices and Workplace Safety -
discrimination, workers compensation, employee
health and safety

Clients, Products, ¢ Business Practice — market
manipulation, antitrust, improper trade, product
defects, fiduciary breaches, account churning
Damage to Physical Assets - natural disasters, ter-
rorism, vandalism

Business Disruption & Systems Failures — utility
disruptions, software failures, hardware failures
Execution, Delivery, & Process Management - data
entry errors, accounting errors, failed mandatory
reporting, negligent loss of client assets.

The managers” optimism concerning the role of op-
erational risk measurement as protection against
financial crisis was proven ungrounded by the latest
events. I would predict that asked the same ques-
tion today, the managers would still divide into two
groups. Those who were positive would claim that
more and better measurement of operational risk is
needed and those who were negative would claim
that their fears were founded.

By now, the employees are probably well trained in
the popular use of a management technology called
SWOT, which is supposed to disclose the strengths
and weaknesses of an organization. The standard
weakness thus revealed is a lack of resources, there-
by turning a self-evaluation into a tactical move
toward top management.

All translations from Polish are mine, BC.
Calculative pragmatists “...are more sceptical about
the role of numbers in managing operational risk
(...) They typically regard them as attention-direc-
tive devices with no intrinsic claims to represent
reality (...) They are more pluralistic about opera-
tional risk management, partly because they think
capital should not be the sole foundation of risk
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management practice” (Power, 2007: 121).

In the spring of 2011, I taught a doctoral course at
Warsaw School of Economics called “Social dimen-
sions of enterprise”. The students said that they
found it interesting, but that they did not think it

could be used in research on economic phenomena.
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