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“Ultimately, management are responsible for 

running firms and ultimately firms fail 

because of the decisions made by their 

boards and management. These decisions 

are made within a firm’s corporate 

governance framework”- Hector Sants, 

April 2012



Culture and Governance

The UK Corporate Governance (2018) code outlines the following principles :

• Successful company is led by an effective and entrepreneurial board, whose role is to promote the long-term sustainable 
success of the company, generating value for shareholders and contributing to wider society.

• The board should establish the company’s purpose, values and strategy, and satisfy itself that these and its culture are 
aligned. All directors must act with integrity, lead by example and promote the desired culture.

• The board should ensure that the necessary resources are in place for the company to meet its objectives and measure 
performance against them. The board should also establish a framework of prudent and effective controls, which enable 
risk to be assessed and managed.

• In order for the company to meet its responsibilities to shareholders and stakeholders, the board should ensure effective 
engagement with, and encourage participation from, these parties. 

• The board should ensure that workforce policies and practices are consistent with the company’s values and support its 
long-term sustainable success. The workforce should be able to raise any matters of concern.
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Culture and Governance- cntd.

The Financial Reporting Council published in November 2021 identified that:

• Companies still have areas for improvement in their corporate governance reporting including requirement for increased 
focus on assessing and monitoring culture by using different methods and metrics, to enable clear evidencing. 

• Companies generally submitted declaratory statements, which were seldom substantiated by actions or examples, and 
therefore did not offer insight into company governance. 

• While there was a general increase in reporting on culture, purpose and values, the review urged companies to give 
greater attention to the following:

• Reporting on the alignment between culture, purpose, values and strategy, supported by real-life examples;

• Joining the dots between different culture related initiatives across the organisation to put data into context;

• Providing information on how stakeholder feedback influenced board decisions;

• Reporting on the impact, not only the process;

• Reviewing their culture cyclically and consistently;

• Ensuring transparent, insightful and connected, yet concise, reporting on culture assessment, monitoring, embedding 
and assurance

4



Culture Drivers
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Culture assessments are supported by identification of the organisational factors driving culture. 

The FCA defines culture as ‘the habitual behaviours and mindset that characterise an organisation’ and has 

highlighted the following key drivers:

Approach to rewarding and managing 

people
Governance

Purpose Leadership



Culture Assessments

The following examples are methods Financial 

services organisations might use, on their own or in 

a combination to assess their culture:

• Surveys(e.g. employee engagement scores)

• Conduct risk MI (Customer Outcomes)

• Customer Satisfaction/NPS scores

• Audit culture scores

• External assessments/Models 

(e.g. KPMG Culture assessment survey which uses 8 drivers - Employee 

Autonomy, Strategic Alignment, Customer Orientation, Openness to change, 

Senior Leadership, Employee Development, Rewards and Recognition, 

Collaboration and Inclusion)
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More advanced assessments also include:

• Diversity and Inclusion (risk of groupthink) -

including representation at leadership level, 

consideration for overall recruitment and 

retention strategy and leavers assessments 

• Pay gaps both gender and grade

• ESG data

• Leadership and Board effectiveness reviews

• Escalation of issues and events

• Third Parties +

• Vulnerable customers



Personal Responsibility

• Tone from the top/ Executive leadership is one of the key drivers for effective culture and governance in an 
organisation

• Senior Managers (as outlined in the Senior Manager Regime) are accountable to the regulators, not only for the 
standard of their own behaviour, but for effectively managing risks in the area of the business for which they are 
responsible.

• Developing a successful and compliant internal control system which improves individual accountability and 
awareness of conduct issues drives improved culture and aligns organisational deliverables to its purpose. Some 
of the key artefacts to evidence Personal Responsibility for Senior Managers include:

• Approval by the regulators

• Annual Fitness and Propriety assessments

• Delegation framework

• Remuneration Committee- independent, representation from HR and risk

• Evidencing of reasonable steps

• Effectiveness of the Risk and other Governance committees

• Effective/Timely Reporting and MI

• Control Self attestation and testing

• Audits 
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Effective culture and governance pave the way 

for effective decision making at all levels of the 

organisation. Employees feel empowered to 

make decisions, when supported by a well 

defined organisational purpose clearly linked to 

the organisational culture, tone from the top, 

defined risk appetite, delegated authorities and 

effective remuneration strategy.
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Any questions?
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