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“Culture and ethics are at the heart of banks’ decisions in terms of risk-
taking and safe and sound management practices. This means that 
understanding culture – what one does ‘when nobody is watching’ … 
can help us to recognise, and even predict, some behaviours.” 
Danièle Nouy, Chair of the Supervisory Board of the ECB Single Supervisory Mechanism

“The culture within an institution is a key factor in determining its 
safety and soundness,as it is key to the effectiveness of its governance 
arrangements. It drives the values and beliefs which govern how 
individuals treat others, perform their tasks, take decisions, assess risk, 
and perhaps most importantly, do the right thing to ensure they operate 
in a safe and sound manner. It is the foundation upon which a strong 
governance framework is built.” 
Ed Sibley, Director of Banking Supervision, Central Bank of Ireland
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Executive summary

Also, financial services firms are all-too-familiar 
with the costs to them of internal cultures which 
encourage or facilitate excessive risk-taking or other 
unethical conduct - in terms of regulatory fines, 
legal and remediation costs and reputation damage 
in particular. A recent ECB report noted that for a 
sample of 26 global banks, their cumulative legal 
costs for regulatory failures has reached almost 
$275 billion since 2008.

Financial services regulators internationally 
recognise that regulatory failures by firms often 
arise from problems of culture within the firms. 
They are, therefore, increasingly focusing their 
supervisory work on addressing the culture of 
financial services firms.

Regulators internationally expect financial services 
firms to focus on improving their internal culture. As 
part of such improvement, they also expect firms 
to measure their firm’s culture. In the words of New 
York Fed President and CEO, Bill Dudley:

Our Eversheds Sutherland Culture Review service 
meets this need.

We provide firms with a comprehensive, tailored, 
business-friendly approach to culture measurement 
and performance improvement. This service 
combines the legal and financial services regulatory 
expertise of Eversheds Sutherland with the 
organisational behaviour expertise of Denison 
Consulting, a global leader in this area.

Our Culture Review takes specific account of 
regulatory requirements and expectations in 
relation to governance and risk culture. It also 
directly meets the expectation of regulators that 
firms track their culture.

Our Culture Review service enables firms to 
improve their internal culture and, thereby, their 
business performance.

An organisation’s culture is critical to its business success or failure.

“Since the beginning of our 
work on culture, my colleagues 
and I have recognized that 
measurement is indispensable 
to improving bank culture.”

The link between culture 
and performance

Most senior executives and experts intuitively 
recognise the importance of an organisation’s 
culture for its business health, but prior to the 1980s 
there was no hard evidence to prove the relationship 
between organisational culture and financial 
performance. For over the past 25 years, Professor 
Dan Denison and Denison Consulting have 
conducted research to prove the link between 
organisational culture and financial performance.

Also, as noted by Bill Dudley, President and CEO of 
the New York Fed, in a recent speech, a good culture 
means fewer incidents of misconduct, which leads 
to lower costs including lower internal monitoring 
costs; it also helps to attract and retain good talent; 
furthermore, a good culture can be a source of pride 
within an organisation and this is attractive to clients:

“Good culture is, in short, a necessary 
condition for the long-term success 
of individual firms.”

Financial services firms are all-too-familiar with 
the costs of internal cultures which encourage or 
facilitate excessive risk-taking or other unethical 
conduct, in terms of regulatory fines, legal costs, 
remediation costs and reputational damage in 
particular. 

Indeed, a 2016 ECB report noted that since the 
financial crisis, European banks have set aside $160 
billion in provisions to cover expected legal costs 
and that for a sample of just 26 global banks, their 
cumulative legal costs (including damages, fines, 
settlements and litigation costs) have reached 
almost $275 billion since 2008. 
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Why regulators 
internationally are 
reviewing firms’ culture

As noted by Minouche Shafik, then Deputy Director 
of the Bank of England, “clearly it was not a case of a 
few bad apples, but something was rotten in the 
entire barrel”. Also, the 2011 US Financial Crisis 
Inquiry Commission Report stated “we witnessed an 
erosion of standards of responsibility and ethics that 
exacerbated the financial crisis.” Indeed, as stated by 
the Financial Stability Board, the G20 entity set up to 
promote reform of international financial regulation, 

“Weaknesses in risk culture 
were a root cause of the global 
financial crisis, as they led to 
failures in compliance.”

In addressing the problems of unethical behaviours 
and excessive risk-taking, regulators internationally 
have significantly increased their enforcement 
activity and levels of fines imposed on financial 
services firms. Nevertheless, as noted in a recent UK 
Financial Conduct Authority paper:

“The evidence that we have 
suggests that there are limitations 
on the extent to which greater 
compliance can be achieved by 
increasing fines and the probability 
of detection. For example, there 
is a tendency of certain firms to 
carry on breaking rules in spite of 
continuing to accrue large fines.”

To address this, regulators internationally are 
increasingly turning their supervisory focus on firms’ 
governance and culture, in an effort to address 
underlying causes of potential issues before they 
arise rather than merely dealing with the symptoms 
of these issues once they have materialised. 

In recent years, particularly as a result of various investigations 
following the 2008 financial crisis, regulators have increasingly 
concluded that problems of excessive risk-taking and unethical 
behaviours in the financial services industry were often problems  
of culture within firms.

What is a firm’s culture?

The concept of a firm’s ‘culture’ has been described 
by the UK Financial Conduct Authority’s Director 
of Supervision, Jonathan Davidson, as “the typical, 
habitual behaviours and mindsets that characterise 
a particular organisation. The behaviours are the 
‘way things get done around here’; they are the 
way that we act, speak and make decisions without 
thinking consciously about it”.

Also, as stated by the Dutch regulator, the 
DNB, in its ground-breaking book ‘Supervision 
of behaviour and culture; foundations, 
practice and future developments’:

“For employees, organisational 
culture is the social glue that 
holds the organisation together by 
providing appropriate standards 
for the ways employees should 
behave. As a consequence, culture 
reduces employees’ uncertainty 
and anxiety about appropriate 
and expected behaviours”.
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What do regulators 
expect firms to do?

Failure to meet the expectations of the regulators 
can be expected to lead to negative consequences 
for a firm. 

For example, in the context of the ECB Single 
Supervisory Mechanism (SSM), the ECB published 
a report in 2016 following its thematic review of 
governance and risk in the largest banks (the so-
called ‘Significant Institutions’) in the SSM. The 
report was critical of the Significant Institutions, 
noting that many were still “far from international 
best practice” regarding internal governance and risk 
culture. It also noted that specific failings identified 
in the review would be addressed in individual 
decisions to firms requiring them to take specified 
actions and in future fit and proper assessments, as 
appropriate.

In more serious cases of failures of internal 
governance and risk culture giving rise to breaches 
of regulatory requirements firms also, of course, 
face the risk of fines, together with other legal costs 
and reputational damage.

The G20 Financial Stability Board has issued 
guidance, setting out a framework for regulators 
to assess a firm’s risk culture; it has identified the 
following four key indicators for assessment of a 
firm’s risk culture:

Regulators internationally are increasingly expecting firms, as  
good practice, to define what their values are and champion these  
‘from the top’, both in word and deed. Firms are expected to 
incentivise ethical behaviours and reprimand violations of espoused 
values. Also, firms should support their espoused culture through,  
eg appropriate internal training and creating a ‘no blame’ culture 
through an active issue identification and resolution culture.

1.  Tone from the top, ie the extent to which the 
leadership promotes, monitors and assesses 
the firm’s risk culture.

2.  Accountability of all employees, on the 
basis that they understand the core values 
of the firm, are capable of performing their 
prescribed roles and understand that they 
will be held accountable for their actions in 
relation to the firm’s risk-taking behaviour.

3.  Effective communication and challenge 
within the firm.

4. The financial and non-financial incentives of 
the firm for those it employs to support the 
espoused core values and risk culture.

Measuring culture

“Since the beginning of our 
work on culture, my colleagues 
and I have recognized that 
measurement is indispensable 
to improving bank culture.”
Bill Dudley, President and CEO, New York Fed
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The approach adopted in our Review and Action 
Planning process begins with a ‘Discovery’ phase, 
which includes dialogue with the leadership team of 
the firm around the relevant culture issues they may 
wish to delve into and address. 

A core feature of our Review and Action Planning 
process is the Culture Survey. This is the Denison 
Organisational Culture Survey (DOCS), an 
evidence-based diagnostic tool developed by 
Professor Dan Denison to assess performance 
culture. The model and survey provides a systemic 
and structured assessment of your current state 
benchmarked against a global data base of over 
1,100 organisations. This is supplemented by a 

module developed by Eversheds Sutherland and 
incorporated into the diagnostic tool, dealing 
specifically with governance and risk culture. 

The Governance and Risk Culture module takes 
account of international regulatory requirements 
and expectations, such as the Basel Committee’s 
“Corporate governance principles for banks”, CRD 
IV, the European Banking Authority’s Guidelines on 
internal governance and draft revised Guidelines. 
It also takes account of the Financial Stability 
Board’s 2014 Guidance, providing a framework 
for supervisors to assess financial institutions’ risk 
culture – including its above-outlined four key 
indicators of a sound risk culture.

How we can help: the 
Eversheds Sutherland 
Governance and Risk 
Culture Review Service
We provide firms with a comprehensive, tailored, business-
friendly approach to performance improvement that is evidence 
based. To provide this service, we are collaborating closely with 
Denison Consulting, a global leader in the area of organisational 
culture and leadership behaviour, as Strategic Partners. 
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MISSION 
Do we know where we are going?

ADAPTABILITY 
Are we responding to the marketplace/ 
external environment?

INVOLVEMENT 
Are our people aligned and engaged?

CONSISTENCY 
Do we have the values, systems and processes  
in place to create leverage?

These traits are organized by colour in the DOCS 
and are designed to help you answer key questions 
about your organization.

Each trait breaks down into three indexes. 
For example, Adaptability breaks down 
into Creating Change, Customer Focus 
and Organizational Learning.The survey  

diagnostic tool
The DOCS highlights four key traits that an organization should 
master in order to be effective. At the centre of the model are 
the organization’s “Beliefs and Assumptions.” These are the 
deeply held aspects of an organization’s identity that are often 
hard to access. The four traits of the DOCS Model: Mission, 
Adaptability, Involvement and Consistency, measure the 
behaviours driven by these beliefs and assumptions that create 
an organization’s culture. 
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Contact

Ciaran Walker 
Consultant, Dublin 
+353 1 6644 986 
ciaranwalker 
@eversheds-sutherland.ie

Matthijs Bolkenstein 
Partner, Amsterdam 
+31 20 5600 636 
matthijsbolkenstein 
@eversheds-sutherland.nl

David Saunders 
Partner, London 
+44 20 7919 4685 
davidsaunders 
@eversheds-sutherland.com

Rebecca Copley 
Partner, Dubai 
+971 4 389 7044 
rebeccacopley 
@eversheds-sutherland.com

Veronique Marquis 
Registered Foreign Lawyer, Hong Kong 
+852 2186 3288 
veroniquemarquis 
@eversheds-sutherland.com

Mariafrancesca De Leo 
Partner, London 
+44 20 7919 0855 
mariafrancescadeleo 
@eversheds-sutherland.com

Pamela O’Neill 
Partner, Dublin 
Eversheds Sutherland  
+353 1 6644 241 
pamelaoneill 
@eversheds-sutherland.ie

Scott Sorrels 
Partner, Atlanta 
+1 404 853 8087 
scottsorrels 
@eversheds-sutherland.com

Benefits of the 
Culture Review

The Culture Survey provides 
a benchmark for measurable 
performance indicators that drive 
organisational effectiveness.

Enables firms to address the question 
of alignment as between their stated 
mission and values and how these are 
being ‘lived’ across the organisation.

The outcome of the Culture Survey 
prioritises short-term and specific 
actions that can kick-start any work 
on further improvements regarding 
the embedding of culture and values.

The Culture Survey forms part of 
a comprehensive Governance and 
Risk Culture Review engagement, 
involving preparing detailed action 
plans and priorities to address any 
issues that may have arisen from the 
Culture Survey, supporting, planning 
and executing feedback and training 
relating to the implementation of the 
action plans.

Combines the legal and financial services regulatory 
expertise of Eversheds Sutherland Consulting with the 
organisational behaviour expertise of Denison Consulting, 
a global leader in this area.

Addresses the expectation of 
regulators internationally that firms 
will track their culture.

The Culture Survey takes specific 
account of regulatory requirements 
and expectations in relation to 
governance and risk culture.
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