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This white paper encapsulates our views This white paper encapsulates our views 
and the views of the panellists and shares and the views of the panellists and shares 
the findings of a survey we have undertaken the findings of a survey we have undertaken 
with over 100 senior decisionwith over 100 senior decision--makers makers 
within the Financial Services industry who within the Financial Services industry who 
responded to our survey about this issue. responded to our survey about this issue. 
The panellists were:The panellists were:  

l Dr Costanza Russo, Senior Lecturer at Dr Costanza Russo, Senior Lecturer at 
the Institute for Regulation and Ethics, the Institute for Regulation and Ethics, 
University of LondonUniversity of London  

l Aileen Gillan, Chief Risk Officer at Metro Aileen Gillan, Chief Risk Officer at Metro 
BankBank  

l Peter Montagnon, Associate Director Peter Montagnon, Associate Director 
at the Institute of Business Ethicsat the Institute of Business Ethics  

l Chris Cooper, Managing Director at Chris Cooper, Managing Director at 
Challenge Consulting LtdChallenge Consulting Ltd  

l William Granger, Partner at Charles William Granger, Partner at Charles 
Russell SpeechlysRussell Speechlys  

Increasing regulation is at the 
risk of stymieing an industry 
known for some of the most 
innovative and adventurous 
thinkers in business. 

Indeed the City has built its global reputation Indeed the City has built its global reputation 
on a pioneering spirit. This is the bedrock of on a pioneering spirit. This is the bedrock of 
our economy but there needs to be a our economy but there needs to be a 
balance between continuing to take risks balance between continuing to take risks 
and wealth creation and the affect of and wealth creation and the affect of 
complying with the relevant regulation. complying with the relevant regulation.   

As a law firm and ourselves in an As a law firm and ourselves in an 
aggressively merging sector, we can aggressively merging sector, we can 
sympathise with the cultural strain that is sympathise with the cultural strain that is 
facing financial services (FS), but we believe facing financial services (FS), but we believe 
that the sector should embrace the risks that the sector should embrace the risks 
and use them as a force for good. Our and use them as a force for good. Our 
considerable breadth of experience in the FS considerable breadth of experience in the FS 
sector has led us to explore this issue sector has led us to explore this issue 
further, to conduct a recent survey, to further, to conduct a recent survey, to 
which over 100 senior decision makers which over 100 senior decision makers 
within the FS industry responded, and within the FS industry responded, and 
organise a panel debate with leading organise a panel debate with leading 
academics and business leaders. academics and business leaders.   

In these, we explored the relevant In these, we explored the relevant 
boundaries and argued that FS boundaries and argued that FS 
organisations should hold their nerve in the organisations should hold their nerve in the 
current climate. It is these key themes, current climate. It is these key themes, 
along with insightful comments from our along with insightful comments from our 
panellists and survey which we develop panellists and survey which we develop 
further in this white paper:further in this white paper:  

l The focus on culture and regulation The focus on culture and regulation 
started with the banks and insurers and started with the banks and insurers and 
is now filtering across the wider FS is now filtering across the wider FS 
industry.industry.    

““Firms worry that they wonFirms worry that they won’’t be compliant, t be compliant, 
but people, systems and processes must but people, systems and processes must 
be aligned for a business to be successful.be aligned for a business to be successful.” ”   

““Regulation is certainly causing more senior Regulation is certainly causing more senior 
people to be nervous. Business leaders people to be nervous. Business leaders 
need courage.need courage.””  

l ‘‘The tone from the top, the tune from The tone from the top, the tune from 
the teamthe team’ ’ is a useful theme in is a useful theme in 
embedding culture throughout an embedding culture throughout an 
organisation; values and good culture organisation; values and good culture 
should be driven from the top and then should be driven from the top and then 
be brought alive by everyone. This be brought alive by everyone. This 
ensures that employees are able to feel ensures that employees are able to feel 
confident that there is no mismatch confident that there is no mismatch 
between the pressure to perform and between the pressure to perform and 
the pressure to behave because they the pressure to behave because they 
are clear about their roles and are clear about their roles and 
expectations.expectations.    

““A strong framework creates a safe A strong framework creates a safe 
environment in which entrepreneurial spirit environment in which entrepreneurial spirit 
can flourish.can flourish.””  

““Everyone will know if culture is working, just Everyone will know if culture is working, just 
by talking to people you will know if things by talking to people you will know if things 
are working well.  The board should be held are working well.  The board should be held 
to account if not.to account if not.””  

l Culture is not complianceCulture is not compliance--led and we led and we 
need to ensure it is not complex.  It need to ensure it is not complex.  It 
should not be overshould not be over--complicated but complicated but 
should clearly follow a firmshould clearly follow a firm’’s business s business 
strategy.strategy.    

““Culture and good behaviour is where Culture and good behaviour is where 
compliance goes beyond duty and legal compliance goes beyond duty and legal 
framework. It is not compliance led.framework. It is not compliance led.””  

““Providing assurances to regulators is not Providing assurances to regulators is not 
how you go about running a business and is how you go about running a business and is 
not positive for customers.not positive for customers.””  

l A strong culture in a firm is an attractive A strong culture in a firm is an attractive 
recruitment proposition as well as a recruitment proposition as well as a 
valuable business differentiator. The valuable business differentiator. The 
motivation of employees is not solely motivation of employees is not solely 
around remuneration; wealth is an around remuneration; wealth is an 
important byimportant by--product, not the end product, not the end 
itself.itself.    

"I think that remuneration structures are "I think that remuneration structures are 
overover--engineered. We are trying to adapt engineered. We are trying to adapt 
them rather than starting from scratch.them rather than starting from scratch.””  
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79 %
Felt that the risk of 
breaching regulation 
is driving better behaviour

Feel increasingly risk averse
culture in financial services
is already damaging
entrepreneurial spirit
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Defining Culture

Over 100 senior decision makers within the Financial Services sector 
responded to a set of questions focused around Cultural Risk.

“Culture and good behaviour 
is where compliance goes 
beyond duty and legal 
framework. It is not 
compliance led.”

“Firms worry that they won’t 
be compliant, but people, 
systems and processes 
must be aligned for a 
business to be successful.”

“A strong framework creates 
a safe environment in which 
entrepreneurial spirit 
can flourish.”



      

Introduction 
  
Since the financial crash in 2008 
the reputation of the FS 
industry worldwide has been 
under scrutiny.  

Over recent years its reputation has Over recent years its reputation has 
undoubtedly gained some ground and this undoubtedly gained some ground and this 
may be largely due to the introduction of may be largely due to the introduction of 
regulation to ensure that organisations are regulation to ensure that organisations are 
made to be culpable for their actions. The made to be culpable for their actions. The 
move is towards personal responsibility and move is towards personal responsibility and 
the challenge is for organisations to have an the challenge is for organisations to have an 
embedded culture across the firm, embedded culture across the firm, 
which should be led by good business which should be led by good business 
ethics.ethics.  

The disjunct in these organisations between The disjunct in these organisations between 
making profit and doing what is right has making profit and doing what is right has 
been exposed. Christine Lagarde, CEO of been exposed. Christine Lagarde, CEO of 
the IMF, said: the IMF, said: ‘‘Whether something is right or Whether something is right or 
wrong cannot be simply reduced to whether wrong cannot be simply reduced to whether 
or not it is permissible under law. What is or not it is permissible under law. What is 
needed is a culture that induces bankers to needed is a culture that induces bankers to 
do the right thing, even if nobody is do the right thing, even if nobody is 
watching.watching.’ ’ While banks and insurers were the While banks and insurers were the 
initial regulatory focus for this issue, it is initial regulatory focus for this issue, it is 
unquestionably broadening in relevance unquestionably broadening in relevance 
across the wider FS industry.across the wider FS industry.  

As we come to terms with leaving the EU As we come to terms with leaving the EU 
there is an increased sense of urgency there is an increased sense of urgency 
about ensuring our financial services about ensuring our financial services 
industry is robust enough to continue to be industry is robust enough to continue to be 
successful in a changing world.  We ask successful in a changing world.  We ask 
whether enough is being done and how long whether enough is being done and how long 
it will take to restore confidence in an it will take to restore confidence in an 
industry where we are worldindustry where we are world--leaders, leaders, 
admired for our pioneering spirit, within the admired for our pioneering spirit, within the 
greatest period of uncertainty our country greatest period of uncertainty our country 
has faced for over 40 years.has faced for over 40 years.  

In our panel debate held on 24th May 2016, In our panel debate held on 24th May 2016, 
our panellists discussed the issue of culture our panellists discussed the issue of culture 
within these organisations and whether within these organisations and whether 
regulation was having the right effect. regulation was having the right effect. 
Reputational issues associated with the FS Reputational issues associated with the FS   

    

sector have left many aghast and so many sector have left many aghast and so many 
applaud the regulations and the new regime applaud the regulations and the new regime 
of accountability. Despite this some are of accountability. Despite this some are 
exasperated by the issues. exasperated by the issues.   

We explored how firms can best address We explored how firms can best address 
regulations in this new world and we also regulations in this new world and we also 
discussed where the focus needs to be for discussed where the focus needs to be for 
organisations who are struggling with their organisations who are struggling with their 
purpose and the need to make the purpose and the need to make the 
connection between doing what is right with connection between doing what is right with 
what is profitable. There have been too what is profitable. There have been too 
many regulatory changes to count since many regulatory changes to count since 
2008, and while compliance is important 2008, and while compliance is important 
the way to restore trust in the FS industry is the way to restore trust in the FS industry is 
largely through cultural change.largely through cultural change.  

Looking at our own leadership team, the Looking at our own leadership team, the 
merger to form Charles Russell merger to form Charles Russell 
Speechlys has led the team to focus not Speechlys has led the team to focus not 
just on melding two cultures together, just on melding two cultures together, 
taking and preserving the best of each, but taking and preserving the best of each, but 
also on creating a new, purpose driven, also on creating a new, purpose driven, 
approach. The leadership team is doing all it approach. The leadership team is doing all it 
can to embed this approach within the firm, can to embed this approach within the firm, 
and is committed to it being understood, and is committed to it being understood, 
digested and lived out. For them, this has digested and lived out. For them, this has 
been critical to the success of the merger.been critical to the success of the merger.  

    

    

    

    

    

    

    

    

    

    

    

    

    
  
The basic premise for the approach is the The basic premise for the approach is the 
significance of the purpose of lawyers and significance of the purpose of lawyers and 
their responsibility to work in a way that their responsibility to work in a way that 
does the best by everyone with all values does the best by everyone with all values 
and actions leading back to this purpose. and actions leading back to this purpose. 
The firm is unusual amongst law firms by The firm is unusual amongst law firms by 
enshrining its values into the partnership enshrining its values into the partnership 
agreement, to give them a voice at a agreement, to give them a voice at a 
serious and symbolic level.serious and symbolic level.  

However, at the outset, it should be borne in However, at the outset, it should be borne in 
mind that there is no 'right' or 'wrong' culture mind that there is no 'right' or 'wrong' culture 
for an organisation, no for an organisation, no ‘‘one size fits allone size fits all’ ’ 
approach, which may be one reason why approach, which may be one reason why 
some organisations are still grappling with it. some organisations are still grappling with it. 
In our debate we explored In our debate we explored ––  and questioned and questioned 
--  some successful and different some successful and different 
approaches to ensuring a healthy culture, approaches to ensuring a healthy culture, 
and it is hoped these will provide helpful and and it is hoped these will provide helpful and 
thoughtthought--provoking guidance for those provoking guidance for those 
leading and working within these leading and working within these 
organisations.organisations.  
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As regulators we are not able, 
and should not try, to 
determine the culture of 
firms"""" 

Andrew Bailey, soon to be CEO of the Andrew Bailey, soon to be CEO of the 
FCAFCA  

A definition of culture 

There are many facets of culture and there There are many facets of culture and there 
are great emotions attached to it. It is a big are great emotions attached to it. It is a big 
deal for many but some struggle to actually deal for many but some struggle to actually 
define what it is. This is despite knowing define what it is. This is despite knowing 
instinctively whether the culture they are instinctively whether the culture they are 
working within is a good one or a bad one. working within is a good one or a bad one.   

However, it appears that culture does need However, it appears that culture does need 
to be wellto be well--defined within organisations so defined within organisations so 
that people know how to behave and as that people know how to behave and as 
Aileen Gillan from Metro Bank says, Aileen Gillan from Metro Bank says, 
““Culture can be a genuine differentiator. Culture can be a genuine differentiator. 
Aligning culture and behaviours is critical to Aligning culture and behaviours is critical to 
deliver consistently fabulous client service.deliver consistently fabulous client service.””  

It is evident that behaviour is what drives It is evident that behaviour is what drives 
culture and it is the skill of the leadership to culture and it is the skill of the leadership to 
be clear about their purpose and to set the be clear about their purpose and to set the 
example to colleagues about how to example to colleagues about how to 
behave. The leadership team needs to behave. The leadership team needs to 
embody the behaviour of the business and embody the behaviour of the business and 
articulate this in a defined way, with a clear articulate this in a defined way, with a clear 
set of values, attitudes, standards and set of values, attitudes, standards and 
beliefs, to ensure that people donbeliefs, to ensure that people don’’t find t find 
excuses as to why something isnexcuses as to why something isn’’t right.t right.  

  
  
Compliance can help to create a framework Compliance can help to create a framework 
for a good culture but culture is not for a good culture but culture is not 
compliance led, it is going beyond compliance led, it is going beyond ––  beyond beyond 
duty of care to customers, conduct rules duty of care to customers, conduct rules 
and the administration of justice. There and the administration of justice. There 
needs to be an understanding of social needs to be an understanding of social 
responsibility, doing what is right in a way responsibility, doing what is right in a way 
that aligns with strategic business that aligns with strategic business 
objectives, practices and reward and with objectives, practices and reward and with 
stakeholders. stakeholders.   

In order to restore the historic breakdown In order to restore the historic breakdown 
of trust this needs to be addressed and of trust this needs to be addressed and 
understood at industry level. Reassuringly, understood at industry level. Reassuringly, 
Andrew Bailey, the soon to be CEO of the Andrew Bailey, the soon to be CEO of the 
Financial Conduct Authority (FCA)  said Financial Conduct Authority (FCA)  said ““As As 
regulators we are not able, and should not regulators we are not able, and should not 
try, to determine the culture of firms. We try, to determine the culture of firms. We 
cannot write a regulatory rule that settles cannot write a regulatory rule that settles 
culture. Rather, it is the product of many culture. Rather, it is the product of many 
things, which regulators can influence, but things, which regulators can influence, but 
much more directly which firms themselves much more directly which firms themselves 
can shape.can shape.””  
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How do we improve culture and 
embed good culture? 

The approach of trying not to overThe approach of trying not to over--
complicate or be led by compliance seems complicate or be led by compliance seems 
to be sensible and is having a positive effect to be sensible and is having a positive effect 
at organisations such as Metro Bank, where at organisations such as Metro Bank, where 
they ensure that everyone signs up to the they ensure that everyone signs up to the 
culture of the firm to ensure that they culture of the firm to ensure that they 
understand how this is fundamental to the understand how this is fundamental to the 
commercial success of the business. The commercial success of the business. The 
values are driven by the leadership team and values are driven by the leadership team and 
embraced by everyone, with all staff being embraced by everyone, with all staff being 
able to tell customers what the bankable to tell customers what the bank’’s s 
values are. The focus at consumer facing values are. The focus at consumer facing 
organisations such as Metro Bank is entirely organisations such as Metro Bank is entirely 
on delivering consistently good outcomes on delivering consistently good outcomes 
for the customer.for the customer.  

This may seem obvious when you look at This may seem obvious when you look at 
other sectors of business in which this has other sectors of business in which this has 
been a tried and tested approach for been a tried and tested approach for 
centuries. John Lewis is a classic example centuries. John Lewis is a classic example 
of this with their of this with their ““Never knowingly Never knowingly 
undersoldundersold””, , the the ““We try harderWe try harder” ” mantra of mantra of 
Avis, and Jack WelchAvis, and Jack Welch’’s belief in the s belief in the 
empowerment of employees having the empowerment of employees having the 
ultimate outcome for customers at GE. ultimate outcome for customers at GE. 
The focus is on people and how they The focus is on people and how they 
operate to deliver great service to operate to deliver great service to 
customers and at the same time achieving customers and at the same time achieving 
business success. Strong values need to be business success. Strong values need to be 
a fundamental part of how they operate for a fundamental part of how they operate for 
all constituents.all constituents.  

Once again, this comes down to strong Once again, this comes down to strong 
leadership and the importance of business leadership and the importance of business 
leaders to continually strive to see the leaders to continually strive to see the 
strategic wood amongst the technical trees strategic wood amongst the technical trees 
in all this change: cultural change is in all this change: cultural change is 
best achieved by addressing change from best achieved by addressing change from 
the top down as a starting point.the top down as a starting point.  

An anonymous quote from our survey  An anonymous quote from our survey  
said, said, ““Sometimes business lets the Sometimes business lets the 
regulation/compliance function take over regulation/compliance function take over 
without remembering there is a client at the without remembering there is a client at the 
end of everything we do. This leads to an end of everything we do. This leads to an 
extreme interpretation of the regulations extreme interpretation of the regulations 
and a detriment to the end client.and a detriment to the end client.””  

    

Are the regulators getting it 
wrong? 

Fear has driven some firms to Fear has driven some firms to 
overcomplicate the compliance process overcomplicate the compliance process 
which has led to either negative or less than which has led to either negative or less than 
ideal culture. Some firms need to reconnect ideal culture. Some firms need to reconnect 
their compliance approach to the bigger their compliance approach to the bigger 
cultural picture. This includes working out cultural picture. This includes working out 
their shared values, attitudes, standards their shared values, attitudes, standards 
and beliefs and then aligning them across and beliefs and then aligning them across 
their goals, strategies, structures and how their goals, strategies, structures and how 
this works with their people, customers, this works with their people, customers, 
investors and the greater community.investors and the greater community.  

It should be a natural part of a sustainable It should be a natural part of a sustainable 
business model for firms to put the client at business model for firms to put the client at 
the heart of the business, adopting a the heart of the business, adopting a 
structure that encourages and rewards structure that encourages and rewards 
staff to serve the customer in line with the staff to serve the customer in line with the 
firmfirm’’s culture is critical.s culture is critical.  

Our survey revealed that one fifth of people Our survey revealed that one fifth of people 
think regulation isnthink regulation isn’’t driving any t driving any 
improvements at all and as the quote above improvements at all and as the quote above 
highlights, the room for misinterpretation highlights, the room for misinterpretation 
can be extreme.can be extreme.  

Is theIs theIs theIs the    risk of breachingrisk of breachingrisk of breachingrisk of breaching    of breachingof breachingof breachingof breaching    
regulation driving better behaviourregulation driving better behaviourregulation driving better behaviourregulation driving better behaviour????    
    

An OECD survey last year of international An OECD survey last year of international 
companies on corporate governance and companies on corporate governance and 
business integrity said that 60% of business integrity said that 60% of 
respondents characterised the use of respondents characterised the use of 
budget for design and implementation of a budget for design and implementation of a 
companycompany’’s integrity policy as an investment s integrity policy as an investment 
as opposed to an expense.as opposed to an expense.  

This is encouraging because having a This is encouraging because having a 
culture that encourages employees to do culture that encourages employees to do 
the right thing for clients should lead to the right thing for clients should lead to 
greater profits; good cultures are those greater profits; good cultures are those 
which are sustainable. You should start with which are sustainable. You should start with 
the business model and this should be built the business model and this should be built 
as much around delivering value to the as much around delivering value to the 
customers, as to making a business  customers, as to making a business  
profitable. Good outcomes for the profitable. Good outcomes for the 
customer should be at the heart of an customer should be at the heart of an 
organisation.organisation.  

The law can certainly set the minimum The law can certainly set the minimum 
standard for behaviour, but cultural standard for behaviour, but cultural 
standards can and should be set higher and standards can and should be set higher and 
should not be constrained by compliance. should not be constrained by compliance.   

The point is clear The point is clear ––  what is legal is not what is legal is not 
always ethical. Just as the law does not always ethical. Just as the law does not 
directly address business ethics, the directly address business ethics, the 
regulators should be mindful of ethics as an regulators should be mindful of ethics as an 
important component of culture and it important component of culture and it 
should be recognised that an ethical should be recognised that an ethical 
approach builds sustainability and a trusted approach builds sustainability and a trusted 
reputation for businesses amongst reputation for businesses amongst 
customers and stakeholders.customers and stakeholders.  

The regulators themselves are under The regulators themselves are under 
pressure too, by the media and politicians, pressure too, by the media and politicians, 
and should not be blamed entirely. In time, and should not be blamed entirely. In time, 
we should see a market develop where we should see a market develop where 
people thrive through strong leadership and people thrive through strong leadership and 
reward, by delivering value and good reward, by delivering value and good 
behaviour. We would then need less behaviour. We would then need less 
regulatory intervention.regulatory intervention.  
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Is the increasingly risk-averse 
culture damaging 
entrepreneurial spirit? 

While the regulators have responded While the regulators have responded 
positively to the need for compliance within positively to the need for compliance within 
the FS sector, some argue that it was a lack the FS sector, some argue that it was a lack 
of regulation that created the problem of regulation that created the problem 
initially. Once businesses adopt strong and initially. Once businesses adopt strong and 
positive cultures, the safe framework of positive cultures, the safe framework of 
these should enable entrepreneurial these should enable entrepreneurial 
cultures to flourish again within the FS cultures to flourish again within the FS 
sector; the trust of the regulator and the sector; the trust of the regulator and the 
general public is crucial to this.general public is crucial to this.  

For those who have not created such a For those who have not created such a 
culture to allow a more healthy approach to culture to allow a more healthy approach to 
risk, it would seem there could be such a risk, it would seem there could be such a 
negative impact. Over half of respondents negative impact. Over half of respondents 
to the survey said they see this in their to the survey said they see this in their 
business, which is significant, although it is business, which is significant, although it is 
hoped that this is only temporary and will hoped that this is only temporary and will 
pass over time. pass over time.   

Generally, Fintech companies are less Generally, Fintech companies are less 
heavily regulated and are being creative, heavily regulated and are being creative, 
taking risks and becoming successful, so taking risks and becoming successful, so 
there is appetite remaining within the right there is appetite remaining within the right 
environment. Entrepreneurs will always see environment. Entrepreneurs will always see 
opportunities in challenges and need to opportunities in challenges and need to 
understand that regulatory constraints understand that regulatory constraints 
dondon’’t need to be stifling.t need to be stifling.  

However, there are clearly signs of strain However, there are clearly signs of strain 
and those businesses already penalised and those businesses already penalised 
may not have the courage to take risks in may not have the courage to take risks in 
innovation for a while.innovation for a while.  

Win Bischoff, CEO of the FRC, said Win Bischoff, CEO of the FRC, said ““Not Not 
‘‘culture eats strategy for breakfastculture eats strategy for breakfast’’, , but but 
culture and strategy need a symbiotic culture and strategy need a symbiotic 
relationship. Good culture is central to relationship. Good culture is central to 
achieving its objectives. Not just by achieving its objectives. Not just by 
contributing to the overall success of your contributing to the overall success of your 
business but by creating an environment on business but by creating an environment on 
which investors can depend. That way we which investors can depend. That way we 
can create sustained growth in the UK can create sustained growth in the UK 
economy.economy.””  

‘‘Bureaucracy is killing speed of execution Bureaucracy is killing speed of execution 
and convenience.and convenience.””  [  [anonymous quote].anonymous quote].  

Attitudes to the new regimes: what impact 
is it having? 
Largely the new regimes are well received as Largely the new regimes are well received as 
they reaffirm responsibility and they reaffirm responsibility and 
accountability at senior levels. accountability at senior levels.   

Is the increasingly riskIs the increasingly riskIs the increasingly riskIs the increasingly risk----averse averse averse averse 
culture damaging entrepreneurial culture damaging entrepreneurial culture damaging entrepreneurial culture damaging entrepreneurial 
spirit?spirit?spirit?spirit?  

However, there is so much reliance on However, there is so much reliance on 
accountability and providing positive accountability and providing positive 
assurances to regulators that there is a risk assurances to regulators that there is a risk 
of businesses losing sight of the end goal of businesses losing sight of the end goal ––  
firms should be aligning what is right for their firms should be aligning what is right for their 
customers with what is right for their customers with what is right for their 
business, people and stakeholders.business, people and stakeholders.  

It seems that some firms are able to get to It seems that some firms are able to get to 
grips with new regulations but others grips with new regulations but others 
struggle partly because of the politicised struggle partly because of the politicised 
nature of regulations and the fact that these nature of regulations and the fact that these 
can conflict. There can be a lack of clarity can conflict. There can be a lack of clarity 
and an overand an over--engineering of policies through engineering of policies through 
fear of nonfear of non--compliance. Perhaps the compliance. Perhaps the 
answer is to focus on the outcome of what answer is to focus on the outcome of what 
you are trying to achieve and work you are trying to achieve and work 
backwards?backwards?  

There is a danger too that statements of There is a danger too that statements of 
accountability and being compliant are accountability and being compliant are 
becoming a substitute for good behaviour becoming a substitute for good behaviour 
and the right culture.and the right culture.  

A culture that goes no further than ensuring A culture that goes no further than ensuring 
a protocol is followed may lead those within a protocol is followed may lead those within 
it to think that the business is being run well it to think that the business is being run well 
when there are underlying cultural issues. when there are underlying cultural issues. 
Following this approach is not good for Following this approach is not good for 
customers, accountability or the business.customers, accountability or the business.  

There is concern that conduct rules and the There is concern that conduct rules and the 
senior management regime could penetrate senior management regime could penetrate 
and stifle boardroom decisionand stifle boardroom decision--making and making and 
leadership but that is not the aim of the leadership but that is not the aim of the 
regulations unless they need to intervene regulations unless they need to intervene 
with serious governance problems. It with serious governance problems. It 
should be remembered that compliance is should be remembered that compliance is 
there to engineer change. Resistance to there to engineer change. Resistance to 
regulation should not be used as an excuse regulation should not be used as an excuse 
for poor leadership.for poor leadership.  

Things are definitely moving on with direct Things are definitely moving on with direct 
and formal accountability at the senior level, and formal accountability at the senior level, 
which is a significant and positive change. It which is a significant and positive change. It 
may be making people more nervous but may be making people more nervous but 
senior managers should have the courage senior managers should have the courage 
to do the right thing, keep things simple and to do the right thing, keep things simple and 
remain focused on the outcomes. The remain focused on the outcomes. The 
firm's culture should reinforce and firm's culture should reinforce and 
encourage that approach. The encourage that approach. The regulations regulations 
should not be a barrier to entry and should not be a barrier to entry and 
competition or be used as a scarecompetition or be used as a scare--
mongering technique for those over mongering technique for those over 
reacting by indulging in the minutiae of what reacting by indulging in the minutiae of what 
can be mistaken for excessive regulation.can be mistaken for excessive regulation.  

We are about to see more regulation We are about to see more regulation 
introduced and it is hoped that there will be introduced and it is hoped that there will be 
appropriate proportionality with this, as appropriate proportionality with this, as 
excessive regulation can be inhibiting. It is excessive regulation can be inhibiting. It is 
hoped that the volume of and tensions hoped that the volume of and tensions 
between regulations will fade in time after a between regulations will fade in time after a 
positive response and adjustment of the positive response and adjustment of the 
industry. It is also hoped that the musical industry. It is also hoped that the musical 
chairs that has affected some firms will chairs that has affected some firms will 
settle down so that the roles to be played by settle down so that the roles to be played by 
compliance, HR, GC, CROs, IT, board, compliance, HR, GC, CROs, IT, board, 
senior managers and others will be clear. senior managers and others will be clear. 
There has been a lack of definition of roles There has been a lack of definition of roles 
and responsibilities which is set to change.and responsibilities which is set to change.  
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"There is a degree of  
over-complication  
in the way some firms 
structure their metrics. 
Some also say  
this is a by- 
product of the  
regulations" 

      



      

The language of The language of ‘‘business ethicsbusiness ethics’ ’ in FS is in FS is 
changing and is being replaced by the changing and is being replaced by the 
language of culture, as the balance between language of culture, as the balance between 
law, regulation and ethics is tipping. law, regulation and ethics is tipping. ‘‘Ethics Ethics 
begins where law endsbegins where law ends’ ’ and the same goes and the same goes 
for culture but the handover point is not for culture but the handover point is not 
fixed; when trust in the banking sectorfixed; when trust in the banking sector’’s s 
ability to manage itself and maintain high ability to manage itself and maintain high 
ethical standards declines, as in the financial ethical standards declines, as in the financial 
crisis, regulation will naturally move in to fill crisis, regulation will naturally move in to fill 
the gap that is seen to have been vacated the gap that is seen to have been vacated 
by ethics, which was largely institutional by ethics, which was largely institutional 
selfself--discipline. It can only be a good thing discipline. It can only be a good thing 
that there is a redefinition.that there is a redefinition.  

Is tighter regulation having a 
negative impact on recruitment 
and retention? 

The industry feedback is that this is not the The industry feedback is that this is not the 
case and that a strong culture in a firm is an case and that a strong culture in a firm is an 
attractive recruitment proposition. The attractive recruitment proposition. The 
motivation of employees is not solely motivation of employees is not solely 
around remuneration and wealth is an around remuneration and wealth is an 
important byimportant by--product, as opposed to being product, as opposed to being 
the end itself.the end itself.  

Two of the critical areas of issue are:Two of the critical areas of issue are:  

Remuneration structuresRemuneration structures  
The level of pay that employees within The level of pay that employees within 
financial institutions receive often financial institutions receive often 
antagonises the public but some say there antagonises the public but some say there 
is little evidence that the restructuring of is little evidence that the restructuring of 
remuneration within financial institutions is remuneration within financial institutions is 
changing any behaviour.changing any behaviour.  

    

Is tighter regulation having a Is tighter regulation having a Is tighter regulation having a Is tighter regulation having a 
negative impact on recruitment negative impact on recruitment negative impact on recruitment negative impact on recruitment 
and/or retention?and/or retention?and/or retention?and/or retention?  

There is concern that this is insufficient and There is concern that this is insufficient and 
that remuneration structures may now be that remuneration structures may now be 
overover--engineered. Incentivisation needs to engineered. Incentivisation needs to 
be aligned with the culture of the firm across be aligned with the culture of the firm across 
the board.the board.  

Measurement of contributionMeasurement of contribution  
The current trend is towards including The current trend is towards including 
cultural elements in performance cultural elements in performance 
measurement. This can be done by measurement. This can be done by 
introducing a cultural dimension into each of introducing a cultural dimension into each of 
the companythe company’’s people processes, s people processes, 
assessing not just on what they did but also assessing not just on what they did but also 
on how they did it.on how they did it.  

Measuring good and bad behaviours can be Measuring good and bad behaviours can be 
done by surveying customers, people and done by surveying customers, people and 
stakeholders and making the board jointly stakeholders and making the board jointly 
responsible for this exercise. There is a responsible for this exercise. There is a 
degree of overdegree of over--complication in the way complication in the way 
some firms structure their metrics. Some some firms structure their metrics. Some 
also say this is a byalso say this is a by--product of the product of the 
regulations. An ideal incentive scheme regulations. An ideal incentive scheme 
would effectively align reward with desired would effectively align reward with desired 
cultural outcome.cultural outcome.  

What next? 

Although the regulators decided not to Although the regulators decided not to 
formally publish their review of banking formally publish their review of banking 
culture, the lessons learned by the culture, the lessons learned by the 
banks are starting to emerge.banks are starting to emerge.  

The BSB is starting a study of how The BSB is starting a study of how 
standards of behaviour and competence in standards of behaviour and competence in 
the UK banking industry are set and shaped the UK banking industry are set and shaped 
by law, regulation, codes and other by law, regulation, codes and other 
standards, and to ask whether this balance standards, and to ask whether this balance 
is working effectively, and what this might is working effectively, and what this might 
imply for the industry.imply for the industry.  

““This is not a study devised to conclude that This is not a study devised to conclude that 
less regulation would be beneficial. It is, less regulation would be beneficial. It is, 
rather, asking what needs to be in place rather, asking what needs to be in place 
alongside regulation to produce the highest alongside regulation to produce the highest 
standards of behaviour and competence in standards of behaviour and competence in 
banking; what is needed to fill the space banking; what is needed to fill the space 
beyond the beyond the ‘‘boundaries of regulationboundaries of regulation’’, , for for 
that regulation to be not only bounded, but that regulation to be not only bounded, but 
to work effectively.to work effectively.””  

The FRC is just beginning a The FRC is just beginning a ‘‘culture projectculture project’ ’ 
which is a marketwhich is a market--led initiative to gather led initiative to gather 
insight into our corporate culture and the insight into our corporate culture and the 
role of boards as a critical part within this. role of boards as a critical part within this. 
Ensuring that the boardroom understands Ensuring that the boardroom understands 
how they can shape, embed and assess how they can shape, embed and assess 
culture and promote good practice is culture and promote good practice is 
fundamental to this industry continuing to fundamental to this industry continuing to 
be entrepreneurial and to thrive.be entrepreneurial and to thrive.  

Consultation is underway on the expansion Consultation is underway on the expansion 
of the whistleblowing regime to of the whistleblowing regime to 
stockbrokers, mortgage brokers, insurance stockbrokers, mortgage brokers, insurance 
brokers, investment firms and consumer brokers, investment firms and consumer 
credit firms and is expected to conclude in credit firms and is expected to conclude in 
2016.2016.  

There is also consultation on extending the There is also consultation on extending the 
Senior Managers Regime (SMR), Senior Managers Regime (SMR), 
Certification Regime (CR) and regulatory Certification Regime (CR) and regulatory 
reference regime to FCA authorised firms, reference regime to FCA authorised firms, 
which is underway and has an emphasis on which is underway and has an emphasis on 
what is proportionate. This will be what is proportionate. This will be 
implemented in 2016 and 2017 with the implemented in 2016 and 2017 with the 
bulk to follow in 2018.bulk to follow in 2018.  

These, and other, changes and initiatives will These, and other, changes and initiatives will 
continue to present challenges, but also continue to present challenges, but also 
opportunities, to the wider FS sector over opportunities, to the wider FS sector over 
the coming months and years.the coming months and years.  
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While the role of the 
regulators is changing, it is 
positive that they are broadly 
and whole-heartedly 
embracing the cultural apsect 
of conduct across the Financial 
Services sector..."""" 

Conclusion 

There are some very clear themes that There are some very clear themes that 
have emerged from our discussions, have emerged from our discussions, 
particularly around the significance of particularly around the significance of 
developing a sound culture that is in line with developing a sound culture that is in line with 
business strategy, and the need to remain business strategy, and the need to remain 
focused on the outcome for the customer. focused on the outcome for the customer.   

Firstly, the role of leadership within this Firstly, the role of leadership within this 
process is critical both in terms of being process is critical both in terms of being 
accountable for embedding the right accountable for embedding the right 
culture, and ensuring that this is linked to culture, and ensuring that this is linked to 
profitability and that the two are not profitability and that the two are not 
mutually exclusive. There is certainly a mutually exclusive. There is certainly a 
feeling of optimism that common sense feeling of optimism that common sense 
and good leadership could bring the sector and good leadership could bring the sector 
to a better place. There are some wonderful to a better place. There are some wonderful 
examples of businesses that are already examples of businesses that are already 
profiting from their redefined approach to profiting from their redefined approach to 
culture.culture.  

Following on from this, the significance of a Following on from this, the significance of a 
strong culture as a motivational and strong culture as a motivational and 
recruitment proposition should not be recruitment proposition should not be 
ignored. The sustainability of a business is ignored. The sustainability of a business is 
directly linked to an enduring culture in a directly linked to an enduring culture in a 
business and can have a widebusiness and can have a wide--reaching reaching 
impact, and benefits for everyone involved.impact, and benefits for everyone involved.  

  
  
It can create competitive edge by It can create competitive edge by 
differentiating itself from others, through differentiating itself from others, through 
the people it attracts, and through the longthe people it attracts, and through the long--
term relationships it builds with its clients term relationships it builds with its clients 
and stakeholders.and stakeholders.  

Additionally, the importance of not overAdditionally, the importance of not over--
complicating the approach is significant complicating the approach is significant 
particularly around compliance and not particularly around compliance and not 
allowing it to overwhelm a business to the allowing it to overwhelm a business to the 
point of negativity, either in terms of point of negativity, either in terms of 
dampening competitive spirit or using it to dampening competitive spirit or using it to 
scarescare--monger.monger.  

Finally, while the role of the regulators is Finally, while the role of the regulators is 
changing, it is positive that they are broadly changing, it is positive that they are broadly 
and wholeand whole--heartedly embracing the cultural heartedly embracing the cultural 
aspect of conduct across the FS sector aspect of conduct across the FS sector 
generally, not just banks and insurers. Their generally, not just banks and insurers. Their 
impact has been considerable and positive impact has been considerable and positive 
in many aspects but it remains to be seen in many aspects but it remains to be seen 
when it will take effect to the point when when it will take effect to the point when 
they can step back and enable the wider they can step back and enable the wider 
sector to flourish within a newly established, sector to flourish within a newly established, 
transparent framework.transparent framework.  
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If you are interested in more information on If you are interested in more information on 
our services, please speak to your usual our services, please speak to your usual 
contact or alternatively:contact or alternatively:  

Jon Bond  
Partner, Head of Financial ServicesPartner, Head of Financial Services  
T: +44 (0)20 7203 5025 +44 (0)20 7203 5025  
jon.bond@crsblaw.comjon.bond@crsblaw.com  

Contact

London  
5 Fleet Place5 Fleet Place  
LondonLondon  
EC4M 7RD  UKEC4M 7RD  UK  

T: +44 (0)20 7203 5000+44 (0)20 7203 5000  

Cheltenham 
Compass HouseCompass House  
Lypiatt RoadLypiatt Road  
CheltenhamCheltenham  
GloucestershireGloucestershire  
GL50 2QJ  UKGL50 2QJ  UK  

T: +44 (0)1242 221122+44 (0)1242 221122  

Guildford  
One London SquareOne London Square  
Cross LanesCross Lanes  
GuildfordGuildford  
SurreySurrey  
GU1 1UN  UKGU1 1UN  UK  

T: +44 (0)1483 252525+44 (0)1483 252525  

Our offices

Doha  
Level 21  Burj Doha Level 21  Burj Doha   
West BayWest Bay  
Doha Doha   
QatarQatar  

T: +974 403 16611 +974 403 16611  

Geneva  
99--11  rue du Prince11  rue du Prince  
1204  Geneva1204  Geneva  
SwitzerlandSwitzerland  

T: +41 (0)22 591 18 88+41 (0)22 591 18 88  

Luxembourg  
2 rue  Jean Monnet2 rue  Jean Monnet  
LL--2180  Luxembourg2180  Luxembourg  

T: +352 26 48 68 00+352 26 48 68 00  

Manama  
Bahrain World Trade CenterBahrain World Trade Center  
Floor 24  East TowerFloor 24  East Tower  
PO Box 31249  ManamaPO Box 31249  Manama  
Kingdom of BahrainKingdom of Bahrain  

T: +973 17 133200 +973 17 133200  

Paris  
26 rue de la Baume26 rue de la Baume  
41, Avenue de Friedland41, Avenue de Friedland  
FranceFrance  

T: +33 (0) 1 70 99 09 00+33 (0) 1 70 99 09 00  

Zurich  
Basteiplatz 7Basteiplatz 7  
8001  Zurich8001  Zurich  
SwitzerlandSwitzerland  

T: +41 (0)43 430 0200+41 (0)43 430 0200  
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