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Under standing risk disclosures as a function of social organisation: a neo-Durkheimian

institutional theory-based study of Burmah Oil Company 1971-1976

Abstract

This paper draws on neo-Durkheimian institutiohalary to identify patterns of social
relations within the Burmah Oil Company Limited (BPDin the period 1971-1976 and to
assess whether the risk perceptions and the ap@e#e risk management discussed within
the risk disclosures for the BOC annual reportcaresistent with the patterns of social
relations. Using archival sources the dominantepatbf social relations in the period 1971-
1973 is identified as hierarchical and in the p#rd®74-1976 as isolate; the change in the
pattern of social relations resulting from the B@@ker fleet crisis in 1974. Significantly,
the annual report risk disclosures are found todresistent with the dominant patterns of
social relations. Much prior risk disclosure reséanas focused on examining the principal
characteristics of risk disclosures and testingaBsociations between volumes of risk
disclosures and firm characteristics. This studygests neo-Durkheimian institutional theory

may offer a causally-based explanation for annegabrt risk disclosures.

Keywords: Risk disclosure, financial reporting, oil industry, neo-Durkheimian

institutional theory



Introduction

Risk management is now considered a fundamentajhprtant activity for the achievement
of a company’s strategic objectives. Consequeditgctors are required to take
responsibility for ensuring that a risk managensgsstem is “incorporated within the
company’s normal management and governance pratdsseancial Reporting Council,
2014a, p. 2). Significantly, the function of a rislanagement system is not limited to
supporting directors in better managing the comptre/process of managing risk also
generates risk information that can then be matéqgby available. Disseminating this risk
information is considered an equally important cesgbility for director as it “ensures that
shareholders and other stakeholders are well-irddrabout the principal risks and prospects
of the company” (Financial Reporting Council, 201dal).

Investors and other stakeholders need risk infaomab be able to assess a company’s risk
profile and to understand how risks are being madaghis enables them to make risk-
informed decisions and assists in holding director@ccount in respect of the risk
implications of strategic decisions. The importaattached to publishing risk information
has resulted in many countries requiring compataigsovide risk disclosures in their annual
reports. For example, in the UK 8417 of the Comesidict 2006 stipulates “(t)he business
review must contain ... a description of the patirisks and uncertainties facing the
company” and provision C.2.1 of the UK Corporater&@nance Code states that in the
annual report “directors should describe thosenal) risks and explain how they are
being managed or mitigated” (Financial Reportingi@ml, 2014b).

There has also been a growing academic interestidying risk disclosure. The research to
date has largely focused on examining risk discksin corporate annual reports in different
countries and has been dominated by content asdigsied research methodologies (see, for

example, Elshandidy and Neri, 2015). In this papeexplore risk disclosure in a different



manner to prior studies and a detailed literatawges is provided in the next section of the
paper.

As has been stated risk disclosures should stem droompany’s risk management process.
This process requires a company to identify thades they judge to be significant, which

will be dependent on the company’s perceptionssé&f and then to decide how they wish to
manage these risks. This implies that discussibpsracipal risks and how those risks are
managed in a company’s annual reports should repiréise risk perceptions and attitudes to
risk and risk management of the company. One wamndérstanding risk perceptions and
risk attitudes is through the insights of neo-Duikiian institutional theory as developed by
the anthropologist Mary Douglas. In summary, theotly argues that the pattern of social
relations in a group or community restricts howisleas are analysed. Social relations place
a frame around the group’s reading of a problemadfett the solutions the group creates to
address a problem through shaping which stratdgicces will be seen as feasible. This
shaping arises as the pattern of social relatiofhsences aspects such as the time scales over
which a group will look ahead, the extent to whilck group is willing to fully commit to a
strategy, the strength of the connection made @tweasoning and objectives, and how risk
is viewed (6, 2014a). Further discussion of neokideimmian institutional theory is provided

in the third section of the paper.

This paper examines a case company over a perimti@fand has two principal objectives.
The first objective is to identify the pattern($)social relations existing within the case
company for the period under observation. The sgotjective is to assess whether the risk
perceptions and the approach to risk managemenmiifide in the risk disclosures for the
annual reports are consistent with the patterrf(spaal relations identified for the case
company for the period under observation. If passible to trace through from identifying

the pattern of social relations to the impact bas on risk perceptions and approaches to risk



management contained within the risk disclosute= heo-Durkheimian institutional theory
may offer a causally-based explanation for annejabrt risk disclosures.

We apply neo-Durkheimian institutional theory te ttase of the Burmah Oil Company
Limited (BOC) for the period 1971-1976. BOC hasrbeelected for study as it faced an oil
tanker fleet crisis and was subject to a finangalout by the UK government in 1974 which
caused significant disruption to the organisatidmerefore, this allows us to explore whether
the disruption in 1974 led to a change in the patbé social relations and, if so, whether the
risk disclosures reflected this change in socialtiens as predicted by neo-Durkheimian
institutional theory. This makes BOC an interestng appropriate case for study, permitting
analysis of changes in social relations and theachfhis has on risk disclosures in the annual
reports. Furthermore, the BOC archives are subatamd contain documents which
facilitate the identification of patterns of socialations within the company.

The paper seeks to extend risk disclosure res@attle following ways. First, we seek to
understand risk disclosures by applying a theoay derives from social anthropology and
can potentially provide a causal explanation farua report risk disclosures. Both sociology
and anthropology have examined the topic of ridkersively (examples being the works of
Ulrich Beck and Niklas Luhmann) and yet prior rdikclosure studies have not sought to
ascertain if the risk ideas in these two fields lobaremployed to understand aspects of risk
disclosure. Second, by drawing on the BOC archiwestudy goes beyond solely focusing on
examining the risk disclosures in the annual repnd draws on other sources to seek to
understand why risk disclosures exist as theyTrged, we adopt an alternative methodology
to content analysis which facilitates analysinggspecific subject matter of the risk
disclosures.

The rest of the paper is organised as followshénnext section we review prior risk

disclosure studies. Neo-Durkheimian institutiomeddry is then detailed and discussed. The



methodology is outlined next, and followed a sumnwrthe case company. The analysis
and discussion of BOC in the period 1971-1976 ém thresented, followed by the

conclusion.

Prior risk disclosure studies

Abraham and Shrives (2014) assert that risk discéoas a research topic is “still very much
in its infancy” (p. 91); however, this statemerquees clarification as academics have
recognised that risk disclosure is of importance there is a growing body of literature
examining risk disclosure in different settings.

Thus, previous studies have examined financialdi(see, for example, Maffei, Aria,
Fiondella, Spano and Zagaria, 2014), non-finarfoials (see, for example, Oliveira,
Rodrigues and Craig, 2011), and government ownesfses (see, for example, Allini,
Manes Rossi and Macchioni, 2014). Risk disclosuaetres across a range of countries
have been investigated including, for example,istidf companies in Italy, USA, UK,
Finland, Netherlands, and Egypt (see respectivelygexample, Beretta and Bozzolan, 2004,
Campbell, Chen, Dhliwal, Lu and Steele, 2014; Etsldy, Fraser and Hussainey, 2013
Miihkinen, 2013; Mokhtar and Mellett, 2013) andrthdave been comparative cross-country
studies (see, for example, Dobler, Lajili and Zdgl2®11; Barakat and Hussainey, 2013;
Elshandidy and Neri, 2015). Studies have examiiskddisclosures in their entirety (see, for
example, Linsley and Shrives, 2006) and other studave focused on subsets of risk
disclosures including operational risk and marisk disclosures (see, for example, Lajili.
Dobler and Zeghal, 2012; Dueumes and Knechel, 2@BBadi, Hasan, and Habib, 2016).
Whilst the annual report has been the main focuth®majority of studies there have been
investigations of other publications that contask information such as interim reports (see,

for example, Elzahar and Hussainey, 2012) and prtgpes (see, for example, Deumes,



2008). A small number of papers have adopted alwtiworetical approach to researching
risk disclosures (see, for example, Jorgensen arsghenheiter, 2003; Dobler, 2008) in
comparison to papers that have sought to examiweelternal events such as the
implementation of a risk disclosure-based accogrgtandard and the global financial crisis
of 2007-8 have impacted on risk disclosures praviofecompanies (see respectively,
Miihkinen, 2012; Ntim, Lindop and Thomas, 2013).

The sense in which it is appropriate to argue tiis&tdisclosure research is “still very much
in its infancy” is that for much of the prior emigal research content analysis has been the
dominant research methodology and this contenysisadhas been both manual (see, for
example, Bowman, 1984; Abraham and Cox, 2007) antpater-based (see, for example,
Kravet and Muslu, 2013; Elshandidy, Fraser and Bingy, 2015). Further, the aims of much
of this prior research has been to gather insigitdsthe principal characteristics of risk
disclosures or, through regression analysis-bagpdthesis testing, to examine for
associations between volumes of risk disclosurdscamporate governance characteristics
such as board composition (see, for example, Matfal., 2014; Elshandidy et al., 2013;
Khlif and Hussainey, 2016).

The main purpose of research examining the prihciparacteristics of risk disclosures has
been to identify the potential usefulness of anmebrt risk disclosures by identifying risk
sentences and coding these to ascertain the eefatbportions of sentences that are, for
example, quantified or unquantified, forward loakior backward looking, and if they
explain specific risk management actions or medelscribe risk management policy. In
summary, the research to date finds it is atygmatisks to be quantified or for forward-
looking risk disclosures to be provided (Berettd &vzzolan, 2004; Linsley and Shrives,
2006; Linsley, Shrives and Crumpton, 2006; Abralsentt Cox (2007); Dobler et al., 2011).

Linsley and Shrives (2006) also find that a sigrifit proportion of the risk disclosure



sentences are explanations of risk managemenigmhather than discussions of specific
risks. The suggestion is that risk sentences ageeaiter use to the reader if they are
guantified, forward looking or explain specific iacts taken to manage specific risks and,
therefore, the common conclusion drawn in thisqmesearch is that companies need to
improve the quality of their risk disclosures.

It is more difficult to compare the results of teagudies that are regression analysis-based
hypothesis tests examining for associations betwekmes of risk disclosures and
corporate governance characteristics. This is lsecthey are set in different contexts and
test different characteristics. For example, Baraka Hussainey (2013) examine for
relationships between operational risk disclosares corporate governance characteristics
and aspects of banking regulation for a samplelbbB&nks, whilst Al-Hadi et al. (2016)
examine for relationships between market risk omates and bank risk committee
characteristics for financial firms from Gulf Coospgon Council countries.

What is evident is that there are a number of aspgaisk disclosure that could be usefully
examined, but that these prior studies have nadidered. First, the content analysis
approach adopted by many prior studies meanshbatgecific and detailed subject matter of
the risk disclosures has not been analysed. Sewdnid; these prior studies analyse the risk
disclosures in the annual report or other disclesiacument under consideration, there is no
scrutiny of other information sources that mighdypde an understanding of the risk
disclosures. Third, prior risk disclosure resedrah largely relied upon theories that have
originated in economics and management such aswagieeory, stakeholder theory,
legitimacy theory and resource-dependence theesg; (sr example, Allini, Manes Rossi and
Hussainey, 2016; Ntim et al., 2013) and there lma$e@en adoption of other theories that
might be better able to assess why a particulasfsgtk disclosures has been provided by the

company.



As outlined in the introduction, this study seekstldress these gaps in the following ways.
First, content analysis is not adopted; rathersgrexific subject matter of the risk disclosures
in the BOC annual reports is examined in the madaescribed in the methodology section.
Second, in addition to examining the annual repsktdisclosures the BOC archive is drawn
on to aid in understanding why the risk disclosuesas they are. The wide range of
documents available in the BOC archive and theaséhich they are put are also described
in the methodology section. Third, neo-Durkheimtia@ory has been adopted as it provides
an opportunity for ascertaining whether it is pbksto track through from patterns of social
relations to risk perceptions and attitudes to nslhagement, and then through to risk
disclosures. The theories adopted to date are @nalaffer a causal explanation of risk
disclosures in this manner. Hence, it is in theagsithat the paper is distinct from prior

studies and is looking to develop risk disclos@search in a new direction.

Neo-Durkheimian institutional theory

Mary Douglas developed the ideas that now form Ded<heimian institutional theory over
an extensive period (see, for example, Douglas 18918, 1986, 1987, 1989, 1990, 1994,
1995, 2003, 2004; Douglas and Wildavsky, 1982)thatcore of the theory is the proposition
that as social beings we comprehend the world teygece to our relations with others and,
hence, we need to be concerned with understandtigl selations. To be more precise,
social relations are of fundamental importance bsedhey shape how we evaluate
decisions, how we interpret problems and what peefees we have when selecting solutions.
In neo-Durkheimian institutional theory such shgpmoften described by referring to social
relations as impacting dhought styles.

Douglas seeks to explain the significance of ingtns in this context and she clarifies that

“(t)o institute is to establish order ... An ingtibn is specifically an ordering of social



relationships into regular patterns” (Douglas, 2008). It is a key concern of Douglas to
establish that the ordering associated with insitg is far more systematic than might be
presumed (see, for example, Douglas, 1989). Héhmeglas argues there are a limited
number of basic patterns of social relations (E@egxample, Douglas, 2003) and asserts the
diversity is limited to four basic (or elementafgyms. These are substantiated as the viable
forms of institution (see, for example, Thompsod &flis, 1997) and there is a propensity
for any institution to revert to one of these féanms as they have a comparative permanence
and are observed to consistently recur (Douglas8)19

The framework which sets out these four basic fasmmsed on the two dimensions of grid
and group. The grid and group dimensions derivn flurkheim’s classifications of social
regulation and social integration. Significantlyguylas does not treat these two dimensions
as separate but “cross-tabulated them and focused the forms found in the interstices (6,
2011, p. 64). The result is that the two dimensimrabine in weak and strong (or low and
high) states to create the matrix of four basiafgrisolate, enclave, hierarchy, and
individualist (figure 1). The four basic forms arften referred to as solidarities and the
names attached to each of the four solidaritie® ladtered over the years as Douglas

attempted to ensure they would not mislead (seexXample, Douglas, 1999).

Figure 1 about here

Social integration (the group dimension) concehesextent to which an individual is
committed to other members of an organisation ougyr If an individual has a high degree
of loyalty or commitment to other members in tr@mmunity this signifies ‘high group’;
conversely, if individuals are more focused on aeimg their own goals than the group’s

goals this represents a ‘low group’ form of orgatien (Douglas, 1978). Social regulation



(the grid dimension) relates to the degree of foeechdividuals have in respect of being able
to self-select social roles. If there is relativeeidom to select social roles then this constitutes
a low grid society; conversely, if there are resions (or regulations) upon the social roles
one can choose and prescriptions regarding seteakictions this represents a high grid
society. Hence, the grid dimension is concerned 8gues of role “(a)utonomy, ambiguity,
(and) negotiation” (Douglas, 1989, p.173). Thussummary, social integration and social
regulation respectively concern the extent to whpriactices, positions, and relations are
specified by strong or weak accountability to boadd memberships, and by strong or weak
accountability to constraint, imperative, preseéapt (and) roles” (6, 2014a, p. 89).
Hierarchical ordering (high group and high gridhdees that individuals are strongly bound
to one another and regulation of roles is strorgs Implies clear role demarcation occurs.
Distinguishing roles from one another assists fimdey statuses; in addition, deference is
shown to those in authority (Douglas, 2004). Tiadd are valued and respected, and rules
are deemed important as they maintain order. Ttierscand operations of a hierarchical
group or organisation are co-ordinated as therslaeed aims and common goals. There is a
strong sense of “common membership in a commualipgit among unequals” (6, 2014a, p.
90) and a high degree of loyalty to the group. @ets are viewed with some distrust as they
are external to the group. In this form of orderstigles of thought are such that planning
horizons are over the long-term as hierarchicaitutgons perceive a permanence and
continuity from the past through to the future. fiéhis an underlying assumption that the
hierarchical form of social relations can be expddb persist into the future and because
they are comfortable looking ahead over the lomgitiney are willing to engage in long-

term commitments.

For hierarchical institutions the approach to (iblat is, the thought style regarding risk) is

not to be risk-averse; rather, a careful balanseuight between risk and reward. When

10



making decisions under uncertainty the approath ¢arefully consider the risk implications
of the venture. Expertise is drawn on to asseseipotential rewards are worth pursuing and
if they assist in diversifying overall risk. Thaeea thorough approach to the appraisal of the
potential risks and careful deliberations on thetuee under consideration. Further, plans or
procedures will be put in place to manage potens&tk associated with any commitments
taken on. Hence, under this form of social orgaisahere is strong belief in expert
knowledge and if risk assessments are undertakidéncane then faith is placed in them.

The extensive prescriptions just described fordnahical ordering do not apply to an
individualistic institution as there is weak sodaraegration (low grid) and weak social
regulation (low group). This permits individualsdollaborate with whoever they wish and
the preference is for self-regulation. Douglaspefes this as a demanding form of social
organisation in the sense that it “sanctions imligi competition” (Douglas, 2004, p. 291)
and individuals “are expected to go forth entrepterally” (Douglas, 2003, p. 1358). There
is little help available if an individual fails disey cannot appeal to others for assistance.
Consequently, controlling resources is potentiaigortant as it determines power (6, 2011).
Styles of thought in the context of this patterrso€ial ordering are such that the planning
horizon is over the short to medium term. Thera tiendency not to look forward to the long
term as individualists are motivated to “take péind exit before the worst happens” (6,
2011, p. 91). Further, the past is not seen agabseiguide to the future. The attitude to risk
if the ordering is individualist is a willingness accept risk if the profit potential is
sufficiently attractive. That is, there is an egrtoward placing profit considerations before
risk considerations. There would not need to bestimee justifications regarding risk
diversification compared to the hierarchical ordgrand nor would such careful
deliberations be needed. This is not to suggest tkea naivety under individualist ordering.

There is not a presumption the envisaged profilisalviays be acquired and there is

11



acknowledgement losses might occur. However, tb@ 8 that losses on one venture will
subsequently be outweighed by gains on other vesitur

In respect of enclaved institutions (high group kowd grid) there is strong social integration
and weak social regulation. Individuals are strgrigglund to one another as commitment to
the group is of the utmost importance. This canltés enclaved institutions defining
themselves in opposition to other institutionshas $trengthens group cohesion (Douglas,
1978). By comparison, roles are regulated only limaed extent. Enclaves may need
“elaborate rules for keeping themselves equal . dYambitious leaders are dragged down,
and often expelled” (Douglas, 1999, p. 412). Stylethought are such that planning
horizons are over the short-term. The reason tf@gshorten futures (is) to anticipate
apocalyptic discontinuities” (6, 2011, p. 91) as tB a means for strengthening group unity.
Likewise, the group is united by having a long mepfor past events and especially where
either there have been perfidious acts of dislgyaitgreat acts of commitment to a group
cause. The approach to risk in enclaved orderihgsed on the precautionary principle with
the world perceived as fragile. Hence, risk is¢dydo be avoided and this is because new
ventures are thought to have the potential to téista the current modus operandi. If a
potential new venture is available the enclave bellmore likely to worry about possible
losses arising than profits, and the enclave témdsstrust experts believing they do not have
the capability to identify potential risks in adeanof any new venture.

The isolate ordering differs greatly from the emeld ordering as it is low group and high
grid. Social regulation is strongly controlled wiestrictions on selection of social roles. Ties
between individuals are weak and especially irsthrese that there is a lack of shared aims.
This leads isolate institutions to be largely poewupied with constraints. Because it is harder
in isolate settings to make use of social bonds appeal to common values then managing

individuals in such a context is difficult (6, 2@)4and anyone attempting to manage is

12



heavily constrained because of this. In this fofraazial organisation a manager can attempt
to force constraints on others; but when this dag¢succeed then they have to get by and
cope. This represents a shift from what 6 (2014skdbes as the structural despot to the
structural serf. Therefore, a relative passiviiges and the institution looks to survive, if
needs be soaking up losses. Relatedly, the thaiigktof the isolate is to look only to the
shorter term and planning too far ahead is not dohe form that risk management takes is
that the isolate looks to cope as best they carhapd that at some point there will be an
upturn in fortunes. This has the implication thdsew isolate institutions develop strategies
they are “especially vulnerable to perverse outmedfor) once an imposition strategy is
broken, isolate ordering cultivates neither ricts ¢ reserve preferences nor fallback
negotiating positions to accommodate opponents2@g4c, p. 687).

It can be seen from the descriptions of the fosidoBorms that the pattern of social relations
in each form is highly significant as it “influercéhe way that people think” (6, 2014b, p.
290). Hence, there is causality between institsgtimmd thought styles (see, for example,
Douglas, 1986). What is also important to notd& these four basic types of social
organisation, and the resultant thought stylesiracenstant opposition. This is inevitable as
the thought styles generated by the different foofrsocial organisation are at variance with
one another. Douglas stresses in later versiotieeadheory that any organisation or society
will comprise all four forms of institution and detes the interactions between the four
types as ‘cultural dialogues’ (Douglas, 2004). Thyto these cultural dialogues the four
affirm and sustain their particular pattern of sbardering by debating with one another
which form of social organisation is to be prefdrr&€hus, the four forms are in constant
tension with one another, although there will Inees when temporary accommodations are
made (6, 2014b). These temporary accommodationgagéect, strategic alliances that

facilitate an institution in achieving some parttsfaims.
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In its initial formation Douglas’s theory was statHowever, as the theory evolved
dynamism was fully incorporated and particularlgotigh the work of Michael Thompson
(see, for example, Thompson and Ellis, 1997). Apartant implication of the theory being
dynamic is that for any organisation or societydbeninant form of institution may be
replaced by another form of institution becomingnittant over time. This potential for
change is recognition that for any institution &xésting dominant form of social
organisation may become unsustainable. Consequémlyheory can explain why the
thought style in a community may alter by referetaca change in the form of social
organisation. Change occurs if individuals findtttee current dominant form of social
organisation does not fulfil its inherent ‘promisér example, if the dominant form of
social ordering is hierarchical then this may enpass an expectation that there will be some
form of safety net for individuals who are not gesng. If such a mechanism is not
available, perhaps because it is withdrawn becaliadack of resources to fund the safety
net, then discontent arises and individuals mal toacome together under one of the other
forms of institution.

This dynamism also underscores that individualeleyency. Thought style shapes how
decisions are analysed as it places a frame arbendreading of the problem and, further, it
shapes what strategic choices will be seen adleasiowever, this shaping of strategic
choices that stems out of thought styles stilyfallows for individuals making “intelligible,

explicable, intelligent and reasonable choices2(@L1, p. 35).

Methodology and Burmah Oil Company Limited context
In this study we undertake a historical analysigsi disclosures for the Burmah Ol
Company Limited (BOC). We review a range of souffcesy the BP archives where BOC

records are held with the purpose of identifying piattern(s) of social relations of the
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company and to ascertain whether the risk discéssabserved in the BOC annual reports
are consistent with the pattern(s) of social refegiidentified.

BOC was selected due to its having been the subjecfinancial bailout by the Government
in 1974. The financial bailout was an event of ssigmificance that there was the possibility
that the existing dominant form of social organ@mamight have ceased to be sustainable
and, consequently, replaced by an alternative damiform of social organisation.
Therefore, this provided the possibility for stugtywhether a change in the form of social
organisation shapes risk perceptions and attittalask as predicted by neo-Durkheimian
institutional theory.

A range of archival sources were collected forgbgod under investigation, 1971-1976, by
two of the authors independently. The documenteci@d included minutes of annual
general meetings, minutes of internal meetingsrival memorandums prepared by senior
managers, staff development policies and practietisys to stockholders, organisational
charts, human resource policy documents and digcudscuments relating to retention and
recruitment of staff. The documents collected vikose that related to staff interactions and
human resource matters as these were approprratefdifying the nature of social relations
present in the company.

Two of the authors independently reviewed all doents to identify those parts that
provided evidence of the nature of the dominankepatof social relations. The areas of
particular interest related to indications of timeet horizon for planning, the risk appetite and
risk attitude within the company and the extenwtoch the company was pro-active or
reactive in its decision making; three areas whiate been discussed in neo-Durkheimian
institutional theory as indicators of patterns aéial relations. Subsequently, the two authors
compared their assessments of the pattern(s) @lsefations and then discussed their

findings with the third co-author. It was importantide range of different types of
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documents were reviewed to improve the reliabdityhe findings and for triangulation
purposes. Examples supporting our judgements nmadedertaking the process outlined
above are provided as part of the analysis latdrarpaper.

The risk disclosures in the annual reports were igientified by two of the researchers
independently. This entailed a two-step processt,Rivo of the authors reviewed the entire
annual reports for the period 1971 to 1976 andviddally identified any discussions that
might pertain to risk; risk being broadly definedléwing Linsley and Shrives (2006) risk
disclosure study. The two researchers then disduksé findings and agreed on the risk-
related disclosures for each of the annual repdlhese two authors then independently
undertook a thematic analysis of the risk disclesudentifying any indicators of social
relations within the annual reports. Focus wasragaien to the time horizon for planning,
the risk appetite and risk attitude within the camp and the extent to which the company
was pro-active or reactive in its decision makisgralicators of the social relations of the
company. The findings were then discussed withtind co-author. Examples of risk
disclosures supporting our analysis, and obtairsatuthe process outlined above, are
presented as part of our analysis later in the p@pbrief history of BOC and the key events

relating to the financial crisis and bailout is ggeted in the next section.

Burmah Oil Company Limited context

The Burmah Oil Company Limited (BOC) was founded 886 when Burmah became a
province of the Indian empire. The British goveamnhgranted a number of oil concessions
to BOC and this led to the drilling of oil in Burimén 1888 (Corley, 1988). During the 1920s
and 1930s, BOC handled about 75 per cent of Burmiépeoduction and 85 per cent of oil
refining. In addition to being a major producettie Burmese oil industry, BOC was a key

producer in India. A time line of the key eventghe history of BOC s provided in table 1.
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Table 1l about here

After the Second World War, BOC'’s operations inhbioidia and Burmah (which became
independent states in 1947 and 1948 respectivebyedsed significantly. The Burmese
government nationalised oil operations in Burmath ianndia BOC encountered an
increasingly difficult market with increased goverent involvement in the activities of the
company. The company therefore looked to expanditaes in other parts of the world
(Corley, 1988).

Part of this related to expanding its oil tankeetlin the 1970’s. BOC engaged in a large
international contract to provide oil tanker seegdan relation to the liquefied natural gas
market involving Malaysia, Japan and the UnitedeéStand committed to purchasing new
tankers. This deal was financed through loans gexby US banks. By 1973 BOC's tanker
fleet had doubled to 38 vessels, most of which ateerin the spot market in which high
lease rentals could be achieved in good economiesti In 1974, BOC acquired an American
company, the Signal Oil and Gas Company which giae interests in the Thistle oil fields
of the North Sea. The borrowings of BOC now tothbg@proximately $650m in respect of its
American investment activities.

BOC disclosed significant profits in 1973 but arexipected downturn in the world economy
resulted in a slowing of the world tanker tradeDiecember 1974 BOC discovered large
losses were expected in its oil tanker subsididmnckvthreatened its survival. BOC contacted
the Bank of England and the British governmentfggistance on Christmas Eve 1974 and a
bail out was agreed. In early 1975 the Bank of Bnglannounced it would guarantee the
borrowings for a period of 12 months (Burmah Oih@xany Limited press announcement,

31 December 1974; Note of Treasury meeting, 27 ibee 1974; Note of meeting at
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Department of Energy, 6 January 1975). This indggleement had to be renegotiated shortly
afterwards and the final agreement included: unitimmél guarantees for BOC’s $650m
borrowings to be repaid by 31 December 1975, timk b@ provide a standby facility of

£75m charges on subsidiary companies in favounebank to be procured, and BOC to
realise assets and restructure its business (plarlic the tanker fleet business (Agreement
between Burmah Oil Company Limited, Bank of England HMG, 24 January 1975; Note
of meeting between Department of Energy and TrgadérJanuary 1975; Note to Bank of
England from HMG on 6 January 1975; Burmah Oil CampLimited stockholders report,
March 1975). After the bailout agreement the comydaned retrenchment and government
oversight, and in the next section we analyse tegbrelations and risk disclosures pre- and

post-bailout within the time period 1971-1976.

Analysisand discussion of BOC in the period 1971-1976

In this section of the paper we identify the pattef social relations within BOC as
evidenced by archival research. This is followedhbynalysis of whether the risk
perceptions and approach to risk management iartheal report risk disclosures of BOC
reflect the pattern of social relations identifi€lr analysis suggests the form of social
organisation changed over the period 1971-1976allyi, the dominant form of social
organisation is hierarchical, and this is thenaegtl by the isolate form of social
organisation which rises to dominance after th&eaafleet crisis in 1974. We first provide a
discussion of the pattern of social relations dredrisk disclosures for the pre-crisis period

1971-1973, and we then turn our attention to thet-posis period 1974-1976.

The pattern of social relations in the pre-crisis period 1971-1973
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The evidence indicates the hierarchical form ofaamganisation is dominant in this period
with both a high group and a high grid dimensiopapnt within the company. One aspect
of BOC that evidences a high group dimension reltaiestaff policies as documented in
internal memorandums relating to human resourcesslhese indicate a clear preference
for identifying staff loyal to the interests of thbempany and for promoting from within the
company. For example, a memorandum that providesmd a meeting on management

succession and development records that:

... that good men would be transferable betweenrdiffecompanies of the group in order to serve the

group’s interests best. (17 May 1973, arc 180878)

This linking of ‘good men’ with those who serve the ‘group’s interegstbdenotes a strong
group dimension where it is deemed virtuous toglgroup interests above one’s own
interests. The promise of eventual promotion is@mon means of rewarding those who
display commitment to the group; however, othem®iof compensation can also be

provided and within the same memorandum it is nttad

There was discussion on the absolute need to etirtrenen who accept senior positions abroad are
accommodated adequately when they return to thistop

(17 May 1973, arc 180878)

It is also apparent that internal promotion is erefd over external recruitment and this is
also indicative of a high group dimension. Naméhsiders’ are preferred to ‘outsiders’ who
are external to the group as this preserves tbaggroup boundary. For example, in a
memorandum from the Group Personnel departmertiéd executives, chief
representatives, directors, divisional directoegjonal and functional co-ordinators it

appears external recruitment is seen as a lagtireso
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As it is clear from the policy directive, in order make the best use of the human resources we have
internally, all vacancies in job group Il and whicdinnot be filled from within the resources of atigalar
unit must be channelled via the group personnehdemnt before any external recruitment is done (10

January 1974, arc 180925).

This preference for recruiting from within appl@sall levels including the Board of
Directors, where it is also noticeable there i®laesion amongst board members and a
reluctance to have ‘outsiders’ become board memBergxample of a display of this board
unity and an aversion to bringing in ‘outsiderstored in 1972 when an attempt was made
by two stockholders to be appointed to the Boartheg wished to reorganise the company.
The incumbent directors fought intensely againistattempt by two outsiders to usurp their
roles.

There is also evidence that a high grid dimensiosted at BOC in the period concerned.
Departments and divisions are distinct from onetlagro and a clear organizational structure
exists. The status of each member of a departraemtli-defined ensuring levels of authority
are demarcated and the role of each member ofistatll understood. In addition,
considerable time and effort is expended at BO@eatailed planning and on controlling the
promotion process in a manner that reinforces edigui of roles at the company. This
includes having clear procedures for identifyinaffs¢ligibility for promotion, and closely
linking eligibility to company policies and praatis. For example, the group responsible for
management succession planning at BOC (known ag MEB&tifies future senior managers
through a very detailed process:

The role of the MPS is to collate information ... .onperformance, potential, career and educational
background and to advise ... on staff availabilitg amvements within the group. The information
collected is then combined into a draft managemseotession plan for the group. This represents the
present and future manning of some three hundret$ imm job group Il to divisional directors. (10

January 1974, arc 180925)
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Further, deference is shown towards the authofigenior managers and this also suggests a
high grid dimension. For example, the authorityhaf chairman as the principal decision
maker is indicated in the language he uses, sualhas he clearly states that he is the person
who sets “out the policy which the board has bemrsistently following during recent years”
(7 December 1972, arc ref 139 806).

The reference in this quotation to ‘consistencgaficy’ is indicative of a long-term planning
horizons which is associated with a hierarchicanfof organisation. This long-term

planning horizon, and the associated feeling dfaaed history, are present in the
proceedings of the 71Annual General Meeting when directors with long/ge are thanked
and their histories highlighted by reference tortlmngstanding and loyal associations with

the company. For example, one director is recakbaving had a:

... long and distinguished career with the comparer a period of 45 years ... He had a very special

knowledge and understanding of our interests imlrBlurma and Pakistan. (9 June 1973, arc 131425)

The importance of developing staff and of retairtimgm is also indicative of a long-term
perspective. The emphasis on a long and sharezhhist managers and directors also
suggests strong communal ties are fostered betstaérwhich reinforces the group
dimension.

Therefore, the evidence indicates the dominant foirsocial organisation at BOC in the
years immediately preceding the financial bail@uierarchical. Whether this hierarchical
pattern of social relationships is reflected intis& disclosures identified in the annual

reports of BOC in the pre-crisis period 1971-1958iscussed next.

Risk disclosuresin the pre-crisis period 1971-1973
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The tanker fleet-related risk disclosures in thé119972 and 1973 annual reports all make
significant reference to Burmah Oil Tankers’ (BOWpich dealt with the BOC tanker fleet
and its operations. The decision to own and chéatéeers is contextualised in risk
discussions which appear to be aligned with a hshareal thought style.

BOC’s 1971 annual report sets out how BOT wasaltjticreated tdedge against risk of
crude oil transportation costs in respect of tlimeey at Ellesmere Port. Thus, the decision
to own and charter tankers is not an outcome otdmepany seeking a new risky venture, but
stems from a desire to mitigate risks. Hence, iglediscussions imply a hierarchical thought
style where risk and reward are carefully balandés is further corroborated in the 1971
annual report where it is stated that uncertairgtesched to the future prospects of the
company because of a market depression for fueboidl middle distillates should not be
cause for concern because of “its diversificatimo non-oil activities” (Burmah Oil

Company Limited, Annual Report 1971, p. 5). Thespraation of the activities of BOT as a
risk diversification strategy again implies a concern with balanciegsi

Further evidence of a hierarchical thought styleresent in respect of the thoroughness of
the appraisal of risk. Risk assessments for thieetafteet venture have been undertaken with
reference to an appraisal of the changing energgmpa affecting the oil industry. In
particular, it is observed that there will be aor@asing need for tankers to transport liquid

natural gas (LNG) and crude oil (Burmah Oil Compamgited, Annual Report 1971):

Great changes are taking place in the energy pattBroughout the world ... Two of the most signifita
of these are the growing importance of liquid naltgas (LNG) as an internationally transportablergy
source and the rapidly increasing extent to whiehviast economies of the USA and Japan will have to
rely on imported LNG, in addition to imported crucié in order to meet their energy requirements

(Burmah Oil Company Limited, Annual Report 19714p.
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That a thorough assessment of risk has been madghigghted in the description of the
negotiations BOC has been having with the Bahane®bpment Corporation (BDC) to
build a trans-shipment facility which will be leasky BOT. This will enable BOT to offer
transportation for crude oil from the Middle Edstaugh to ports on the east coast of the
USA. Transportation will be at attractive ratesotigh using large tankers from the Middle
East to the Bahamas and then transferring the @ilite smaller vessels at the trans-
shipment facility which are able to enter the USAtp. The implication is that the risk is
well managed and this is also evident in similakéa fleet risk disclosures identified in the
BOC 1972 and 1973 annual reports.

In respect of BOC’s 1972 annual report, the openatof BOT continue to be conveyed as
counterbalancing the risks discussed in the ameypalrt in respect of BOC's ‘traditional’ oil
operations. The focus on how altering trends inldvenergy are impacting on the USA and
Japan are reiterated. The comparative lack ofiniskspect of BOT operations is also
highlighted by statements explaining there is “kegarest” being shown in crude oll
transportation contracts by “many US and foreigmpanies” (Burmah Oil Company
Limited Annual Report 1972, p. 26). LNG transpadatcontracts are also under negotiation

with one major contract mentioned as signed in BSOX972 annual report.

... stockholders will have noted in the press thiatsa contract has been concluded with Shell Giltfe
transportation of substantial quantities of crudiérom the Persian Gulf to US east coast porthedt

similar contracts are in course of negotiation.r(Bah Oil Company Limited Annual Report 1972, p. 8).

These developments are all judged to have profémi@l as they take BOT into a business
area “which is still in the early stages of thewgito cycle” (Burmah Oil Company Limited
Annual Report 1972, p. 27). To support this vieetails of orders that have been placed are
provided in the BOC’s 1972 annual report. Therhésrecognition that there is a potential

risk associated with the long-term financial commants that BOT has taken on in respect of
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both chartering agreements for new oil tankerswaitid the acquisition of LNG tankers.
However, the company again perceives the riskscaged with these as being well
managed, stating that a “substantial part of tikesemitments is already matched by tanker
out-charters and other long-term arrangements”r(@inr Oil Company Limited Annual
Report 1972, p.45).

BOC'’s 1973 annual report notes that BOT contributee-third of total profits and this was
possible because of the “high rates for spot cha&ir(8urmah Oil Company Limited Annual
Report 1973, p. 7). There is acknowledgement inl@%8 annual report that some
uncertainties are starting to arise, with specrfention that spot rates in early 1974 have
been lower than during 1973 and that there ar¢iqalland economic uncertainties in the oll
industry. However, expressions of uncertainty aloeatfuture are muted. Management state
they are still actively managing future risks thghu'secur(ing) an increasing number of long
term affreightment contracts” (Burmah Oil Companmited Annual Report 1973, p. 9).
Further agreements for the future transportatiobN& are noted in BOC’s 1973 annual
report, including a major order from Pertamina (tidonesian state oil company). The risk
attached to the financial commitments of chartetankers is, as in the 1972 annual report
risk disclosures, seen as being managed by beitghathto a very substantial degree by
income that will be derived from long-term trangption contracts BOT has entered into.
Thus, the report implies that risk is being managgit through to the year 2000; twenty
seven years in the future. The long-term confidexidbe management team is evident in its

discussion of future prospects and long-term objestbeing based on:

... planning to take advantage of the changingadvernlergy pattern (and) (w)e are now seeing sontigeof
fruits of the company’s policies and | look forwasith confidence to further progress in the yedrsaal.

(Burmah Oil Company Limited Annual Report 19739p.
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The long term planning horizon, thorough risk assets, judicious balancing of different
risks and the risk-reward balance discussionsaritk disclosures are indicative of the
hierarchical form of social relations. Thus, wewsghat the risk disclosures do indeed reflect
the type of social relations identified as dominarBOC during the period 1971-1973. The
hierarchical form of social organisation that doates in the company before the financial
crisis and that is reflected in the risk disclosurethe annual reports of 1971-1973 is,
however, disrupted by the tanker crisis in 1974 @lscussion of the pattern of social

relations and analysis of the risk disclosuregterperiod 1974-1976 are presented next.

The pattern of social relationsin the post-crisis period 1974-1976

Hierarchically configured organisations are proamassume the current order of things will
continue for the long-term and when this does @apiplen this causes alarm. This is unlike,
for example, individualist institutions that araually less surprised when plans do not come
to fruition and setbacks arise. The dramatic evasseciated with the tanker fleet crisis
quickly resulted in BOC managers becoming concewlegther the prior loyalty they had
shown toward the company was now merited, on thargts the company was now unable
to offer them security for the foreseeable futdieat is, the hierarchical form of social
organisation in BOC no longer appeared viable toagars as it was unable to deliver on a
promise of job security because of the companygsds. In addition, previous entitlements

were withdrawn:

... every element of cost should be critically revaxzed with a view to curtailment or a drastic retitut
in 1975 ... Business entertaining should be resttittethe bare minimum. The private dining rooms at
Burmah House will be closed for the time being..av@l in the UK and abroad is to be strictly confine
to obvious operational necessity. Revised entiletnules will shortly be published ... Company cars
orders for new cars have been cancelled. (13 J»i9d5, arc 232532)
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For those employed within BOC this lead to socigration, which was previously strong,
dissipating due to new personnel entering the compEo deal with the BOT problems a
new Chairman and Managing Director join BOC on @3uary 1975. In turn the new
Chairman instigated a major reconfiguration of Board of Directors of BOC and appointed
a new chief executive for the tanker company ofréruary 1975. This resulted in a number
of existing directors resigning. Thus, the seni@nagement team became very different after
the bailout with many ‘outsiders’ being broughtoithe company and there was no longer a
prevailing view that internal recruitment was apable. The appointment of external staff to
the senior management team weakened community @otselationships acquired a
distance not previously evident; however, the degifesocial regulation remained largely
unaffected with, for example, roles retaining d¢larHence, the isolate form of organisation
appears to have become dominant with its low grobjgh grid configuration.

Evidence from the archives indicating the isolat@ught style is prevalent is noticeable in
respect of attempts at managing being heavily caimstd and managing for the short-term
dominating. For example, in a draft letter from B@Qhe deputy governor of the Bank of
England (13 October 1975, arc 139791), the Boave barequest approval of their proposed
actions from Bank of England and Her Majesty’s Gawgent. The letter also highlights the
pressure being placed on the company by the shderkbaction group. This letter reveals
the many constraints senior managers are openatitigr and how they are, for the most part,
not able to operate pro-actively but are reactinthé views and actions of external
stakeholders. A short-term planning horizon is algparent with the focus of the letter being
wholly on the short-term future of the company.

There is also evidence of coping and getting btherpart of management. For example, in a
Chairman’s brief to senior staff (4 December 19#85,138765) he notes that “(t)he fact is

that what we have got to do is to try and not laselibility” and in this brief there is a strong
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indication the company feels it is dealing withttas which are hard to predict and, again,

that they have little choice but to respond toaitans as they arise:

The situation here is that that is a loan and we l& part of the package negotiation to decidetlyxa
how that loan is going to be dealt with and it imatter of what the Government will accept and what
are prepared to accept. So that the terms on whécloan is going to be continued and the price of
Ninian are to an extent interlocked. And until ggn have some feel for the amount we are goingto g
for Ninian and some concept of what we would likethe loan, quite clearly our financial plannisgai
little difficult to predict just at the moment bwhat has happened as a result of this agreement or
agreement to negotiate is that now we will havarteend if you like, our plans to an extent. (4 Delsem

1975, arc 138765)

That the company is simply coping with events &y #rise is also indicated, for example, in

the proceedings of the ##nnual General Meeting of the company:

Ladies and Gentlemen. Among the many difficultiéwhich | have had to cope since taking office at
the end of January ... As | have already indicategl grganisation must to some extent follow events
rather than precede them. The final shape of thgpeay will depend upon the outcome of discussions

and negotiations now in progress on several frg6tdune 1975, arc 131412)

Thus, we can see that the pattern of social relatad BOC changes to isolate form due to the
tanker fleet crisis. The year 1974 marks a tramsifissociated with the shock caused by the
change of fortunes and the subsequent reorgamsattilie company, and the changes in the

risk disclosures in the annual reports post-castsdiscussed next.

Risk disclosuresin the post-crisis period 1974-1976

The analysis of the BOC risk disclosures in theqaet974-1976 suggests they are no longer
in accord with a hierarchical thought style andeas accord with an isolate thought style. In
1974 there was a loss before extraordinary iten£&8of and no final dividend was
recommended by the Board of Directors. The augibnteexplains the accounts as prepared:
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... do not reflect any future adverse effects, Whiould be material if computed on the basis ofaitang
freight rates, that may be produced on the groaff&rs by certain contracts in existence at 31
December 1974, relating to shipping operation®@urmah Oil Company Limited Annual Report 1974, p.

26)

The waning of the hierarchical ordering is appanenhe 1974 annual report risk disclosures
that show incredulity that the careful risk plarmas described in the 1971, 1972 and 1973
annual reports should come to grief through “cirstances that so unexpectedly overtook
the company” (Burmah Oil Company Limited Annual BEd974, p. 9). The 1974 loss is
discussed in detail and there is significant digth¢hat so many significant events could all
come together at the same time and result in sex#rs consequences. The crux of the issue
is the significant reduction in demand for cruderesulting in excess tanker capacity and a
consequent fall in freight rates.

This leads BOT to adopt a loss absorption strabgggying up some of its tankers and
allowing others to run at a loss because of thersty depressed freight rates. The discussion
of how BOT has been adversely affected by a dranfaltiin freight rates ranges widely and
is concerned with the constraints these events inapesed on BOC. Thus, there are
discussions regarding “unilateral actions of theeGRountries after the war of 1973” and

the “many other factors” that have resulted inpoites rising by a factor of five. For

example, these other factors include inflationdfgats on working capital requirements, the
need for further finance to maintain developmentsespect of North Sea oil and

construction delays in respect of the Bahamas-shimsnent facility. These multiple events
are all considered unprecedented. Graphics inrthead report emphasise this disjuncture
between past and present with a chart clearly tdegitbefore and after’ plummeting

monthly freight rates.
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In BOC’s 1974 annual report risk disclosures thepany highlights they are looking to
understand what the worst case scenario mighthey Wish to estimate the “absolute
maximum commitments that could arise in the wofstligpossible cases over a long period
of time if no corrective action were taken” (Burm@h Company Limited Annual Report
1974, p. 8). There is acknowledgement this is gtange very difficult. Note 36 to the

accounts states that a:

... material number of vessels on charter ... caimptesent circumstances be profitably employed
and it remains impossible to predict the amounbhodme likely to be received over the period of the

commitments (Burmah Oil Company Limited Annual Red®74, p. 39).

There is an acceptance that the outlook for thieetamarket is “bleak” and that a significant
proportion of the tankers are simply a burden endbmpany’s resources. The notion that the
Bahamas trans-shipment facility would be a gresetas fully revised and this idea is judged
“invalidated by events” (Burmah Oil Company Limitddnual Report 1974, p. 8). The
company is bearing the costs of constructing farkérs which it is committed to purchasing
although has yet to find suitable finance to ds.tm effect this is the isolate being resigned
to accepting that the worst can, and does, happkie. It is also an acceptance that all that
can be done is to acknowledge the losses and tosilisist by coping as best you can.
Hence, it becomes a case of keeping one’s head dond/igetting by if possible.

The tanker fleet risk disclosures in the BOC’s 1@ri&ual report begin in similar vein to the
1974 risk disclosures and, hence, continue to aysph isolate thought style. Initially, there
is reference to the “bleakness” of the circumstartbat the company faced in the prior year

and the world is described as being in “disarray”:

... stockholders will know only too well of the bleakcumstances ... difficult task of reconstructiarthe
year 1975 was one of great difficulty ... in a wdoh which considerable disarray has arisen.

(Burmah Oil Company Limited Annual Report 1975,)p.5
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Hence, in the annual reports of 1974, 1975 and 1981 is a sense that the strategy is to
absorb losses and survive by coping (6, 2013)ddatess are prone to do. Pre-crisis the
company had been suggesting a strategy of risksification and now the objective is to
“remain an oil-based enterprise ... (whilst) ... figigtifor survival” (Burmah Oil Company
Limited Annual Report 1975, p. 9). Assets are dégobof as a means of surviving and

transportation contracts are re-negotiated toamgtiuce exposure to losses.

Conclusion

This paper has examined social relations within BO®e period 1971-1976 to assess
whether the risk disclosures in the company’s ahregorts are consistent with the patterns
of social relations identified. The study explossdimportant British company (BOC) during
a period where a major event occurred in 1974. rgwn archival sources and employing
neo-Durkheimian institutional theory, the analysksntify the dominant pattern of social
relations in the period 1971-1973 as hierarchiodl ia the period 1974-1976 as isolate. The
archival evidence for a hierarchical form of soaejanisation is indicated by both high
group and high grid dimensions. The high group disien is perceptible in a preference for
rewarding staff who demonstrate a commitment teisgrthe best interests of the group and
in a preference for promoting from within the compaather than through recruiting
managers external to the company. The high gricedsion is apparent in the organisational
structure with roles being distinct and deferemcatithority occurs. The change in the
dominant form of social organisation arises assalt®f the hierarchical form of social
organisation not being able to fulfil its promisat demonstrating a commitment to the group
will result in a reciprocation whereby the grouplwrovide for the individual. The previous

expectation of job security dissipates as the tafi&et crisis progresses and impacts
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negatively on the financial position of the compalyternal directors are brought in and
communal bonds weaken resulting in the group dimenseakening, whilst social

regulation remains largely unchanged. Hence, dateséorm of social relations comes to the
fore with management efforts greatly constrainedl @lanning directed towards the short-
term.

The study finds the annual report risk disclos@essistent with the dominant pattern of
social relations in each respective period, 197431&nd 1974-1976. Therefore, the study
supports the view that the pattern of social refegidoes influence both the risk perceptions
and risk attitudes of the company contained withemannual report risk disclosures. In the
pre-crisis annual reports, the risk disclosureswtis how BOC management are confident in
planning for the long-term and enacting a risk nggmaent strategy that balances risk and
reward. By contrast, in the annual reports aftertémker fleet crisis the risk management
strategy is rooted in the short-term and a reltidesperate form of coping occurs with
survival the aim. Overall, the results suggestuwsabconnection between the pattern of social
relations and the risk disclosures.

The research has implications for our understarsdarigisk disclosure. If risk disclosures are
a function of a company’s form of social organisatihis assists us in understanding what is
motivating managers to provide particular setasi disclosure narratives in the annual
report. Namely, risk disclosures reflect the rigkgeptions and risk attitudes associated with
the dominant pattern of social relations for thempany. This leads to a further implication in
respect of risk disclosure policy. It is commonlggested that risk disclosures should
provide investors and other stakeholders with migiton regarding the most important risks
a company faces. However, if it is accepted thatdttern of social relations influences risk
perceptions this implies a company will be constdifrom observing the full range of risks

that might potentially impact on its operationsnSequently, there will be an inevitable bias
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in respect of the risks that will be disclosed loanpany; the bias being dependent on the
form of social organisation. A practical, and pglielated, implication that arises for
regulators is how to overcome this problem of conmghaving risk disclosure bias. A
possible way forward is through recognising that eampany will comprise all four
solidarities. If a suitable mechanism can be fowitin a company to enable all four
solidarities to contribute to discussions regargotential risks then this might provide a
broader set of risk disclosures for inclusion ie #mnual report. However, this would require
the dominant solidarity to recognise that value loanlerived from listening to the voices of
other solidarities.

A further aspect is that the study counters thdeéany to assume that risk management and
risk disclosure are new phenomena. Discussionswwuging risk management and risk
disclosure may appear to have intensified sincetiteof the 1990’s; however, companies
have always had to contend with risk and the exatiwn of the BOC annual reports
indicates that risk information has been providadrgo the 1990s. As discussed in the
literature review, risk disclosure research id delveloping and prior research has largely
aimed to gather insights into the principal chagastics of risk disclosures without analysing
the specific and detailed subject matter that mpgbvide an understanding of the risk
disclosures. Additionally, prior risk disclosuresearch has largely relied upon theories that
have originated in economics and management anel lizs not been adoption of other
theories that might be better able to assess vgaytecular set of risk disclosures has been
provided by the company. Therefore, in this studg-Durkheimian institutional theory has

been used to offer a causally-based explanatioarfoual report risk disclosures.

A limitation of the research is that interpretatmirthe archival sources and risk disclosures

is required for assessing the dominant pattermabsrelations. For instance, interpretations
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drawn regarding the managerial motivations forldsag risk information in the annual
reports may be subjective . Additionally, manageinmealy deliberately not disclose
information on a specific adverse situation. Methiodical limitations lie in the gaining of
permission to use the archival collections and aysiccess. Despite advances in
digitisation, the authors had to visit the archiwdegere the collections are held and there is
the possibility there are missing papers whichadors are unaware of. A final limitation
lies in examining a single company in UK contexénide, there is a need for further case-
based research that uses this theory to be undartalcorroborate the results. The theory
should apply regardless of company location areteflore, it may be particularly helpful for
further studies to examine non-UK companies. Arahiesearch is not the only means for
identifying patterns of social relations and futatedies might instead opt for an
ethnographic approach to identify the patternsocfad relations at the case companies.
Another route for future research projects is tostder a comparative study examining a
range of case companies where it is likely thatfole different forms of solidarity can be
observed or where there are examples of hybriditgreby two or more forms of social
organisation combine to dominate in a company. &@hesults suggest that it could also be
beneficial for accounting academics researchirgdisclosure to consider employing

alternative risk theories from the fields of soomy and anthropology.
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Table 1: Timeine of key eventsfor BOC, 1886-1980

Date Event Commentary and related events
1886 Foundation of Burmah Qil | The company was founded as the Rangoon Oil
Company Limited (BOC) | Company in Glasgow in 1886 by David Sime
Cargill to develop oil fields in the Indian
subcontinent. Burmah became a province of the
Indian empire the British Government granted a
number of oil concessions.
1908 Anglo Persian Oil CompanyBOC establishes APOC as a 97 per cent-owned
(APOC) formed subsidiary (APOC).
1914-1918 British government acquire®ritish government acquires controlling interested in
51% of APOC APOC with BOC remaining as significant minority
shareholder.
1935 Anglo-Iranian Oil Company APOC renamed as AIOC.
(AIOC ) formed
1948 BOC enters into a joint After independence in Burmah, BOC enters into|a
venture with the Burmese | joint venture with a 51-49 per cent partnership
government between the Burmese government and British
private interests
1954 British Petroleum (BP) AIOC renamed as BP and Burmese government
formed and withdrawal from takeover BOC’s Burmese interests.
Burmah
1971 BOC expansion outside cor80OC look to expand activities in other parts of the
Asian market world including the UK, North and South America,
Canada and Australia.
1973 Negotiation of tanker fleet | BOC hopeful that international investments,
deal particularly tanker fleet deal, will lead to BOC
remaining successful and profitable.

Early 1974 Tanker fleet crisis World economy taiesidden downturn and world
tanker trade slows down. BOC in financial trouble
and may not be able to meet its creditor obligation
to the American banks. BOC bank covenants
renegotiated.

Late 1974 BOC approaches Bank of | Approach to Bank of England for financial support

England and bailout.

Early 1975 Rescue of BOC Initial and final resageeement between BOC,
Bank of England and the British Government.

1976-80 Period of upheaval Continuing support figntish Government,

selling of non-core assets and focus on survival ¢
the company.

of

Sour ces: Compiled from BOC Limited Financial reports, 197@-8urmah Oil Company Limited
press announcement, 31 December 1974; Note of myeattiTreasury, 27 December 1974; Note of
meeting at Department of Energy, 6 January 1975,B[Corley,A history of the Burmah oil
company,vol.ll: 1924-1966 (London:Heinemann, 1988).



Figure 1: Grid-group framework
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