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Abstract

Over the last decade, scandals within the UK Financial Service sector have impacted their legitimacy and raised questions
whether a compliance culture exists or not. Several institutional changes at the regulatory and normative levels have targeted
stakeholders’ concerns regarding compliance culture and led to changes in the legitimation process. This paper attempts to
address a gap in the literature by asking the following question: How is the UK financial institutions’ compliance culture
shaped by the institutional environment and changing legitimacy claims? Towards achieving this objective, the paper draws
on the institutional theory and pays attention to the various configurations of the legitimacy notion (property vs process
Suddaby et al. Acad Manag Ann 11(1):451-478; 2017). The paper utilises a longitudinal interpretive design and undertakes
a qualitative content analysis of fines issued by the UK regulator and the communicated response of violating firms as well
as non-sanctioned firms. Our findings indicate that there is a cyclical ‘evolutionary compliance’ rather than the more widely
recognised state of ‘compliance culture’. This culture is fuelled by interchangeable isomorphic forces where the majority
of violating firms are seen to issue similar responses to the regulators sanction to maintain their reputation and legitimacy
in the market. Notably, legitimacy is now defined within an interactive process between the regulator and firms rather than
being static and achieved by ticking the box.

Keywords Compliance - Culture - Financial services - Regulation - Legitimacy

Introduction The misconduct in relation to LIBOR has cast a

shadow over the financial service industry. The find-
The UK regulator, the Financial Conduct Authority (FCA),' ings we publish today illustrate, once again, individu-
has issued discussion papers on compliance culture pre als within the industry acting with a cavalier disregard
and post the global financial crisis (FSA 2007; FCA 2013, both for regulatory obligation and the interests of the
2016b; PRA 2014), in an attempt to encourage financial markets. IEL’s significant failings in CULTURE and
institutions to adhere with norms of compliance culture. controls allowed that misconduct to flourish and fell
However, and despite these efforts, compliance violations far short of our expectations (FCA 2013, emphasis
are still evident within the UK financial sector. This phe- added).

nomenon could not only undermine the effectiveness of the
regulatory efforts but would also question the existence of
a compliance culture within the sector as indicated by the
FCA director of enforcement and Financial Crime following

Compliance can be defined as “conscious obedience to or
incorporation of values norms or institutional requirements”
(Oliver 1991, p. 152),% while culture deals with ‘intra-
organizational processes’ (Kondra and Hurst 2009, p. 39),

comment:
! However, this would not account for instance of non-compliant
behaviours which may be ‘under the radar’ and unidentified by the
regulator.
*  Wendy Mason Burdon 2 Whereas, compliance risk addresses the risk of legal or regula-
wendy.burdon @northumbria.ac.uk tory sanctions, material financial loss, or loss to reputation that a
bank may suffer as a result of failure to comply with applicable laws,
! Newcastle Business School, Faculty of Business and Law, regulations, rules, related self-regulatory organisation standards, and
Northumbria University, Newcastle upon Tyne NE18ST, UK codes of conducts (BASEL 2005).
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as such the concept of compliance culture is usually seen
as embedded within the firm (Newton 2001) in response to
institutional requirements (e.g. codes of conduct) which are
communicated through senior management, and then layered
down throughout organisations. In the extant literature, how-
ever, this internalisation of cultural norms imposed by the
immediate environment (industry) raised questions regard-
ing the organisational orientation towards such compli-
ance culture (i.e. what does a company do about complying
with such culture?) rather than whether it exists or not. An
example for this can be seen in Jenkinson (1996). Clearly,
organisational compliance with such culture is an expecta-
tion from the Financial Conduct Authority as indicated in
the following quote “Where we believe cultural measures
expose the firm to a high level of risk in the context of our
objectives, we will expect the firm to take account of it”
(FCA 2013, p. 1). Furthermore, examining the extant litera-
ture shows that the concept of culture has been studied from
the perspective of the regulator (O’Brien et al. 2014; Ring
et al. 2016). However, this has been criticised on the grounds
that culture is presented in a ‘diffuse, inconsistent, and often
simplistic ways’ (Meidinger 1987). There are similar con-
cerns with regard to the over simplification of the construct
of legitimacy, and its widespread application resulting in
misuse of the construct (Suddaby et al. 2017). Compounding
the matter further, less has been said from the perspective of
the compliance functions, within the firms where the con-
tinued dysfunctional cultural issues exist. Thus, an evident
gap in the literature is to explore firms’ compliance culture
and how it is formulated vis-a-vis the institutional environ-
ment in fulfilment of legitimacy claims from various stake-
holders. Clearly, this is increasingly important given recent
media speculation about the shift in regulatory direction of
the FCA, where it will no longer be viewed as ‘enforce-
ment-led’, or following the ‘shoot first, ask questions later’
approach after the appointment of Andrew Bailey in 2016.

Essentially, this shift not only marks a significant change
in the institutional environment, but also a change in the
notion of legitimation. Drawing on Suddaby et al. (2017),
this could be interpreted as a shift from perceiving legiti-
macy as a property (which is simply achieved (or lost) by
firms’ compliance (or non-compliance) with law and regu-
lations i.e. through coercion), to perceiving legitimacy as a
process which socially constructs the terms of reference of
legitimacy, as a process that is based on collaboration rather
than enforcement. This led to formulation of our research
question of: How is the UK financial institutions’ compli-
ance culture shaped by the institutional environment and
changing legitimacy claims?

Against this background, this paper uses an institutional
theory lens to investigate the concept of compliance culture

@ Springer

within the UK financial sector. Here, the aim of this paper is
to understand how financial institutions (both the offending
and non-offending companies) internalise the institutional
pressures from their immediate external environment in their
quest to maintain legitimacy (Suchman 1995). Inevitably,
the paper will also discuss the how this internalisation has
been influenced by the change in the regulatory approach
and the implications on legitimacy notion, if any.

Following a pragmatic research design, this paper under-
takes a longitudinal in-depth website analysis of the press
releases of 23 non-compliant firms, alongside those of the
regulator, during the period of 2013-2016. This captures
the public responses of those firms fined by the regula-
tor (the FCA) for compliance culture failings. Essentially,
this analysis is underpinned by institutional theory, where
organisations follow an isomorphic pattern in responding
to particular institutional pressures in order to maintain
their legitimacy (DiMaggio and Powell 1983; Scott 2014).
The resulting model of evolutionary compliance culture
evidences the impact of pressures, and the nature of regu-
latory flux which has advanced the pursuit of legitimacy
from a ‘property’ (measurable) to a ‘interactive process’
(Suddaby et al. 2017) in the contemporary banking industry
in the UK.

The paper is structured as follows: the next section
explores the concept of compliance culture as presented
within the academic and industry extant literatures. This is
followed by the methods and methodology section. Then, the
results and discussion of findings is presented. Finally, the
conclusion, recommendations and areas of future research
are highlighted in the last section.

Literature Review

Undoubtedly, there has been a general movement by both
academic researchers and practitioners to identify and
improve corporate governance structures within firms, since
earlier crises of Enron, WorldCom, and Arthur Anderson
at the start of the millennium, shortly followed thereafter
by the Global Financial Crisis of 2007-2008. A common
underlying reason for these failure is what Zyglidopoulos
et al. (2009) called a borderline and ‘delusional’ corpo-
rate culture caused by an over confidence in ability and
importance. Of note that the extant literature focused on
explaining the motivation behind practitioners’ actions to
improve corporate governance compliance, here, a number
of academics have correlated the implementation of effec-
tive corporate governance and control structures with an
improved firms’ value (Hendricks and Singhal 1996; Akh-
igbe and Martin 2006; Henry 2008). However, with the cost



Institutional Theory and Evolution of ‘A Legitimate’ Compliance Culture: The Case of the UK... 49

of compliance argued to be so high (Garcia 2004; Bam-
berger 2010; English and Hammond 2012, 2015), the fun-
damental question over why management comply remains
ambiguous. Another line of research has focused on the role
of media in setting the public agenda, and how this would
be reflected within the publics’ perception of risk (McCa-
rthy and Dolfsma 2014). Here, some researchers focused
and argued that governance reforms and enhanced compli-
ance is just an attempt by firms to improve their reputation
and gain legitimacy (Arora and Gangopadhyay 1995) or
just a reaction to enforcement by regulators (Yeung 2002;
Zubic and Sims 2011). Although each of the previous jus-
tifications of corporate governance reforms and enhanced
compliance is plausible, we argue that it captures one facet
of a complex multi-faceted phenomenon that is being
institutionalised, as compliance function is now viewed in
practice as ‘core within organisations’ (Perezts and Picard
2015). Here, firms may be seen to structure their compli-
ance function in response to institutional pressures as indi-
cated by DiMaggio and Powell (1983). These pressures are
coercive (formal and informal pressures exerted by law and
regulation), mimetic (firms modelling themselves on other
organisations) and normative (resulting primarily from pro-
fessionalisation). In support of this view, Fashola (2014,
p. 2) indicated that “Organizations are prone to yielding to
coercive and normative pressures arising from their institu-
tional context (for example banks adhering to capital base
requirements or to corporate governance code) as these are
likely to confer social privileges from their stakeholders”.
Additionally, DiMaggio and Powell (1983) and Aldrich
(1979) agreed that the most crucial factors that organisa-
tion must consider are other organisations, as competition
between organisations is not limited only to customers and
resources but for “political power, institutional legitimacy...
as well as economic fitness” (DiMaggio and Powell 1983,
p. 150). Thus, companies can model their internal changes
on other organisations in the field. The following sections
will discuss in further detail the evolution of compliance
function as co-created by organisations in response to exter-
nal institutional pressures namely: regulatory, normative
and cultural.

Understanding Compliance Culture—Approaches
Adopted by Firms

Organisational compliance culture reflects the individual
firm’s approach to regulation (Alfon 1996, p. 20). It could
also be linked to the firm’s attempt to adopt best practices
or simply managing regulatory risk, which could obviously
endanger its legitimacy and existence. Additionally, it can
be affected by the leadership style within the organisation
(Jenkinson 1996, p. 42) and whether the company is more
interested in complying with the letter of law “while evading

engagement with its substance spirit and soul” (Parker 2000,
p. 342). The literature also highlights that the modification
of compliance culture within organisations requires align-
ment of organisational ‘values, attitudes and beliefs’ to the
principles of financial regulation (Newton 2001, p. 16).
Dynamics of corruption and rationalisation can influence
the organisational compliance culture (Zyglidopoulos et al.
2009) as a “shared set of values and standards” (Barry
2002, p. 39).

Moreover, compliance culture cannot be bought or
‘taught by a high priced management consultant’ (Morton
2005, p. 60), which further highlights the complexity of
the concept as a socially constructed phenomenon. Subse-
quently, measuring compliance culture against set criteria
can be problematic and simplistic. However, issues within
culture cannot be ignored. Indeed, this has recently been re-
emphasised by the regulator whereby ‘“culture may not be
measurable, but it is manageable” (FCA 2017). Evidently,
previous attempts to measure companies’ compliance cul-
ture have failed. Here, one example to demonstrate this,
is that despite the assertion of the US regulator of a ‘for-
mal approach to assessing ... culture of compliance’ (SEC
2003), the adoption of this model clearly failed in the global
financial crisis 2008. Similarly, the complexity of embed-
ding compliance culture is clear in the ongoing scandals
within the UK financial service sector following the global
financial crisis (for example the Libor scandal 2012). Thus,
understanding companies’ compliance culture requires a
holistic approach, which consider the compliance culture
within the wider institutional environment. This holistic
approach to understanding and embedding compliance cul-
ture may apply both internally within the firm by compliance
officers’ communicating the spirit of regulation; but also
externally through their relationship with the regulator and
communicating and acknowledging the rapid pace of change
within the wider financial services market place. The holis-
tic approach embraces the cooperation of all actors towards
regulatory compliance. Noting that, companies may not nec-
essarily maintain the same compliance culture across the
sector, with compliance approaches ranging from a state of
non-compliance to over compliance (Jenkinson 1996, p. 42),
whereby some organisations are extremely proactive and
choose to ‘over comply’, and other organisations choosing a
strategy of minimal efforts to achieve compliance, or indeed
those that do not meet regulatory compliance standards.’

Acknowledging the complex nature of the compliance
culture, previous studies have indicated that good com-
pliance involves engagement and persuasion within the

3 This is explored within following literature review, including
authors such as Jackman (2001), and Calcott (2010) who discuss the
extremes of compliance approaches.
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organisation so that the “ethically and legally responsible
action is consistent with business goals” (Parker 2000,
p. 345). Moreover, it is about the culture and a commitment
to partnership with the regulators (Edwards 2003). Still, to
others “the concept of culture of compliance lacks defini-
tion, theoretical explication and empirical support for the
proposed link with improved compliance outcome” (Interligi
2010, p. 237). As such, better understanding of compliance
culture would require reviewing the actual practice, which
imposes the regulatory, normative and cultural pressures on
the UK financial institutions and their related legitimacy
basis. This will be discussed in the following sections.

Regulatory Pillar, Legitimacy and Compliance

There is extensive literature on the role of regulation, and the
various regulatory approaches across sectors and jurisdic-
tions. Responsive regulation and the enforcement pyramid
(Ayres and Braithwaite 1992) is widely cited in the literature
(Ayres 2013) and offers a framework for regulatory response
ranging from a hands off ‘self-regulatory’ approach to a
more coercive ‘sanctioning’ role. Of note, the latter approach
is more aligned with the regulatory pillar of institutions and
the use of coercion to bring about compliance (Scott 2014).

In the UK, we would argue that the regulatory approach
has witnessed a number of changes over time, perhaps in
response to a dynamic financial sector landscape. We argue
that the modifications in the regulatory approach have not
only influenced the compliance culture, but also rendered
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Comammnicate meessane about Tair tresbment
of custormeers EFFECTIVEL =snd spply
approprisbe conbrols and mMeonTrborng

Olear wision which supports Tair tresbment

of custormers — nefisched wirthin fTonmulstion

of strategic Secsions. Risk appetite refiects
CEShONTHET OO eTarbiomns

Descision Imeaicing refiects Teir tresbment of
custormeers. Finm mses staff, cushomeers s
other Tesdback, with timely action. Balamos
shaneholder and irbenests of cushomers.

Controils induding mansgement infonmetion
ensure and SemoRstrabe the Teir trestment

of custormers. Comtrols inbegral to risk
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trestmeent of custormeers key oriberia for
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reoognices guality and supports the Tir
‘trestrment of ceshormeers.

Fig. 1 Culture framework (FSA 2007, p. 21)
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having a stable compliance culture rather unachievable.
Prior to the global financial crisis, the UK adopted an alleg-
edly ‘light touch’ regulation approach relying on industry
self-regulation (Buller and Lindstrom 2013). During this
period (i.e. before the global financial crisis 2007), a frame-
work for compliance culture was also proposed by the UK
regulator (the Financial Services Authority (FSA) to ensure
fair customer treatment. Towards this end, and recognising
the importance of compliance culture, a tool was designed
to measure compliance culture within individual firms,
thus enforcing firms to ‘deliver fair consumer outcomes’
(FSA 2007, p. 3). The model (see Fig. 1) presented by the
FSA includes key drivers of leadership, strategy, deci-
sion making, controls, recruitment and reward (FSA 2007,
p. 21) which sets out a clear expectation of best practice
and expectations of the regulators. However, in a more
recent policy statement, a broader model with the specific
inclusion of culture was discussed as “the PRA consider a
variety of factors to identify failings in culture, including
governance, incentives, risk awareness and the ability to
challenge senior management” (PRA 2014, p. 4). This indi-
cates an ongoing evolution to identifying specific measures
for culture by the regulator, perhaps indicating that ‘one
size’ does not fit all. More recently, the regulator has com-
municated that they will work more within individual firms
to review culture (FCA Annual report, 2015/2016) rather
than undertaking industry-wide thematic reviews. Perhaps
then, it is necessary for supervisors to avoid models and
guidance, which may encourage a ‘tick the box’ approach

Contra Indicators
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to compliance (and compliance culture). In contrast, Car-
retta et al. (2010) contend that the new relationship models
between supervisors and banks need to be supported by
organisational tools, which enable sharing of information
between parties; to promote both the advisory function of
supervisors and a partnership model, premised on coopera-
tion between the supervisory bodies and banks. This was
considered necessary given the risks regarding ‘perfunc-
tory cosmetic’ compliance (Calcott 2010). However, it is
worthwhile mentioning that the advantages of firms choos-
ing their own approach are also recognised, whereby they
can draw on their own experience and reflect on individual
circumstances to approach compliance (Rossi 2010). More
recently, culture issues were revisited by the FCA whereby
the regulator intends to impact compliance decisions within
firms, and culture in the sector using mechanisms such as
‘publicising examples of good behaviour’ (FCA 2016b).
These ongoing changes to the regulatory approach highlight
the compliance culture co-creation idea.

Furthermore, following the appointment of Andrew Bai-
ley as the FCA’s chief executive in 2016, media speculated
another significant shift in the regulatory direction of the
FCA. A shift in the regulatory approach that would will no
longer be viewed as ‘enforcement-led’, or be based on ‘shoot
first, ask questions later’.* This marks a significant shift in
defining compliance and hence legitimacy. Here, legiti-
macy is changing from being a static property, achieved by
complying with law/regulations to a more dynamic process
socially constructed by the regulator and firms (Suddaby
et al. 2017).

Alternatively, the approach is based on ‘credible deter-
rence’ (FCA 2016b), whereby the regulator, the FCA, can
adopt wider regulatory actions and become more proactive
rather than reactive. This includes the following: taking away
firms/individuals operating authorisation; issuing fines; issu-
ing public/messages warnings; and bringing cases to court,’
and indeed continue to hold senior managers to account
(FCA 2013).° This change within the regulatory stance may
in turn bring about isomorphic changes within the sectors’
‘compliance culture’ through the said coercive measures
(which links back to Ayres and Brathwaite’s Enforcement
Pyramid). Yet, given the high costs of compliance to the
financial service sector in the UK, the problem of cosmetic/

4 A range of media articles discuss the appointment of Andrew Bai-
ley including: http://www.telegraph.co.uk/finance/newsbysector/
banksandfinance/12121782/Andrew-Bailey-named-surprise-choic
e-to-run-Financial-Conduct-Authority.html accessed February 2016.

5 See enforcement actions at https://www.fca.org.uk/about/enfor
cement.

6 See https://www.fca.org.uk/publication/news/enforcement-credible-
deterrence-speech.pdf.

minimal compliance presented in the literature (Jackson,
2001; Crump 2007; Calcott 2010) are still relevant, and can
hinder the isomorphic effect on the overall compliance cul-
ture within the sector. As such it might be the case that some
firms’ have different response from the majority of firms
within the sector. As noted by Lamin and Zaheer (2012),
these responses can include denial (dismissal of allegation
in the form of denial that the problem exist, or it was related
to factors such as labour practices or contractors or denying
responsibility as indicated by Sutton and Callahan 1987) or
defiance (contesting accusation and challenging accuser).

Normative and Cultural Pressures, Legitimacy
and Compliance

There are significant normative forces affecting profession-
als working within the financial industry and as such the
compliance culture. This includes adherence to relevant pro-
fessional bodies’ codes of conduct/ethics (such as account-
ing and legal professional bodies), with threats of dismissal
from professional membership for cases of non-adherence
by affiliated individuals.” Individual banking organisations
usually also apply their own codes of conduct for employ-
ees, which reflects banks’ attempt to conform with industrial
norms including recent expectation of boards and leadership
taking ownership for company culture (FRC 2016). Within
UK financial services, professionalisation and creation of
compliance norm are facilitated through institutes such as
the British Bankers Association (BBA) which has recently
been superseded by the UK Finance group in July 2017. One
way such bodies promote best practice is through mecha-
nism such as continuous professional development (CPD),
and also facilitating discussion and communication of
issues between forum members. Previously, the BBA have
also called for “license to trade” qualifications (and asso-
ciated profession requirements/codes of conduct).® More-
over, BASEL committee on banking supervision issued a
framework of principles in 2005, on which they followed
up through the Accounting Task Force in 2008 to assess
the degree of implementation within the industry.’ Individ-
ual firms such as Barclays have set up ‘Compliance Acad-
emies’ (Compliance Exchange 2014), in an attempt to force

7 For example, strict adherence to codes of conduct and ethics apply
from legal and accounting professions. See http://www.lawsociety
.org.uk/for-the-public/using-a-solicitor/code-of-conduct/

https://www.icaew.com/en/technical/ethics/icaew-code-of-ethics/
icaew-code-of-ethics.

8 See press release for details, https:/www.bba.org.uk/news/press
-releases/bba-licence-to-trade-qualifications-and-tougher-codes-of-
conduct-will-strengthen-trust-in-financial-markets/#. WLIDcdJ XXZ4.

9 See https://www.bis.org/publ/bcbs113.htm.
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changes in culture through mechanisms of CPD. Bussman
and Niemeczek (2017) provide empirical evidence to sup-
port the importance of ‘transfer in knowledge of norms’,
when reviewing compliance through culture. Zaal et al.
(2017) also highlight the importance of CPD and training
within organisations, to ensure that employees understand
‘rules’ (clarity) and what is acceptable and thus ‘sanction-
ability’ within an organisational structure, to improve overall
integrity.

Most recently, there are directives to ‘audit’ culture,
although guidance on this is in a developing stage (UK
Finance 2017). This seems counter intuitive to the com-
ments by the FCA, whereby they consider that ‘culture may
not be measurable’ (FCA 2017). However, despite this they
have described various ‘levers’ that they consider to manage-
able including; ‘clearly communicated sense of purpose’,
‘tone at the top’, ‘formal governance processes’, and ‘people
related practice’ (FCA 2017). These measures (or levers, as
described most recently by the FCA) have all emphasised
and created an industry wide norm of compliance culture
on both organisations (through codes of conduct) as well
as through individuals (banking professionals). These indi-
viduals internalise a compliance culture to the organisations
they work for and through their personal conduct, which
should be compliant with professional bodies and educa-
tional institutions.

To shed further light on the complexity of the compliance
culture, it would be useful to note that companies may comply
with regulations through ‘getting by’ and ‘keeping the regula-
tors happy’ (Jackman 2001). Clearly, this cannot only occur
through coercive pressures alone, but with normative pres-
sures, promoted by the regulators in the form of ‘manageable
levers’ give a more meaningful reason to comply (FCA 2017).
This could happen through developing a partnership between
the ‘regulator and the regulated’ (Edwards and Wolfe 2005,
p- 52). This link to a normative ethical framework was called
for earlier in practitioner literature, with the need to prioritise
an ethical motive within compliance culture (Newton 2001,
p- 3). Highlighting the role of normative pressures, Duska
(2011) contends that being ethical and following the law are
not the same, as “It is not an adequate ethical standard to
aspire to get through the day without being indicted” (Duska
2011, p. 22). In effect, normative pressures play an active role
in the social construction of the legitimation process (Suddaby
et al. 2017), which affects the professional conduct of indi-
viduals and hence the existence of a compliance culture within
firms. Here, as Human and Provan (2000) shows, the process
of legitimation is “not a monolithic or universal construct but,
rather, varied as the field matured and emphasized different
aspects of the organizational network over time.” (Suddaby
et al. 2017, p. 25).

Malloy (2003) identified two attitudes of firms to
normative ethical pressures. The first, which adopts a
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consequentialist normative ethical model, represents one of
the rational egoist profit maximisers, obeying laws and regu-
lations only when it is in the firm’s best economic interest,
which serves particular stakeholders who are critical to the
existence of the firm such as regulators and shareholders.
This essentialist stance is more congruent with conceiving
legitimacy as a property rather than a process. The second
adopts a non-consequentialist normative model, where the
firm abides with laws and beyond as matter of being duty
bound and in good faith despite struggling with increasingly
complicated and contradictory laws and regulation. Clearly,
this attitude does not take into account any consequences
regarding the firm or its affected stakeholder. Realistically,
and paying attention that compliance can only happen at a
cost (Malloy 2003), the model of the firm behaviour as a
rational profit maximiser would have prevalence in reality, as
managers analyse ‘regulation via a prism of costs and gains’
whilst appreciating the “commercial and reputational gains
that can be extracted from effective compliance systems”
(Gilad 2011, p. 310). However, the complexity of real world
could make it difficult to make a compliance decision purely
on cost vs ethical basis. Nielsen and Parker (2012) argue
that compliance can be driven by three different motives:
Economic (maximising economic utility), Social (earning
approval and respect from stakeholders) and Normative
(doing the right thing). Nielson and Parker (2012) suggest
that each business would be holding a ‘plural of motives’
along this basis. Finally, the extant literature identifies that
compliant behaviour might face certain barriers: perceived
incentives to comply (incentives and sanctions, monitoring
problems, and enforcement problems); willingness to com-
ply (information and cognition problems, attitude and belief
problems and peer effects); and capacity to comply (includ-
ing resource and autonomy problems) (Weaver 2014). These
views are consistent with considering that compliance could
be based on a multiple dimension legitimacy notion, which
is socially constructed by stakeholders including firms and
regulators (Suddaby et al. 2017).

For other academics such as Harvey and Bosworth-
Davies (2013, p. 5), compliance is a matter of culture, which
stands as ‘taken for granted’ and unquestioned values that
become embedded within organisations to an extent when
procedures/guidelines are no longer necessary. These models
can be linked clearly to the literature around compliance cul-
ture, with the underlying commitment to compliance through
improved organisational culture. Although the responsibil-
ity for compliance ultimately remains with the board, com-
pliance occurs naturally through the engagement of staff
through normative ethical adoption of compliance culture.
This is in direct contrast to ‘passive compliance’ whereby
minimal compliance is sought at minimal expense in a ‘reac-
tive’ fashion, with no improvement of conduct of business
(Crump 2007). This is also discussed by Zaal et al. (2017),
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who highlight that there is a distinction between integrity
and compliance, but that both approaches are relevant and
complementary within organisations. Thus, if only ‘passive
compliance’ is in place, and no integrity or normative ethi-
cal adoption of compliance culture, then compliance frame-
works will break down.

Here, as the literature review shows, compliance culture
is a complicated concept, which is socially constructed by
the interaction of financial institutions and the environ-
ment where they are operating. Thus, understanding such
concept requires devising an analytical approach that pays
attention to its dynamic and context-specific nature which
determines how it is diffused in the field (Meidinger 1987).
This research fills the gap in the extant literature by inves-
tigating compliance culture from the financial institutions
perspective rather than regulator’s perspective only (O’Brien
et al. 2014; Ring et al. 2016). The analysis here is under-
pinned by the institutional theory (DiMaggio and Powell
1983; Perezts and; Picard 2015; Fashola 2014) and varying
notions of legitimacy (Suddaby et al. 2017). We pay atten-
tion to the isomorphic processes of coercion, mimetic and

Fig.2 Linking isomorphic
processes to research questions
and analysis of data

Coercion - FCA issue
sanctions.
What is the response of

violators to publically issued
fines?

Table 1 Sample coverage of sanctions

normative actions (DiMaggio and Powell 1983) and their
legitimating effect. More specifically, this paper investigates,
first, the role of coercion by the regulators (in the UK, the
FCA) through issue of fines, and the resulting impact on the
violators. Second, it investigates the resulting response from
the violators and the impact on role of other financial institu-
tions (mimetic processes). Finally, the impact of normative
responses are considered, by analysing the communication
to stakeholders using messages about compliance culture.
Inevitably, the paper demonstrates how this dynamic envi-
ronment impacts the very notion of what legitimacy is. This
development and alignment to isomorphic processes have
been summarised in Fig. 2.

Methodology

This paper undertakes a two-stage longitudinal in-depth
website analysis of press releases of 23 non-compliant firms
as well as the regulators’ in the period between 2013 and
2016. Our data collection and analysis are consistent with

How is the UK financial institutions’ compliance culture shaped?

Normative - Firms
implementation of
‘compliance culture’ following
sanction. Is it possible to link
actions of regulatorsto
improvements in compliance
culture within violating firms-

Mimetic — Firms response
to fines following
sanctions in a period of
regulatory uncertainty. -

Year and total fines (all offences) Sample size, justification of coverage

Further reading relating to fines

2013/2014
£587.6 M within our sample

2013 £474,263,738
2014 £1,471,431,800

Total fines for all offences 2013/14 is £1,976 M.
Of this total £1,114 represents a combined fined
across several banks relating to G10 spot foreign

https://www.fca.org.uk/news/news-stories/2013-fines

https://www.fca.org.uk/news/news-stories/2014-fines

https://www.fca.org.uk/news/press-releases/fca-fines
-five-banks-%C2%A311-billion-fx-failings-and-
announces-industry-wide

exchange. This has not been included in total analy-
sis, as related to systematic control issues across
the sector (and further investigation of Barclays
‘culture’ is covered in 2015/2016 review)

Fines excluding the combined fine total £862 M, so

our sample represents 68% coverage

2015 £905,219,078
2016 £22,216,446

2015/2016
£823.0 M within our sample

https://www.fca.org.uk/news/news-stories/2015-fines
https://www.fca.org.uk/news/news-stories/2016-fines

Total fines for all offences 2015/2016 £927 M, so our

sample represents 88.7%

@ Springer
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Snider et al. (2003) and Schreier (2012), whereby websites
were selected based on the publicly available responses by
firms fined (more than £0.5 million) by the FCA for compli-
ance culture failing, and also in contrast firms which have
been praised by the regulator for their approach. Appendi-
ces 1 and 2 list the extracts from FCA press releases and
extracts from the respective company websites. The sample
was selected from sanctioned firms in 2013/2014 (Appen-
dix 1) and sanctioned firms in 2014 to 2016 (Appendix 2)
relating to sanctions greater than £0.5 million and identify-
ing issues with compliance and culture. Table 1 summarises
and justifies the sample coverage of sanctioned firms within
our analysis. Appendices 3—5 have been included to identify
a contrasting analysis of positive compliance culture high-
lighted by the FCA during the period within the ‘Best of
British’ Speech (FCA 2014d). The sample here is a smaller
number of firms as identified specifically by the FCA.'°

As suggested by Snider et al. (2003) and Schreier (2012),
analysis included the following steps: first, the contents of
the press release headlines were reviewed and all cases with
sanctions against firms or individuals were identified. Sec-
ond, the information was sorted and categorised resulting
in the emergence of the following themes Coercive isomor-
phism—actions of the regulator pressuring violating banks;
Mimetic isomorphism: violators’ regret statements; Norma-
tive isomorphism—Ilearning, adapting, and collaborating in
response to sanction;, Normative isomorphism in endorsed
firms. Our themes are indeed, driven from data analysis,
based on constant comparison of one case to another (Snider
et al. 2003; Strauss and Corbin 1990), but also guided by an
existing theory i.e. institutional theory (Scott 2014). Stemler
(2001) call these priori coding method, where categories/
themes are established based on some theory. This serves
here as an additional measure of rigorousness as indicated

10 As highlighted with Appendix 5 during our analysis, we found
difficulty in identifying praise of specific firm’s culture/compliance
by FCA. Usually we would expect to see highlights of ‘good prac-
tice’ in thematic reviews. However, within the 2015/16 annual report
it was announced that “we considered that a thematic review would
not be the most effective and efficient way to continue to support and
drive continued culture change across the sector. Instead, we decided
that the most effective way to achieve this was to continue to engage
individually with firms, as well as supporting other initiatives out-
side the FCA. We have not changed our views about the importance
of firm culture and we will continue our work with individual firms”
(2015/2016 Annual Report). As an alternative method of analysis the
annual reports were searched to review the emphasis on culture by
the FCA year on year in Appendix 5. In order to identify examples of
good practice (highlighted in Appendix 4) we have used firms identi-
fied within the ‘Best of British’ speech by Tracey McDermott (FCA
2014d), these organisations were included as exemplars of good
‘culture’ and ‘trust’ messages within the sector. Therefore, the press
releases of Cooperative Bank, Nationwide, RBS and Virgin Money
were selected as a sample. However, also to note that RBS was fined
during 2014 as part of the wider, systemic LIBOR issues in 2014.

@ Springer

by Harris (2001). It must be mentioned here that it was not
the discovery of new theory but to explore the response of
violators and investigate whether the institutional pressures,
namely, coercive, normative and mimetic isomorphism
notion, could explain these responses. Thus, answering the
research question: How is the UK financial institutions’ com-
pliance culture shaped by the institutional environment and
changing legitimacy claims?

This is consistent with the objective of QCA as a widely
used approached in analysing discursive data such webpages
and press releases with the aim of “interpret meaning from
the content of text data” (Hsieh and Shannon 2005, p. 1277).
QCA is also widely used in mainstream management jour-
nals (for examples please see Hite et al. (1988); Harris
(2001); Jose et al. (2007); Bodolica and Spraggon (2015)).
Within QCA, the quality aspects of reliability and validity
are carefully observed, which are qualities borrowed from
quantitative research (Schreier 2012). To account for inter-
coder reliability, the researchers have followed Schreier’s
(2012) advice regarding achieving consistency and reliabil-
ity by verifying the coding scheme by the first author revis-
iting the data and coding at three points of time as well as
discussions between the two authors to see if there is differ-
ence in understanding that would affect the coding scheme.
In addition, the authors have worked closely on the project
as such have established shared meaning of the coding. In
the case of any differences, each coder was asked to revisit
the coding, then a discussion took place to reach final agree-
ment, as such, the categories included are those agreed by
the two coders. According to Stemler (2001), there can be
an element of agreement by a chance between the two cod-
ers; however, this risk was mitigated by (1) revisiting the
themes by the coders at different points of time, (2) using
theory aligned themes i.e. institutional theory driven, and
(3) discussing any differences between the two coders, with
the reported themes fully based on the shared understanding
of the two coders.

Moreover, Schreier (2012) indicates that the coding
scheme would be valid “to the extent that your categories
adequately represent the concepts in your research ques-
tion” (p. 7). Here, the main themes of Coercive isomor-
phism—actions of the regulator pressuring violating banks;
Mimetic isomorphism: violators’ regret statements; Norma-
tive isomorphism—Ilearning, adapting, and collaborating in
response to sanction;, Normative isomorphism in endorsed
firms are all valid in addressing the papers’ main question
above. This paper expands and extends on Ring et al. (2016)
qualitative study, which focussed on 1 year of regulatory
sanction notices during 2012 (from a regulatory perspec-
tive), to an extended longitudinal review of institutional
responses, incorporating institutional theory. This compares
the public message of firms relating to compliance culture,
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compared to violations (and resulting fines) that have been
reported recently by the FCA.

This is an alternate qualitative methodology to an earlier
study by Carretta et al. (2005). Of note, this earlier study
adopted a quantitative textual analysis on a sample of Ital-
ian banking groups to explore culture. However, the focus
on language is in line with prior studies. Here, we follow
Schein (1985) and DiMaggio (1997) whose work support
the analysis of culture through expressed vocabulary and
analysis of written text (Carretta et al. 2005, p. 19). Analysis
has been focused on extracts from each of the company’s
website, which were found using keywords such as ‘compli-
ance culture’, ‘culture’ and ‘risk management culture’.'! To
contrast this review of sanctioned firms’ responses to the
regulator, a small sample of ‘non-sanctioned’ firms was also
performed, alongside an analysis of the regulator’s message
of good ‘culture’ within their annual report (see appendix
5) and publications.

Findings and Discussion

This section presents the findings, which are discussed in
light of the institutional theory. The emphasis here is on
exploring how the UK financial institutions’ compliance
culture could be influenced by their interaction with the
external institutional environment and in particular, the
coercive, normative and mimetic isomorphism processes,
and how the legitimation process accompanying the shift in
the institutional landscape has been impacted, as discussed
in the following sections. Table 2 summarises key quotes
which have been aligned to institutional forces. The table
presents sub-themes which are discussed in the following
sections in turn.

Coercive Isomorphism—Actions of the Regulator
Pressuring Violating Banks

Analyses show that the FCA has issued significant amount of
fines against non-complying firms in the period from 2013
to 2016, in an attempt to coerce compliance and eventually
create the so-called ‘compliance culture’. In fact, the FCA
was highly critical of the compliance culture of the violating
firms. Coding shows that there were four themes of com-
mentary from the FCA within the press releases. In the first

' Risk management and compliance are often seen as inextricably
interlinked within the professional landscape in the UK, whereby
compliance officer and risk manager are used for the role. However
within the literature Haynes (2005) is critical of the overlaps of roles
in some organisations, whereby roles of “risk management” and
“risk based compliance” (and other control functions) should not be
blurred.

theme, the FCA commented specifically on the deficiencies
in the culture of the violating firms, while, in the second
theme, the FCA commented on shortfalls in firms’ behaviour
against their expectations. In addition, it was observed that
the tone of FCA’s message changed to messages of coop-
eration in more recent releases (theme three). A final wor-
rying trend was noticed in a minority of cases reviewed,
whereby the violating firms appeared to have disregarded
the regulator’s pressures or attempted to blame others (theme
four). The four themes are further discussed in the following
subsections.

Table 3 summarises the data collected in this research,
listing institutions highlighted in FCA press releases, and
sanctioned in excess of £0.5 million, which demonstrates
coercion by the regulator in the forms of fines/sanctions
issued.

Theme 1: Culture Deficiencies

Whilst discussing culture issues, the FCA commented on the
misdirection of firms focus on profits, revenues, transaction
quantity, and remuneration rather than measures relating to
customer protection. Table 2 provides examples of quotes
1-4 as evidence of this theme in the press releases.

The regulator’s criticisms of culture align also to Malloy’s
(2003) vision of the firm whereby firms act as rational profit
maximisers, obeying laws and regulations, only when it is
in the firm’s best economic interest (or in these cases, do
not comply). It should also be acknowledged that in these
instances, the coercive force of fines issued by the regulator
is limited due to the ‘dysfunctional’ culture motivated by
economic interests of revenue and profit generation.

Theme 2: Shortfall in Behaviours

The FCA also expressed ‘disappointment’ in their observa-
tions of these firms, and signal that the fines are as a result,
and firms will “be held to account” if the FCA’s expecta-
tions are not met. Table 2 summarises quotes 5—10, which
capture the regulator’s comments on behaviours and their
disappointment thereon.

These quotes evidence the regulator’s coercive force, by
communicating a regulatory stance which does not allow
for shortcomings in firms’ performance against regulators
expectations. There is an implicit tone that these behaviours
are not tolerated, and action (sanction) and accountability
must be taken within the violating firms.

Theme 3: Cooperative ‘Working Together’
In 2015, Martin Wheatley stepped down as CEO of the

FCA and was replaced by Andrew Bailey early in 2016,
indicative of a change in approach by the FCA. Therefore,

@ Springer
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Table 3 List of significant fines
during period of analysis

Firm/violation (sourced via FCA press releases > 500K fine)

Significance of fine £’ million

2013/2014 review

Wonga (FCA 2014) £2.8
Martin Brokers (FCA 2014a) £0.6
ICAP (FCA 2013) £14.0
State Street Bank (FCA 2014b) £22.9
Lloyds (FCA 2013) £28.0
Homeserve (FCA 2014c) £30.6
JP Morgan (FCA 2013d) £137.6
JLT Speciality (FCA 2013c) £1.8
Rabobank (FCA 2013f) £105.0
Sesame (FCA 2013f) £6.0
2015/2016 review

Threadneedle Asset Management Limited (FCA 2015) £6.0
Barclays (relating to transaction in 2011/2012) (FCA 2015b) £72.0
Barclays (forex failings 2008-2013) (FCA 2015d) £284.4

CashEuroNet (FCA 2015k)

Dollar financial UK (FCA 20151)

Cash genie (FCA 2015m)

Lloyds banking group (PPI handling) (FCA 2015c¢)
Deutsche bank (Libor and Euribor) (FCA 2015¢)
Merrill Lynch International (MLI) (FCA 2015f)

Clydesdale bank (FCA 2015h)

The Bank of New York Mellon London branch and The Bank of New

£1.7 (note redress)
£15.4 (note redress)
£20.0

£117.0

£227.0

£13.2

£20.6

£126.0

York Mellon International Limited (FCA 2015h)

Bank of Beirut (FCA 20151)
Aviva investors (FCA 2015j)

£2.1
£17.6

the second round of analysis during the 2015/16 coincided
with a change in attitude and leadership within the FCA.
This was evident in the tone of some of the press releases
reviewed for this period (as discussed within the literature
review). Whilst criticism was still apparent in certain cases,
the FCA highlighted the positive relationships fostered
with the firms to move past the issues. Table 2 summarises
quotes 11-14 which evidence this change in tone to more
‘proactive’ relationships and recognises the progress and
action by firms.

The analysis of quotes 11-14 indicates that the FCA
coercive stance has moved from a highly critical rhetoric,
towards a movement of relationship building and collabo-
ration to encourage firms to modify their regulatory com-
pliance behaviours. This stance aligns also to the concept
of legitimacy moving from an emphasis on legitimacy as
property to a process through complementary involvement
of all actors (Suddaby et al. 2017). Of note, legitimacy as
a property or outcome will always remain core to policy
objectives; however, the shift in emphasis on the process
demonstrates a more and pragmatic approach that the regula-
tor has adopted as a means to an end i.e. state of legitimacy.

During our analysis, we found difficulty in identifying
praise of specific firm’s good culture/compliance by the
FCA 1i.e. non-sanctioned firms used as exemplars. Usually
we would expect to sees highlights of ‘good practice’ in the-
matic reviews. However, within the 2015/16 annual report it
was announced that:

we considered that a thematic review would not be the
most effective and efficient way to continue to support
and drive continued culture change across the sector
[...] we will continue our work with individual firms
(FCA 2015/16 Annual Report).

This extract does not detract from the ‘working together’
element. However, the lack of exemplars inhibits the impact
of the regulators to coerce firms into adopting ‘good prac-
tice’ other than by use of sanction. More recently, FCA
(2017) specifically calls for changes in culture and compli-
ance by ‘publicising good behaviours’. However, this does
not seem observable in practice during this review, which
also will inhibit the impact of mimetic and normative iso-
morphism within the sector (which we will discuss in fol-
lowing sections).
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Theme 4: Disregard for the Regulatory Response

Interestingly, the issue of fines by the regulator, and resulting
communication seems does not seem to be completely effec-
tive, as still some individual firms have not responded to
coercion by the regulator. Worryingly, in three instances (out
of selection of ten for 2013/14 review), the website search
did not find a press release in response to the regulators
fine. This may be the deliberate intention of the organisa-
tions not to advertise failings of the past and to focus on the
future. However, it may also indicate an ongoing disregard
of linkage of compliance culture and duty to stakeholder
communication. In addition, Quote 15 in Table 2 is noted
to be deliberately concise. In this instance, the organisation
does not follow the pattern of expressing regret (see later
discussion of mimetic responses), and states only confirma-
tion of ‘appropriate’ updates. This does not indicate a buy in
by management of change in compliance culture within the
organisation. Inherently, barriers to compliance may exist
within these types of organisation through either an unwill-
ingness to engage (Weaver 2014) or a lack of partnership
with the regulators (Jackman 2001; Carretta et al. 2010).
Notably, this is another instance where regulatory actions
(sanctions) have not resulted in adjusted public face by the
firms in respect to their dysfunctional compliance culture.
This supports Parker (2006) who suggested that there are
inherent pitfalls faced by regulators in the form of the ‘deter-
rence trap’ and the ‘compliance trap’. The deterrence trap
(where penalties are not sufficient to deter misconduct) is
considered manageable through ‘skilful’ use of responsive
regulation (Parker 2006, p. 593). The deterrence trap appears
to apply in these cases where penalties have not deterred
misconduct (or any apparent changes to behaviour). Despite
significant fines and sanction from regulators, the high prof-
itably nature of the financial service industry may result in
inappropriate behaviours for short-term gains. As exempli-
fied within Quote 16, the message within the press release
seemed to indicate an attitude that ‘it’s not our fault’.

The tone of this press release would indicate that the firm
had taken all necessary measures to avoid the issue; how-
ever, this conflicts with the imposed fine and the message
from the regulator (see quote 17).

Therefore, this is not particularly transparent from the
publics’ perspective. The size of the fine and the tone
adopted by the regulator would indicate serious issues in
this case. However, the firm portrays the message that the
issue was outside of their control, and that they did all they
could. This is confusing for the public when trying to inter-
pret this event, depending on whose viewpoint (the regulator
or the firm) that they consider. This may indicate that this
minority of firms have chosen to respond differently and
follow a denial or defiance strategies (Lamin and Zaheer
2012) that dismisses the need to follow suit by issuing regret
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statements, or to relate the incident to factors beyond the
firms’ control.

Overall, the review of the responses to regulatory action
does indicate that coercive isomorphism has impacted the
sector in the reviewed period. The press releases demon-
strate the coercive pressure applied on violators, in the form
of messages of culture deficiencies and shortfalls in expecta-
tions. There are also clear messages in the change of tone in
both the regulatory response and the violators’ responses,
in terms of cooperation. Positive movements indicating col-
laboration in working relationship become apparent in press
releases that are more recent. More worrying is the attitude
by a minority of the violators to apparently disregard the
coercive forces. Still, the analysis shows that there is an
isomorphic behaviour in response to this coercive pressure.

Mimetic Isomorphism: Violators’ Regret Statements

The idea of mimetic isomorphism was emphasised by
Aldrich (1979) who considered that the most important fac-
tor that organisations must consider is other organisations,
especially that competition between organisations is not only
limited to customers and resources but also for “political
power, institutional legitimacy... as well as economic fit-
ness” (DiMaggio and Powell 1983, p. 150). In this case, the
study findings show that offending companies follow suit
in terms of issuing statements, which would safeguard their
reputation in the market place. The violating firms are seen
to issue similar responses to the regulator’s sanction in the
form of regret statements, in order to meet the expectations
of their stakeholders, and to maintain their reputation and
legitimacy in the market.

National and multinational companies install codes of
conduct and internal policies in accordance with corporate
governance ‘best practice’ guidance, depending on juris-
diction. The expectation is that the majority of employees
and management conform to these expectations; however,
there will be a minority of offenders who seek ‘profitability
through illegal means or outright fraud which they ‘regret’
when getting caught’ (Verhezen 2010, p. 188). The fined
organisations websites were reviewed for press releases in
response to the regulators actions. It is therefore interesting
to analyse the content of press releases under this viewpoint
of regret within quotes 18-22 in Table 2.

As the level of these fines was significant in value, it
attracted media attention and impacts the public agenda
(McCarthy and Dolfsma 2014). Therefore, stakeholders will
have an expectation of an apology or regret from the violators.
Hence, the regret statements issued by violators in response to
mimetic pressures are an approach to gain legitimacy follow-
ing transgression (Kondra and Hurst 2009, p. 40). This trend
continued when further data were analysed for the period
2015/16. In the review of violators’ websites, the majority had
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released press statements in response to the regulators action.
The expressions of regret and personal apology continued in
some cases within the firm which corresponds to the earlier
data from 2013/14, as illustrated in quotes 23-26.

The review performed on the later 2015/16 fines also indi-
cated a lack of emphasis on compliance culture within the
firms outward facing publications (website and press release).
However, it must be acknowledged that firms perhaps view
this as embedded within their ‘corporate governance’ publi-
cations. Moreover, there were some exceptions (see quotes
27-29 in Table 2) which comment specifically on compliance
culture which may be viewed as a positive movement.

These messages are all positive towards culture. However,
as highlighted by the former head of FSA (Hector Sants)
it is nearly impossible for the regulator to ‘judge culture’
and indeed ‘enforce culture’ (O’Brien et al. 2014, p. 124).
Instead, the focus of the regulator should be on the behav-
iours and outcomes demonstrated by the firms, and how
culture delivers within these firms (FCA 2016b). This also
aligns to the concept of legitimacy formed in a complemen-
tary fashion (Suddaby et al. 2017), whereby both ‘product’
in the form of observable behaviours and ‘process’ in the
form of continued collaboration between the parties are
an element of moving compliance culture towards a more
legitimate form. Whilst these messages in press releases are
all position firms as fostering good culture, the evidence of
continued misdemeanour within the firms indicates worry-
ing trends for the regulator.

This review of the responses of the violators indicates
mimetic isomorphism has impacted the sector in the
reviewed period. Overall, there is a theme of ‘regret’ state-
ments being released by violating firms following sanctions,
in an attempt to regain legitimacy within the market place,
and amongst their stakeholders.

Normative Isomorphism—Learning, Adapting
and Collaborating in Response to Sanction

Normative isomorphism leads to the adoption of similar
practices amongst organisations within the same organisa-
tional field as a response to normative pressures. It highlights
the impact of normative rules (values and norms) that lead
to convergence through socialisation. Here the violators’
press releases and webpages have been interrogated for evi-
dence of responses to these pressures to conform to expec-
tations of professional norms and concepts of best practice
from the industry. In the majority of cases, there is indica-
tion of ‘learning’ and ‘process change’ within the organi-
sation which would align to the concepts of re-education
and re-professionalisation, in line with normative pressure.
An alternative approach is adopted in some press releases
whereby the organisations argue that change in organisation
supersedes these events. The statements continue to reflect

conformity with expectations and norms of stakeholders, as
exemplified within quotes 30-33 in Table 2.

Although not evidenced specifically, there would be an
expectation of improved controls/processes/codes of con-
duct in line with industry expectations (set out by BBA dur-
ing period of review, and more recently UK Finance 2017).
Given the statements above from the violating firms’ press
releases, we argue that the overall message of learning and
improvement, communicated in the above quotes, is indeed
reflective of changes in companies’ policies and systems and
would result in re-professionalisation through further inter-
nal training and education.

Direct actions have also been demonstrated in the res-
ignation of the Chairman as in the case of Rabobank, for
instance. Moreover, other organisations have demonstrated
change via appointment of a new Risk Officer, as in the
case of Sesame. These publicised events could be linked to
the social aspects motivating compliance to earn approval
and respect (Nielson and Parker 2012) via direct action to
enhance compliance. The publicised events are a direct
attempt by violating firms to ‘restore’ reputation and legiti-
macy in the industry. On a related note, Barclays Bank has
also recently publicised improvements to compliance train-
ing following issue of fines by both the UK and US regula-
tor. This again gives an example of direct publicised action
as an attempt to improve the bank’s track record in adhering
to professional norms (Compliance Exchange 2014).

Normative Isomorphism Evidenced in Endorsed
(Legitimate) Firms

The results of these actions have been compared to firms,
which have not been sanctioned during the period, and in
contrast have been ‘endorsed’ by the regulators. Within the
review of non-sanctioned firms, there was also evidence of
signalling by the entities to the FCA and wider stakehold-
ers, of their continued conformity with normative expecta-
tions. Several of these firms were praised by the FCA in the
‘Best of British” speech (FCA 2014d), for initiatives within
the sector promoting trust, fairness and integrity. Despite
these endorsements, it was acknowledged that several of
these institutes have come under scrutiny from the regula-
tor in the past (Cooperative Bank, 2012 Capital structure
issues'?; RBS, during the financial crisis'?; with Virgin

12 See http://www.bbc.co.uk/news/business-33859015for discussion
of the capital shortfall issues in the bank, and the regulators criticism
of the institute without official sanction.

13 There are ongoing criticism of both the role of management of
RBS and the then regulator the FSA within media coverage. http://
www.telegraph.co.uk/finance/newsbysector/banksandfinance/89501
15/RBS-report-poor-decisions-by-management-and-FSA-blamed-for-
failure.html and http://www.bbc.co.uk/news/business-41652883pro-
vide further background to this case.
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Money stepping in to take over the troubled Northern Rock
during the financial crisis).'*

In the press release, there is clear signalling of updates
to ‘normative’ levers such as announcement of codes of
conduct/ethical policy updates, and strengthening of gov-
ernance oversight. Specifically, in the case of Cooperative
Bank, there are numerous updates within press release of
strengthening of the board, with a new Chief Executive
and Deputy announced in 2013. Virgin Money also signals
the strengthening of the board as seen in Table 2, quotes
34-35.

This meets normative aspects of presenting as strong
board and governance structure; however, this differs from
the direct (and reactive) actions required by the sanctioned,
or troubled firms. The emphasis is on the word ‘continue’
whereby they signal that there is continuous improvement
within the company. This press release indicates a strength-
ening of the internal senior management, unaffected by
external forces/events to trigger change as evidenced in the
use of word ‘continue’.

Whilst reviewing the press statements of RBS, there was
acknowledgement of previous failings which evidences
mimetic ‘regret statements’, which echo the response of
sanctioned banks.

However, RBS also align to normative signalling of
‘learning’ and improvements to controls and structures,
which is comparable to the response of sanctioned banks.

Alongside these signals within the sanctioned and non-
sanctioned firms of alignment with normative expectations,
there has also been clearer expectations set out by the FCA.
During the period under review, the regulators have jointly
issued the ‘Senior Managers Regime’ (Ernst and Young
2014), which promotes accountability of senior manage-
ment (at the top of organisation) for regulatory compliance
(replacing the Approved Persons Regime). This requires
firms to have ‘Responsibility Maps’ in allocating govern-
ance and management responsibilities. In addition, any
employee within organisations with responsibilities relating
to regulated activities, must also engage in the ‘Certification
Regime’. The purpose of these requirements is to change
the norm of good practices and hence impact compliance
culture (Ernst and Young 2014). Despite the changes to the
regulator and the ‘changing set of rule books’, the desired
changes for accountability may not be realised if the regula-
tor continue to have ‘little appetite’ to ensure responsibility
within the banks (Haynes 2014). There were also positive
messages of collaborative working relationships with the
regulator to adopt the normative best practices as set by the

14 See http://www.bbc.co.uk/news/business-15769886.
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regulator to underpin regulatory reforms. As Scott (2014)
suggests, establishing these norms is effective in enhanc-
ing compliance, as it creates a logic of ‘appropriateness’
which complements the logic of ‘instrumentality’ of regu-
lations. This can be demonstrated within quotes 38—40 by
financial institutions in response to the normative regulator’s
perspective.

Moreover, these quotes indicate a healthy movement of
collaboration within the working relationship between the
regulators and the banks supporting Edward and Wolfe’s
(2004) partnership model. Indeed, this is also an example
of complying with the pressure of adopting ‘best prac-
tice’ approach to regulatory relationship, as endorsed by
the regulator and industry working groups (UK Finance
2017). Normative pressures would also include adoption
of best practice codes of conduct endorsing culture across
the firm (FRC 2016). Here, analysis has shown that sev-
eral organisations did allow open access to the code of
conduct.

To summarise, normative pressures facing violators
do appear to result in isomorphism, as evidenced through
acknowledgement of learning and change required within
the violating firms. However, these actions will result in
long-term strategic initiatives (such as new training pro-
gram adopted by Barclays) rather than purely short-term
responses. Therefore, whilst there are some instances of
direct action to evidence re-professionalisation through new
leadership, or new processes, these will result in longer-term
impact within the organisations (in comparison to the ear-
lier discussed pressures and responses from a coercive and
mimetic perspective). There are similarities evident in both
sanctioned and non-sanctioned firms in how they signal their
alignment to normative expectations of the regulator and
wider sector. All actors may attribute this signalling to the
pursuit of legitimacy.

Table 4 summarises the coercive, mimetic and normative
pressures and associated organisational responses discussed
in this section and earlier within the literature review.

A State of ‘Evolutionary Compliance’?

Underpinned by institutional theory (Scott 2014), the
overall finding of this study can be summarised in Fig. 3
as a state of evolutionary compliance. Here, the public
face of the majority of violators’ websites did not recon-
cile fully with the concept of compliance culture indicated
in Fig. 1, issued by the FSA/FCA as an earlier attempt
to promote clearer vision, transparency, and communi-
cation as essential attributes driving compliance culture
within the firm. The compliance culture messages of the
organisations selected within this review did not appear
to be transparent or easily searchable within the compa-
nies’ public face—the companies’ webpages. As presented
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Table 4 Mechanisms of change within compliance culture and pursuit of legitimacy—expectations and findings aligned to Institutional Theory. Source Authors (2018) based on DiMaggio and

Powell (1983) and Suddaby et al. (2017)

Normative Isomorphism

Mimetic Isomorphism

Different Isomorphism logics Coercive Isomorphism

Companies responding to pressures of being similar Companies respond to norms and values being

to other organisations within the field and ‘copying’

one another

Formal and informal pressures exerted causing

companies to comply

promoted by Educational institutions and /or /profes-

sionalization

Mechanisms of change within compliance culture

Cycles of continuous improvement in regulatory Adoption of best practice guidelines issued by groups

Credible deterrence adopted by the FCA

Forces included in Practice

such as BBA/UK Finance Group; membership and

compliance which is similarly communicated by
banks leading to one communicated ‘public’ face

through websites/Public relations
Compliance aligned to FCA/BASEL frameworks

Companies follow rules and regulations or face

conformity with professional bodies requirements

sanctions

i.e. accounting and legal professional bodies /train-

ing providers for CPD

Firms’ response appear similar to sanctions - Regret Firms respond with messages of culture improve-

FCA response through public criticism and signifi-

Findings from this study

ments, and control/procedural improvements such

statements
(Legitimacy as both a Product and Process)

cant fines. (Legitimacy as a Product)
Response to sanctions by firms is mixed—few

as re training of staff and new leadership in accord-
ance of new professional norms that reflect best

practices (Legitimacy as a Process)

ignore coercive impact of regulator
Adjusted regulatory stance of collaboration

(coercion through communicated expectations)

(Legitimacy as a process)

in the findings, the majority of the firms have expressed
regret statements, following regulatory sanctions, which
is in line with stakeholder expectations. However, it may
be arguable what they do regret—the original misdemean-
ours, or getting caught?

It is difficult to gauge the compliance models adopted
within the violating firms as the transparency of the compli-
ance culture message is weak in all cases, as evident from
the extensive website review and analysis. However, given
the regulators stance and fines imposed it may be assumed
that the firms are all demonstrating negative attributes of
compliance culture within their selected compliance func-
tion models. The actions of the selected violators are also
argued to align more towards the coercive aspect of insti-
tutional theory, under the formal pressures exerted by the
regulators. Thus, they have acted reactively, issuing regret
statements in response to the fine, rather than proactively as
a measure of self-regulatory controls.

As shown in Fig. 3, the violating firms in the sector are
in a state of cyclical ‘evolutionary compliance’ rather than
the more widely recognised state of ‘compliance culture’.
All firms within the sector are subject to institutional pres-
sures, with coercive forces set by the tone of the regulator,
and the wider media which represents public voice. Indeed,
there are similarities noted in the press releases of non-sanc-
tioned firms to the sanctioned firms to align to normative
pressure. Evolutionary compliance is heavily influenced
by normative forces and the underlying theoretical litera-
ture base on compliance approach, which drives education
and CPD within the profession. Finally, and most specifi-
cally identified in cases of non-compliance, mimetic forces
are evident in the form of regret statements and structural
reform, to restore legitimacy in the sector. Underpinning the
model is an assumption that there is a dysfunctional culture
within the industry due to competing economic motivations,
which weakens evolutionary compliance through isomorphic
change.

In addition, the perceived actions of violators cannot be
linked to any one model of compliance behaviour which
indicates a divide between the academic literature and
the world of practice. Discrete and polar actions are often
described in academic models which were discussed in the
earlier literature review on anti and pro compliance (Jenkin-
son 1996); partnership with the regulator (or lack of partner-
ship?) (Edwards and Wolfe 2004); two visions of ‘rational
profit maximisers’ and ‘law abiding actors (Malloy 2003);
and economic, social and normative’ models (Nielson and
Parker, 2012). This leads to a complexity in normative forces
and consequent firm responses, due to regulatory uncertainty
and thus definition of what is the compliance ‘best practice’
and education. Moreover, there is a complexity created by
regulatory flux, whereby the regulatory landscape is con-
stantly evolving and as such this can lead to weakness of
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Fig.3 The interplay of coer-
cive, mimetic and normative
forces impacting evolutionary
compliance, offset by dysfunc-
tional culture in offending firms

Scandal,
violating
firm

Dysfunctional cultl

mimetic forces, as firms are uncertain who and what to fol-
low in terms of ‘compliance culture’.

The significant theoretical contribution of this paper
is to present the model for evolutionary compliance. This
interlinks to underpinnings of institutional theory by high-
lighting the alignment of the regulatory pendulum, and thus
the cyclical emphasis of isomorphic forces. Thus, it can be
observed in the case of the regulator, even in the period
under review there has been a changeover from emphasis
on coercive style of regulator (with significant fines issued
following the financial crisis), to an emphasis on normative
pressures on firms in recent years. The regulator themselves
highlight the point in their annual report 2015/16 whereby:

Regulatory arbitrage, at least in the conduct arena, is a
game no longer worth playing [...] to give credit where
it is due, much of this is the result of firms’ efforts to
improve their business models and culture to meet our
expectations FCA Annual Report, 2015/16, p. 6.

We must mention here that the change in the regulatory
approach has marked a change in the legitimation process
from mainly being driven by legitimacy achieved through
the coercive pressures of legally sanctioned rules to a more
collaborative dynamic legitimation process (Suddaby et al.
2017). Here, legitimacy is more process oriented and out-
come focused, in comparison to being outcome focused only
under the older regulatory approach. This means that the
definition of legitimacy and the process to achieve is now
more dynamic and interactive. This interactive process of
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— mimicking in periods of
regulatory uncertainty to
maintain legitimacy

golutionary culture

collaboration between the regulator and both non-comply-
ing and complying firms is evident in the data analysed in
this paper (and directly in the quote above from the FCA’s
annual report). The current regulatory and firm approach
to compliance culture is reliant on an agenda of transpar-
ent communication between the multiple actors within the
sector. As evidenced in the evolutionary compliance model,
the balance of the isomorphic forces has changed over time,
and this interlinks directly with the resulting flux in the con-
cept of legitimacy within the sector. Thus, out of the three
institutional pressures discussed, normative and mimetic
pressures are gaining higher prominence in the evolutionary
compliance culture, while the coercion is relegated. Of note,
here the change in the legitimation process has an impor-
tant implication on enhancing a substantive change in the
policies and practices of financial institutions. As Zajac and
Westphal (1995) indicated that firms can take “an action that
is partly or even largely symbolic, representing a possible
decoupling of actual... practices from formal arrangements”
(P. 367). In the context of this paper, this would simply mean
that regret statements do not constitute any real changes
in practices, but only represent a symbolic statement that
attempts to manipulate the reader. This could be possible
if legitimacy is regulatory driven and firms can issue state-
ments with the aim to ‘tick-the-box’, however, with a more
process orientated, dynamic, and outcome orientated legiti-
mation, decoupling becomes tougher than ever.
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Next Steps—Embracing a‘Holistic’ Approach
to Compliance

The paper argues for a holistic approach for compliance,
defining holistic whereby key actors have to work together
cooperatively to achieve progress regarding compliance.
More specifically, compliance officers have to work closely
with regulators, internally within the firm and also externally
with other firms within the sectors to make this happen. The
need for this holistic approach links to the change in the
legitimation process, which is now outcome focussed and
requires collaboration between firms and the regulator. It is
also holistic, as the identification of the objectives of com-
pliance is related to a wide range of stakeholders’ interests,
which should be considered and embedded. As such, the
model of evolutionary compliance implicitly implies that
within the real-world financial services the concept of a
holistic approach towards regulatory compliance is adopted
by all relevant actors in order to move towards compliance
culture. Those that fail to adopt the spirit of regulation, and
fail to understand the wider implication of their compliance
approach on the wider sector will inevitably fail within the
evolutionary cycle.

Conclusion, Limitations and Future Research

This study shows that there is a state of evolutionary compli-
ance culture fuelled by three institutional pressures. Firstly,
the study shows that coercive isomorphism has impacted
the sector in the reviewed period. Whereby the regulator
has issued fines as well as messages of culture deficiencies
and shortfalls in expectations. This has coerced the violating
companies to respond by issuing similar messages of regret
and structural changes regarding moving towards a com-
plain culture promoted by the regulator. On a related note,
in some cases, we have observed that the issue of fines by
the regulator, and resulting communication seems to be not
completely effective, as still some individual firms have not
responded to coercion by the regulator. This could be attrib-
uted to firms acting in a profit maximising capacity, with
economic motivations outperforming the coercive, mimetic
and normative pressures. This could be linked in this study,
to the concept of the deterrence trap introduced by Parker
(2006), or simply that this minority of firms have chosen to
respond differently and follow a defiance or denial strategy
(Lamin and Zaheer 2012), that dismisses the need to follow
suit by issuing regret statements or relate transgression to
factors beyond the firm’s control, respectively.

The study shows that the regulator and financial institu-
tions interact in what can best be described as an ongoing
evolution of a compliance culture. Here, there is a change
of tone in both the regulatory and the violators’ responses,

in terms of cooperation. Positive movements indicating
collaboration in working relationship become apparent in
more recent press releases. Secondly, the study shows that
the regulatory pressures are underpinned by a concurrent
normative pressure leading to violators’ acknowledgement
of learning and change required. In effect, these actions will
result in long-term strategic initiatives (such as new train-
ing program adopted by Barclays) rather than purely short-
term responses. Therefore, whilst there are some instances
of direct action to evidence re-professionalisation through
new leadership, or new processes, these will result in longer-
term impact within the organisations (in comparison to the
earlier discussed pressures and responses from a coercive
and mimetic perspective). Thirdly, the study shows that there
is a mimetic isomorphic pressure, which entice violators to
follow suit in terms of issuing statements that would safe-
guard their reputation in the market place. The violating
firms are seen to issue similar responses to the regulators
sanction in the form of regret statements, to meet the expec-
tations of their stakeholders, and to maintain their reputation
and legitimacy in the market. However, legitimacy is now
defined within an interactive process mainly between the
regulator and firms. This could be useful in avoiding ticking
the box compliance culture and could mean that the regula-
tory approach is more pragmatic, and hence, could be more
responsive to the dynamic business environment, where the
compliance culture continues to evolve.

This study has shown the interplay between the regulators
and violating firms to address the overall research question;
How is the UK financial institutions’ compliance culture
shaped by the institutional environment and changing legiti-
macy claims? Compliance culture remains an area of con-
cern for the regulator, on which they have clearly reacted in
the form of sanctions, and issue of policy guidelines, practi-
tioners continue to flaunt the rules despite continued public
and media attention (Yeung 2002; Zubic and; Sims 2011).
It has been observed that public awareness of these fines is
largely controlled by media interest, which is then seen to
impact public agenda and risk perceptions (McCarthy and
Dolfsma 2014). Based on above discussion, the main conclu-
sion here is that the violating firms in the sector are in a state
of cyclical ‘evolutionary compliance’ rather than the more
widely recognised state of ‘compliance culture’.

This paper is not without limitations. As acknowledged
within the introduction a pragmatic approach was adopted,
with an exploratory in-depth review of both the regulator
and a longitudinal sample of violating firms’ websites to
carry out an initial study around the issue of compliance
culture. The longitudinal nature of this review has spanned
a change in the approach by the regulator from the ‘shoot
first, ask questions later approach’. Further empirical evi-
dence will need to be gathered in order to present con-
ceptual models to the academic community. Some of the
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themes identified within our qualitative review may be com-
plimented by future quantitative analysis. One such area,
would be to explore the FCA’s criticism of the focus on
profits and revenues within violating firms, and whether such
measures are indeed an indicator of compliance breakdown.
Another potential area to complement this paper would be
to review data on other specific governance indicators (such
as ownership structures, appointment of independent direc-
tors) in order to measure the changes that influence compli-
ance culture. Therefore, this paper calls for future research
into this area, including contribution from practitioners, in
order to address the gap between academic literature and
practice. As this is a particularly sensitive area, alongside
the quantitative data collection suggested above, this area
would also benefit from data collected within a qualitative
interview setting with practitioners. In addition, the focus of
this paper has been on the UK regulator/banking sector rela-
tionship. Although many of the institutions are multinational
in nature, their ‘public face’ may vary between jurisdictions.
There are also ongoing scandals across different regulatory
regimes indicating that the compliance culture problem is an
ongoing issue. For example, the breadth of non-compliance

http://www.martin-brokers.com/corporate
compliance_menu.html

https://www.wonga.com/

Website Source

This

practice was unacceptable and should never
have happened. It ran contrary to the prin-
responsible for enforcing group policy and
satisfying local regulatory requirements.”

group policy and regulatory requirements.
No press release found relating to fine.

ciple of transparency on which our business
establishing, monitoring and enforcing
For each RP Martin subsidiary, there is an

No information on compliance/compliance
established compliance function that is

Firms compliance/culture message
“We are issuing a public apology....
“The compliance function is responsible for

evidenced in the recent case in Wells Fargo (which resulted 2, §
in $185 million fine, and termination of employment of S 2 g =
. . . . < — b5}
5,300 employees) would indicate an interesting avenue for 2 = 2
. . . © L=l y
case study research in this area of compliance culture.'” In 5 5 Z E
= =
addition, given recent calls for the audit of culture in the 2 A
. . . . . Q ' .
sector (UK Finance 2017), this is an interesting avenue for § S » 22 g 2 =g
. . . < > O = =, [
future research, when the industry will be required to report %, k) 2558 o E% 3 2 I
. . Q - 2 - RZI I Q
directly to the regulator in future. g 23255 gE2 £33
S 2900 WETD ==
= @) 526885, &€ 8
. . . = L LCES IS 53
Compliance with Ethical Standards g SS9l w<EEE
2 BE 0582 TE 285
g Ecg S 2388 282
Conflict of interest All authors declared that they have no conflict of g g5 g g 3 2 2235
interest. S o QHE" 2ESQE €5 g,
Z = Ex 83858 E Sy
. o . . Z|'g 2805558y 22E
Ethical Approval This article does not contain any studies with human g |« & %o 8 £ § 3 g = S o &
participants or animals performed by any of the authors. %S 9 Z _g g QE, = g § 5 85) gg §
|z |EEZgE2ei 532
E : S = <E S = S 2 %) 9 é <l
Open Access This article is distributed under the terms of the Crea- S| & o ; E E S 38 é’ & = %
tive Commons Attribution 4.0 International License (http://creativeco o z & 3
mmons.org/licenses/by/4.0/), which permits unrestricted use, distribu- ‘@ .
tion, and reproduction in any medium, provided you give appropriate E é’ g
credit to the original author(s) and the source, provide a link to the 5 v §
Creative Commons license, and indicate if changes were made. = = = <
5 A IR )
2| 21 &
2| 2|3 g
= 2
. . ol S
Appendix 1 Review Between 2013 and 2014 21 3|3 =
z
= 2| & b
) 2| = =
See Table 5. £ al| & g
i) < ® =
Sl | S £
s8] <
SlE5| 28 g
o = m
T ~ 123 | g £
15 See http://www.nytimes.com/2016/09/09/business/dealbook/wells % E § 5 5
-fargo-fined-for-years-of-harm-to-customers.html?_r=1. cflES|E =

@ Springer


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.wonga.com/
http://www.martin-brokers.com/corporate_compliance_menu.html
http://www.martin-brokers.com/corporate_compliance_menu.html
http://www.nytimes.com/2016/09/09/business/dealbook/wells-fargo-fined-for-years-of-harm-to-customers.html?_r=1
http://www.nytimes.com/2016/09/09/business/dealbook/wells-fargo-fined-for-years-of-harm-to-customers.html?_r=1

67

Institutional Theory and Evolution of ‘A Legitimate’ Compliance Culture: The Case of the UK...

pringer

a's

/S9poo-pue-sarorjod/ssoursng-o[qrsuodsor
/dnoi3-moswoo dnoi33unyueqspAommm//:dny

/soseafarssaid
/RIPAWISMAU/}921)S)]SIN0qE/WOoY/)e10d 100
eurduy/elrod/sdm/woo jeansare)s-mmm//:dny

xdse son[eA-pue-a1nino
/IURISYJIP-SN-sayew-jeym/wod dedrmmm//:dny

y1/€10¢
u1 yueq spAoT Jo dnoin Surjueq spAo[

Iopun punoj duy o} Suneyal asesar ssaxd oN

. Buryy Jy3u1 ay) op skempe 03

QALLS 0] Judu IO Ino ooﬁoa.ﬁ- ojutr nd sn

djoy pue Suryew-UOISIOAP INO 9pINg SOPOD)
AL, *Sopod asay) 03 dn 94 0) sanSes[[0o [[e
109dx2 oA\ “Inotaeyeq 9[qIsuodsar Jo spIe
-puels 1sey31y oY) SurAry YSnoIy) SIaWo)snd
J0J Yueq 1s9q 9} 9q A[UO UBD IM MOUY IM,,
Juonemis
91qededorun SIY) SSQIPPE 0) SONUOD INO
90UBYUS 0] PIEY PIYIOM JARY M ‘SIRAA [eI0
-A9s Jsed o) JoAQ “TonRW STY) 321321 A[doap
oM “TT0T Ut parrodor-J[os am je) [1(T pue
0T0Z Ul SIUSI[O JUSWASeuLWw UONISULI) PIseq
-VHINH XIS Jo ursreyo1ano ayj ojur Axmnbur
S. VD 2y} uorsnjouod e 0y sSuriq Aepoy,,
:0SBI[Y SSAId
a1 souerdwos
/oouerduod uo punoy UoTeWIOJuT 0yroads oN

. SwdsAs oouerdwod
PUE YSLI INO 9A0IdWI JOYIINY [[IM 9M ‘ST
WOIJ POUIBI] JABY AN 'SIOP[OYIYRIS 1oYI0
pUE SIOWIOISNO JNO JO 9OUSPLYUOD PUE ISNI)
dU) UIed 0) pIey JIom oym ‘PlIOM U} punore
saakordura (‘S IO JO SO Y} PISTW
-01dwoo oALY S[ENPIAIPUL 9SOY) JO SUOTIOR
) 1oy 9[qen13ar Ajdaop st I “s1oxTRW
1eqors ur 9oz 1eya e Aerd seruedwos gy I,
:0SBI[Y SSAId
opimppIom sajerado dnoin oy yorym
UMM JUSWUOIIAUS 9OUBINSSE PUB 90UR
-1dwoo ‘[onuod ay} jo 19139 oY) pue juuds

ay) y1oq Junoadsar 9q 0 uas ST pue spoadsarx

dVDI ‘oImonnseIyul [eroueuy [eqo[s o)
Jo yred Ay B Sy—[0onuo0d 10§ 10adsay],,

JoIype
0] suIy [[e 309dxa om Yo1rym 0} SuIyIoWos
ST ST I8} Je9[0 AInb 1 sayjewr 1894 ISB]
paysiqnd om Jey) SOWaYds SANUIUI JO
MOTAQI 9YJ, "}1Y Y} J& ISWOISNO oY) YIIM
pau3Isap 2q jsnwt A3y} OS ‘UoTjeSIULRTIO )
JO 2IM[Nd 3y} U0 duUINYuUI A3y B puE SIN[eA
JuowaSeurW JeyM Jo JojedIpur jueltoduwr
Ue oI SOWIAYOS SATUDUI [eIoueUL] “Sul

-pear jueseayd oyew jou op sSurpuy ayJ,,

-Suone10adxa Ino Jo 110ys JeJ ud[[e)

Sey 1onpuod IS, "PId3JopuN dNUNUOD 0)
pue doe[d oye) 0} SUISIRYDISAO )BIAqI[IP
PIMO[[B S|ONUOI PuE 2UM[ND Ul sTul[rej
JUBOYTUSIS S, 3[() 1991 9Je)S "SISWOISNO
S JO SISQIQIUT Q) JOAO UONRIOUAT 9NUIAdI
pasnuond yorym ssaursng AL M) Y3 ur

dotaasp 01 a1myNo € pamoj[e 3] 19nS AeS,,

Siuowarmbar A103e[n3a1 Jo osuadxa ay)
J& ONUAJI UO SNO0J AABQY SII JO J[NSAI B SEM
yorym THT UM armno souerdwoos 1ood €
£Q Pa1eQIo0LX9 SeM JONPUOISIW SIOY0Iq YL,

(Q€10T VOI) uol([Iw ('g¢F pauy spAoT

ar1oc
VD) UOI[[IW 6°CTF PIUY yueg 10015 IS

(€10T VOA) uol[ 13 pauy v DI

90INOS IISGIM

9essouwr axmyno/ouerdwod SWrj

pIes YOI o3 1eyM

(uy J00S < soseapar ssaid YD BIA PIOINOS)
UONEJOTA/UWLIT]

(ponunuoo) g sjqey


http://www.icap.com/what-makes-us-different/culture-and-values.aspx
http://www.icap.com/what-makes-us-different/culture-and-values.aspx
http://www.statestreet.com/wps/portal/internet/corporate/home/aboutstatestreet/newsmedia/pressreleases/
http://www.statestreet.com/wps/portal/internet/corporate/home/aboutstatestreet/newsmedia/pressreleases/
http://www.statestreet.com/wps/portal/internet/corporate/home/aboutstatestreet/newsmedia/pressreleases/
http://www.lloydsbankinggroup.com/our-group/responsible-business/policies-and-codes/
http://www.lloydsbankinggroup.com/our-group/responsible-business/policies-and-codes/

W. M. Burdon, M. K. Sorour

68

/payru-Kyerdads-f
/sassaulsng-1mo/noqe/wod dnoidimmm//:dynyg

jpdonpuo)
JO9pODY10C-"TVNIAAUSWNIOP/HINI[-IN0GY
/aoresodioo/wod aseyouediowd(-mmam//:dny

yroq=
a3ueny x [=poradpouy=piom Ky smou
/s10)sAUT/W0d d[doATesowoy Mmmm//:dny

9reudoidde Sureq

se YD 2yl AQ paUWLIUOD U2q dARY JBY) SAO
-170d pajepdn ooed ur ind sours sey TSIl
:0SBI[Y SsAId

a1mno souerdwod
/ooueridwos uo punoj uoryewIoyur Oy1oads ON

., IN0a1 ) uop A9y} JULINSUD 0) PAPTWUIOD
ATIng St wed) JusweSeurw IO Jey) JUIPYUOd
SI pIeoq IO pue ‘SAYBISIW SJT WIOI] PAUIe]
sey Auedwo)) InQ "Ajown pue 1Snqol I SI10)
-e[n3ar s Auedwo) ay) pue preog ayj yim
SUOT}ORIUI S JUSWASeUBW Jey) Surnsse
UO PIsNOO0J U99q Sey pue ‘S}I0JS [RIPIWAI
9SO} UQISIDAO Sk pIeogd Y], JUSWUOIIAUD
[onuod SuoIs & 0} JUSUIIWIIOD INO JO SSOU
-SNOLIdS AY) Sk [[om se uonoadsonur Ayjfesy
pUE [erjUE)ISQNS 9)ENSUOWAP U e)IopuUn
sda)s Terpewar oy, "surpuy sI1oje[ngar oy}
Ul P2JO9[AI SAIOUOYIP ) ‘STUIY) I9YI0
Suowre ‘ssaIppe 0} uonerpaural jo werjoid
aatsuayardwos e ur page3us usoq sey Aued
-woD Y], ‘pres ‘s1030211(J Jo pieog s Aued
-wo)) Y} JO 1001 Peo ‘puowAey Y 997
958y SSaId
(¥1 "d) $10T 2unf
PaNSSI 100puod Jo 9po)) . sme] 9[qeordde
Jo yunds pue 10197 oY) YIm
SurA[dwoos 03 pap IO I8 M,
.'*" ssoursnq Ino jo 31eay
oy} Je joeq s1owoisno Ind 0) s1eak om) Ise|
AU} JOAO pIey AIOA PIYIOM JABY 9AN “S[OTIUOD
pue swo)sAs JuLmonIsar pue geis Jur
-UreIjol ‘wed) JuowoFeuew ay) urudyi3uons
pue SuIp[rngal ‘ssauIsnq Y} pourLIojsueI)
QABY] OA\ "SONSST ASAY) AQ PAJOJLL U9q IABY
SIQWOISND WOS TRy} J2IFAT A[QIOUIS M,
9sBa[Y SsaId
QIno,,
Jo eouerdwoo,, Jopun S)nsal Yoreas qam oN

AlTedyroads TSIIL 03 10
A[rersuagd Ansnpur oy} 0) UsAIS pey v oY)
s3uruIem snoIownu JY) 0) YIS Aejenbope
puodsar 0) aInyIey sJ1 JO ASNLIAQ PISEBIIOUL
sem Ayreuad s IS Ir[] “owes aroy) dn 0y
papasu Aoy 16y} YD oY) Aq paurem Juraq
1dsap ‘A[oA1O2J Wway) asn 3 upIp Ing “YSLI
93euew 03 90e[d uI SYOAYD 2y} pey A[fenoe
ISLIL uAIS oqeidesorun are s3urfrej 9say[,,

. Joje[n3al
IIoy) se sn yiim aAneIado-o0o pue uado oq
0) 3urqrey £q s1y) papunodwods A3y ‘asiom
SI ey A\ "Sw[qoid 2y) Jo 9[eIS A} pue IZIS
) 0) ySnoua Apyornb dn oxem 3 uprp wy
) ‘Suoim 03 03 ueaq sIuIY) Sy "OID Y
ur swopqoid arom 2191 Jey) S[eUSIS Fururem
0} Aprodoad puodsar 03 payrey Juswaseuew
JOTuag ‘ssaursnq ayj jo jaed Ysu1 Y31y B I0A0
s[onuod [ejuawepuny Jo uonerado ay) ur
s3uryre; oISeq 9IoM 9IY], JIewW 9y} 0)
sasod ssaursng st syst1 oy} uo dug rodoid
® 395 0} Suryrey way e jo ojdwexs Iayjoue” ",

>

Jeyy 1oy oo1xd oy pred jey) s1owosno

a1om 212y} pue Kjrenb jou Aiuenb uo

PasSNO0J 210M JJBIS 1Y) JUBSU SAINJONIS UOT)
-BIQUNWAI PUE SONIUOD “QIN[ND S, WY dY)" ",

(o¢T10T
VOd) uor[[iw g F pauy Ayperoedg 11

(PET0T YOI uol[[Iu 9L ¢ TF pouy ueSIO df

(oY 10T VOJ) Uol[IW §°0£F PaUY dAISSIWOY

90IN0S 9IISGIM

9essouwr axmyno/ouerdwod SWrj

pIes YOI o3 1eyM

(uy J00S < soseapar ssaid YD BIA PIOINOS)
UONEJOTA/UWLIT]

(ponunuoo) g sjqey

pringer

Qs


http://www.homeserveplc.com/investors/news?keyword=fine&period=1Y&range=both
http://www.homeserveplc.com/investors/news?keyword=fine&period=1Y&range=both
http://www.homeserveplc.com/investors/news?keyword=fine&period=1Y&range=both
http://www.jpmorganchase.com/corporate/About-JPMC/document/FINAL-2014CodeofConduct.pdf
http://www.jpmorganchase.com/corporate/About-JPMC/document/FINAL-2014CodeofConduct.pdf
http://www.jpmorganchase.com/corporate/About-JPMC/document/FINAL-2014CodeofConduct.pdf
http://www.jltgroup.com/about/our-businesses/jlt-specialty-limited/
http://www.jltgroup.com/about/our-businesses/jlt-specialty-limited/

69

Institutional Theory and Evolution of ‘A Legitimate’ Compliance Culture: The Case of the UK...

190410 ASKY JOrUD
mau Jo jusunurodde Jurounouue pansst sem

oseorar ssa1d € Juoweounouue v Io)je
A])I0YS 10A9MOH puUnoj asesar ssaid oN

.. nok djoy 0y puey uo a1,.0m

11U 108IU0d suoydo[e) JuruuIM-pIEME INO

0) sp1adxa 9oueIdWOod INO WOl "dUWesdS I8
s3s17e10ads Jo o5e1I0ys OU §,9197) puy [[,NOX,,

1M0[9q JUSWUWOD UBY) JOYJO PUNO]

xdse-awoH/saSed AN 00 dwesas'mmm//:dny I no douerdwod 0} 90UAIJAI dYIodds ON

IYS1510A0 20URIdWOD 2OUBYUR pue SYSLI
Qonpar ‘armynd derodiod aaneradoos pue
SONJeA 2109 INO PAQUID JOYINJ [[IM YIIYM
SOINSEOW JO SILISS B PIYOUNE[ OS[B JABY AN
...... J00JJ0 QJeIpawII
)M pIeOg SANNOAXH Y} JO UBWLITRY)) SB
ug1sar 0y aw 10§ 9errdoxdde st 1 ‘ordrourad
JO I9)jeW B SB ‘Jet]) papIoap Aepo) aAey [ Aym
SI B[], “PUIW UI SAN[BA 2109 INO Ym drerodo
soakordwrod yueqoqey 1ey) Isnj 0} 9[qe 3q 0}
sey orqnd 9y, “Jueirodwir jsow 9y} ST A1
-39u1 yoIym JO ‘san[eA 2109 INO 0} AIRNUOD
AToImua ST INOTABYQQ yong "A[peoIq oIow pue
UOIIeSIuLSIO JNO UMM JOq ASNED [[I1M STy}
Jet)) UONRUSIPUI JO ASUIS I} SPUL)SIOpUN
ATy Yueqoqey "ouw payooys Sey ‘Suoneoru
-NWWOD S[ENPIAIPUI JY) JO dWOS Jo oFen3
-UB[ 9y} PUB ‘S[ENPIAIPUL 2S3Y) JO JONPUOD
QY L, "ueqoqey] e 9oe[d uaye) 9ARY JOAQU
pinoys sty J, Jouuew 9jeridorddeur ue ur
pajoe saako[dwa yueqoqey Jo PquNu & eyl
101301 A[OI90UIS T,, ‘PoILIS ‘pIROY QATINOAXH
S ueqoqey Jo uewIrey)) ‘puefIoIA 1914
:9SBI[Y SSAId
. SonIATIOR Aep-03-Aep St 10§ Jutod Sunels
Q) SISQIIUT SISWIOISNO SAYeW A[SNOIISUOD
Yueqoqey ‘uorsstur sjr y3m Surdoay ur,,
:punojy
SeM SISWO)ISND 01 Junear ajonb Jurmorjoy
9} UOT03S 9oULUIAA0ST 9)eI10dI00 9U) I9pUN

[unyIoql/e10c/4
o1eas/ssa1d/uo/woo yueqoqermmm//:sdiny

WY Xapul/sotyis
/UBQOQeI-INOgR/U/WOd YURqOqRI MMM //:sdNy

OS[V 90O SOy, Surpnjour armno

Uo SNd0J AABIY ‘UONOIS SN JNOQE UNIM

IOAOMOY "oseo[ar ssa1d erA UeY) JOYI0 PUNOY
rmynd 9ouel[dwos 0) $A0UAIYAI oYy1oads ON

(SIOWO0ISND [1B)AI PUD ) UBY) JoyIel

(seaneyuasaidar pajutodde) sy oY) 91om SIo

-woISnd S JeY) MIIA J0a1100Ul Uk pajioddns

Wy 9y urgim A[[euraiur pasn a3en3uey oy
“2IM)[NO S,0WESAS JO SWIIA) UT “QIOWIISYIIN,]

* A[9AT)ORJJ0 pue A[qIsuodsar sirepye

SJI [01)UOJ puE JSTUBSIO O} ATLD I[qRUOSEI

AYe) 0] pafIe] QwWesas Jey) ‘7107 Ioquerdog

pue 010¢ A[n[ usamiaq ‘yIom Arosiazodns

393N} SUIMOT[OJ ‘PUNOY OS[e VO YL, (€107 VD) UOI[IIW (/9F PaUY SWIesag

Joyrew oy

Jo Aya3our oy 10§ predar ou YPIm ‘Kouowr
ayew 0} Aem [enuajod B se suorssiuqns
FMOCI1 pAea1) SINIWQNS Pue SIOPeL],
~MO9I'T U0 POYTUSPI SABY 9M SNOLIdS

1sow oy Suowe ST JoNpuUOdSIW s ueqoqey,,  (JET0T VO.I) UONIIW GOTF PAUY Yueqoqey

90INOS IISGIM

9essouwr axmyno/ouerdwod SWrj

(uy J00S < soseapar ssaid YD BIA PIOINOS)

pIes YOI o3 1eyM UONB[OIA/WL]

(ponunuoo) g sjqey

pringer

a's


https://www.rabobank.com/en/about-rabobank/ethics/index.html
https://www.rabobank.com/en/about-rabobank/ethics/index.html
https://www.rabobank.com/en/press/search/2013/libor.html
https://www.rabobank.com/en/press/search/2013/libor.html
http://www.sesame.co.uk/Pages/Home.aspx
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Appendix 2 2015/2016 Review 2015
Onwards

This review involved interrogation of all FCA press release
based on date i.e. 2014/2015/2016. The contents of press
release headlines were reviewed and in cases where sanc-
tions against firms or individual were identified, these

articles were reviewed further (when quote fines greater than
£500K). In 2015 a total of 654 press releases were reviewed.
These were further refined to review fines of over £500K
related to firms providing financial services. In addition,
items relating to redress to customers greater than £0.5m
were also noted.

Firm/violation What the FCA said
(sourced via FCA press

releases > 500K fine)

Firms compliance/culture message

Website source

Threadneedle Asset
Management Limited
(TAML) fined £6.0 m
(FCA 2015a)

“The FCA considers these failings
to be particularly serious because
the deficiencies allowed a fund
manager to initiate, execute and
book a $150 million trade which,
had it settled, could have caused a
$110 million loss to the relevant
client funds.”

Press Release: “Threadneedle Asset Management
Ltd notes today’s statement and financial penalty
issued by the Financial Conduct Authority
(FCA). In August 2011 Threadneedle was the
intended victim of an attempted fraudulent
trade involving collusion between a Threadnee-
dle employee, an external broker and an FSA
regulated entity. Threadneedle identified and

http://www.columbiathreadneedle
.com/en/media-centre/

stopped the trade and reported it to the FSA.
There was no loss to Threadneedle or any client
of Threadneedle. The employee concerned was

dismissed.”

No search functionality exists (at time of review

Feb 2016)

No particular messages on compliance culture
evident other than a general section on corporate
responsibility.

Barclays fined £72.0 m
(relating to transaction
in 2011/2012)

(FCA 2015b)

“Barclays applied a lower level of
due diligence than its policies
required for other business rela-
tionships of a lower risk profile.
Barclays did not follow its stand-
ard procedures, preferring instead
to take on the clients as quickly
as possible and thereby generated
£52.3 million in revenue.”

“Barclays ignored its own process
designed to safeguard against
the risk of financial crime and
overlooked obvious red flags to
win new business and generate
significant revenue. This is wholly
unacceptable.

Firms will be held to account if
they fail to minimise financial
crime risks appropriately and for
this reason the FCA has required
Barclays to disgorge its revenue
from the Transaction."

Press release:

“Barclays has cooperated fully with the FCA
throughout and continues to apply significant
resources and training to ensure compliance with
all legal and regulatory requirements.”

See row below.
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Firm/violation
(sourced via FCA press
releases > 500K fine)

What the FCA said

Firms compliance/culture message

Website source

FCA fines Barclays
£284.4m (forex failings
2008-2013)

FCA (2015a, d)

CashEuroNet (trading as
QuickQuids and Pounds
to Pockets) redress
£1.7m (FCA 2015k)

"This is another example of a firm
allowing unacceptable practices
to flourish on the trading floor.
Instead of addressing the obvious
risks associated with its business
Barclays allowed a culture to
develop which put the firm’s
interests ahead of those of its
clients and which undermined the
reputation and integrity of the UK
financial system. Firms should
scrutinise their own systems and
cultures to ensure that they make
good on their promises to deliver
change."

“Barclays and other firms are
already participating in an indus-
try-wide remediation programme
to ensure that they address the
root causes of the failings in
their FX businesses and that they
drive up standards. As part of the
remediation programme, senior
management at Barclays and the
other firms must take responsibil-
ity for delivering the necessary
changes.”

“The FCA has been working with
the firm since it took over regula-
tion of consumer credit on 1 April
2014. An independent Skilled
Person was appointed in Septem-
ber 2014 to review CashEuroNet’s
lending decisions which revealed
that some customers were able to
borrow amounts greater than they
could afford to repay.”

“We are pleased that CashEuroNet
is working with us to address our
concerns.

It is important that firms carry out
appropriate affordability checks
and pay particular attention to
fair treatment of those who have
trouble meeting their loan repay-
ments.”

Press release:

“The misconduct at the core of these investigations
is wholly incompatible with Barclays’ purpose
and values and we deeply regret that it occurred.
This demonstrates again the importance of our
continuing work to build a values-based culture
and strengthen our control environment. We
remain completely committed to that effort.

I share the frustration of shareholders and
colleagues that some individuals have once
more brought our company and industry into
disrepute. Dealing with these issues, including
taking the appropriate disciplinary action against
the individuals involved, is a necessary and
important part of our plan to transform Barclays

and remains a key priority.”

Search on “compliance culture” directs you to
2014 Transform site linking strategic direction of

improving conduct.

Press release

“We appreciate the opportunity to work with
the FCA and the Skilled Person to review our
processes, and we are pleased they’ve witnessed
how seriously we take our regulatory responsi-
bilities and our constant desire to achieve good
outcomes for our customers,” said Nick Drew,
UK Managing Director. “We apologise to the
4,000 affected customers, and we are pleased
to be able to address this with the announced

redress plan.”

https://www.home.barclays/
about-barclays/strategy/strat
egy-and-operating-environmen

t.html#market

https://www.quickquid.co.uk/faq.

html
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Firm/violation What the FCA said
(sourced via FCA press

releases > 500K fine)

Firms compliance/culture message

Website source

Dollar Financial UK “The review revealed that many
(trading as The Money customers were lent more than
Shop, Payday UK, Pay- they could afford to repay. The
day Express and Ladder ~ firm has since agreed to make a
Loans) redress £15.4m number of changes to its lending

(FCA 20151) criteria in order to meet the FCA’s

requirements for high-cost short-
term lenders.”

“The FCA expects all credit provid-
ers to carry out proper checks to
ensure that borrowers don’t take
on more than they can afford to
pay back. We are encouraged that
Dollar is committed to putting
things right for its customers.”

Cash Genie to provide
£20 million redress
(FCA 2015m)

“We have been encouraged that
Cash Genie has been working
with us proactively and openly to
put things right for its customers
after these issues were reported.

Although standards in the consumer
credit sector are improving, it
is disappointing that examples
of poor practice in the payday
market keep surfacing. We expect
all firms to notify us of any unac-
ceptable past or current practices
and provide appropriate redress to
anyone affected.”

Lloyds Banking Group
fined £117m (PPI
handling)

FCA 2015c¢)

“Lloyds has made significant
progress towards the fairer treat-
ment of customers in its general
complaint handling operation
and has established an extensive
remediation programme to re-
review or automatically uphold
approximately 1.2 million PPI
complaints, including those
within the relevant period. Lloyds
has set aside a total of £710m to
cover any redress due to affected
customers. Customers do not
need to take any action. Those
affected and due redress are being
contacted directly. The FCA has
appointed an independent skilled
person to oversee the remediation
process.

Lloyds announced in February
2015 that it had decided to freeze
the release of shares in respect of
deferred bonus awards from 2012
and 2013 for all members of the
Group Executive Committee and
for some other senior executives
as a result of the FCA’s Enforce-
ment investigation.”

Press release:

“As the new CEO of Dollar Financial UK, I accept

the findings of the review and apologise to
anyone who may have suffered difficulties as a

result. It is proper that we put things right where

they have gone wrong and I have gone further
than the review in reforming the way our busi-

ness operates to reflect the company aim of being

the most responsible lender in its market place.”
said Chief Executive Stuart Howard.

Under corporate governance banner compliance
search revealed:

“Our governance arrangements and standards
also ensure that our businesses are managed
in accordance with the relevant legislative and
regulatory requirements and the policies and
standards of our group. Compliance with these
standards enables us not only to meet the expec-
tations of the regulator, but also those of other
key stakeholders such as customers, employees
and business partners.”

An entire section of the webpage is devoted to
information on the redress, demonstrating trans-
parency to customers.

Company in liquidation and no longer trading. No
other information on the public website regard-
ing compliance/governance.

Nothing related to PPI issue found under press
release area (despite FCA’s statement regarding
Feb 2015 announcement.)

However, there is a dedicated section on updates
on customer complaints (including PPI).

Dedicated information on corporate governance
and role of boards.

http://www.dollaruk.com/

http://www.cashgeniecomms.co.uk/

http://www.lloydsbankinggroup.

com/our-group/our-customers/
complaints-jan---jun-2015/

@ Springer


http://www.dollaruk.com/
http://www.cashgeniecomms.co.uk/
http://www.lloydsbankinggroup.com/our-group/our-customers/complaints-jan---jun-2015/
http://www.lloydsbankinggroup.com/our-group/our-customers/complaints-jan---jun-2015/
http://www.lloydsbankinggroup.com/our-group/our-customers/complaints-jan---jun-2015/

Institutional Theory and Evolution of ‘A Legitimate’ Compliance Culture: The Case of the UK... 73

Firm/violation What the FCA said Firms compliance/culture message Website source

(sourced via FCA press

releases > 500K fine)

Deutsche Bank fined
£227 m (Libor and
Euribor)

FCA 2015¢)

Merrill Lynch Inter-
national (MLI) fined
£13.2m

(FCA 2015f)

Clydesdale Bank fined

£20.6m
(FCA 2015h)

“This case stands out for the
seriousness and duration of the
breaches by Deutsche Bank —
something reflected in the size
of today’s fine. One division at
Deutsche Bank had a culture of
generating profits without proper
regard to the integrity of the mar-
ket. This wasn’t limited to a few
individuals but, on certain desks,
it appeared deeply ingrained.”

“This misconduct involved at least
29 Deutsche Bank individuals
including managers, traders and
submitters, primarily based in
London but also in Frankfurt,
Tokyo and New York.”

“This misconduct went unchecked
because of Deutsche Bank’s
inadequate systems and controls.
Deutsche Bank did not have any
systems and controls specific
to IBOR and did not put them
in place even after being put on
notice that there was a risk of
misconduct.”

“The size of the fine—the highest
imposed for transaction report-
ing failures to date - reflects the
severity of MLI’s misconduct,
failure to adequately address the
root causes over several years
despite substantial FCA guidance
to the industry and a poor history
of transaction reporting compli-
ance, consisting of a Private
Warning issued in 2002 and a fine
of £150,000 in 2006.”

"Clydesdale’s failings were unac-
ceptable and fell well below the
standard the FCA expects. The
fact that Clydesdale misled the
Financial Ombudsman by provid-
ing false information about the
information it held is particularly
serious and this is reflected in the
size of the fine.

We have been very clear about how
firms should treat customers who
may have been mis-sold PPI. In
ignoring documents it held which
were relevant to its customers’
complaints, Clydesdale failed to
treat its customers fairly."

No press release found on UK site (however, this
may be due to the structure of webpage and
country level).

Website search indicated 298 matches for compli-
ance culture in the Deutsche Bank corporate web
page.

Top match is the appointment of Global head of
compliance in 2014 (prior to scandal)

“We welcome Nadine Faruque to Deutsche Bank
and look forward to working with her on our
vital Compliance agenda. We place the highest
value on maintaining strong controls that are
based on the values of discipline and integrity.
Nadine’s leadership will help to shape our
Bank’s future.”

Values and principles specifically highlights com-
pliance culture:

“We place great value on a positive compliance
culture: We expect our employees to conduct
themselves responsibly, honestly and with integ-
rity. Our code of conduct and ethics describes
our values and our minimum requirements for
ethical business conduct.”

No results found for press release on topic (via
Bank of America pages/Merrill Lynch search).
However, this may be as a result of the diluted
structure of the webpage between countries.

No documents found under search for “compliance
culture”. A search for “compliance” revealed
123 results, however, these appeared to relate to
employee roles.

Difficult to find governance messages, as the
Merrill Lynch page is devoted to selling ser-
vices. Codes of Conducts accessed via Bank of
America webpage.

No press release to respond to the FCA press
release.

“Compliance culture” search directs to corporate
responsibility pages including code of conduct.

“our Enterprise Behaviours underpin the culture
we aspire to create—with a workplace our
employees are proud of and want to contribute
to. How we achieve our goals is as important
as the goal itself. This makes sure everyone is
held accountable for demonstrating the right
behaviours”

https://www.db.com/unitedkingdom/

https://www.db.com/cr/en/concr
ete-responsible-governance
.htm?dbiquery=null%3Acomplian
ce+culture

https://www.ml.com/

http://www.cybg.com/about-us/
corporate-responsibility/
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Firm/violation
(sourced via FCA press
releases > 500K fine)

What the FCA said

Firms compliance/culture message

Website source

The Bank of New York
Mellon London branch
and The Bank of New
York Mellon Interna-
tional Limited £126 m

(FCA 2015g)

Bank of Beirut fined
£2.1m
(FCA 2015i)

“The size of the fine today reflects
the value of safe custody assets
held by the Firms as well as the
seriousness of the failings and
the fact that these failings were
not identified by the Firms’ own
compliance monitoring. Other
firms with responsibility for client
assets should take this as a further
warning that there is no excuse for
failing to safeguard client assets
and to ensure their own processes
comply with our rules.

Client assets protection continues
to be a priority for the FCA and
firms who hold client assets
should review their processes in
line with these findings to ensure
full compliance with the Custody
Rules.”

“It is essential to consumer protec-
tion, market integrity and the
prevention of financial crime that
we can rely on firms giving us
the right information at the right
time. Bank of Beirut’s failings
impeded us and left it open to
the risk that it might be used for
financial crime. Equally worrying
was the fact that Wills and Allin
provided a number of misleading
communications to us, which is a
serious breach of their responsi-
bilities as approved persons. We
are reliant on compliance officers
and internal audit to act as an
important line of defence, to sup-
port effective regulation at firms
and to show backbone even when
challenged by their colleagues.
Concerns about the culture within
Bank of Beirut became apparent
following supervisory visits to the
firm in 2010 and 2011.”

Press release:

"BNY Mellon has worked cooperatively with
the FCA to address issues related to our CASS
compliance”

"Consistent with our commitment to being a strong
and trusted partner to our clients, BNY Mellon
launched a broad internal review with the assis-
tance of an independent, third-party accounting
firm and external legal advisers immediately
upon learning of these issues. As a result, we
have engaged in a remediation process and have
taken clear steps to put in place a framework
of new and improved policies and operational
procedures as well as enhance our specialist
resources across many functions to reinforce our
compliance with CASS rules.”

"BNY Mellon is very mindful of the importance
of safeguarding client assets and has been trusted
by its clients to do so for 230 years. This trust
could not have been earned without robust
regulatory compliance in all of our operating
jurisdictions, and we regret in this case that we
did not meet our standards or those of the FCA.
As always, regulatory compliance remains a key
area of focus as we maintain our track record of
safety and soundness as a financial institution."

Search on “compliance culture” and “compliance”
indicated no matches. However statement on
Ethics and Compliance found which linked into
the code of conduct.

No press site found on the UK site.

Dedicated page for compliance setting out major
responsibilities:

“Bank of Beirut (UK) Ltd has an independent
compliance function to ensure that the bank
complies with all relevant laws, regulations,
rules, internal policies and procedures applicable
to its banking activities.”

https://www.bnymellon.com/uk/en/

https://www.bnymellon.com/us/en/
who-we-are/social-responsibility/
ethics-and-compliance.jsp

http://www.bankofbeirut.co.uk/
BOBUK/en/Compliance
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Firm/violation What the FCA said
(sourced via FCA press

releases > 500K fine)

Firms compliance/culture message

Website source

“Ensuring that conflicts of interest
are properly managed is central to
the relationship of trust that must
exist between asset managers and
their customers. It is also a fun-
damental regulatory requirement.
This case serves as an important
reminder to firms of the impor-
tance of managing conflicts of
interest effectively by implement-
ing a robust control environment
with effective systems to manage
the risks. Not doing so risks
customers’ interests being over-
looked in favour of commercial or
personal interests.

While Aviva Investors’ failings
were serious, the FCA has recog-
nised that its actions since report-
ing its failings were exceptional.
The level of co-operation during
the investigation and commit-
ment to ensuring no customers
were adversely impacted meant it
qualified for a substantial reduc-
tion in the penalty.”

Aviva Investors fined
£17.6m
(FCA 2015j)

tors.

Press release:

“We fully accept the conclusions of this investiga-
tion. We have fixed the issues, improved our
systems and controls, and ensured no customers
have been disadvantaged. We have also made
substantial changes to the management team
which is leading the turnaround of Aviva Inves-

https://uk.avivainvestors.com/conte
nt/aviva/aviva-investors.html

“We have a clear focus on simple and specific
investment outcomes for clients and we are
delivering strong levels of investment perfor-
mance within a robust control environment.”

No results found when searching under “compli-
ance culture”, or “compliance”. In addition
it was difficult to find out any information on
corporate governance other than the senior man-
agement structure.

Appendix 3 Analysis of Positive ‘Compliance Culture’ highlighted by FCA during period

FCA communication

What the FCA said

“culture is not measureable but is manageable” (FCA 2016b)
https://www.fca.org.uk/news/speeches/culture-conduct-extending-
accountability-regime

“cultural change can take a significant period of time to achieve” (FCA
2014d)
https://www.fca.org.uk/news/speeches/best-british-conference

Behaviours and compliance in organisations (FCA 2017)
https://www.fca.org.uk/publication/occasional-papers/op16-24.pdf

A number of levers were highlighted to manage culture including:

“communicated sense of purpose and approach [...] the what and the
how”

“tone from the top”

“formal governance processes and structures”

“people related practices, including incentives and capabilities”

“an ethical culture can be more powerful than on based solely on finan-
cial incentives”

The speech praises a number of initiatives within the sector promoting
trust, fairness and integrity.

142 year old Cooperative Bank kicked off its advertising campaign in
the ‘fight back for trust’”

“Nationwide’s campaign uses the tagline ‘they say money goes round
we think it’s people’”

Quoting CEO of RBS ““in banking trust is not a nice to have—it is a
commercial essential”

“regulators can also influence perceptions of the prevailing culture by
identifying and publicising examples of good behaviour” p. 36

“the FCA publicises good behaviour when it undertakes thematic
reviews” p. 36
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Appendix 4 Analysis of Retail Banks Who exemplars of good ‘culture’ and ‘trust’ messages within the
were not Sanctioned/or Praised During sector. Therefore, the press releases of Cooperative Bank,
the Period Nationwide, RBS and Virgin Money were selected as a sam-

During the ‘Best of British’ speech by Tracey McDer-
mott (FCA 2014d), these organisations were included as

ple. However, also to note that RBS was fined during 2014 as
part of the wider, systemic LIBOR issues in 2014.

Organisation and website reference

What they said/did

Cooperative Bank

Nationwide

RBS

Virgin money

2013 News 27/5/2013 The Co-operative Group appoints Niall Booker as Bank Chief Executive
and Group Deputy Chief Executive Officer

Prior to this announcement there was major unrest within the Bank, with a complaint from the
FSA about handling of PPI complaints. There were also issues with balance sheet stability
(capital shortfall) and profit impacts. A number of new appointments were evident around
this time in press releases.

2014 News 30/04/2014 The Co-operative Bank’s response to publication of independent
review by Sir Christopher Kelly

“The Bank’s Board looks very different today and is now managed and governed indepen-
dently to the Group. There is an entirely new Executive team with the depth of financial
services expertise needed to turn the Bank around and we have also been reforming and
improving the Bank’s systems, processes and culture which Sir Christopher Kelly refers to in
the report”

2015 News 20/01/2015 The Co-operative Bank re-launches Ethical Policy

“the re-launch of this policy is an important step in rebuilding The Co-operative Bank as we
listen to our customers and rebuild trust”

Website reviewed - only contained news items back to 2017 at point of research.

23/5/2017 UK’s most trusted financial brand

“The Society remains number one for customer satisfaction among its high-street peer group,
currently leading by a margin of 5% over the next best financial provider and has been rated
as the most trusted financial brand” (Financial Research Survey results)

The RBS press release site is difficult to search effectively for historic items. One item is noted
to span the period of the review of other banks in 2017 release.

23 October 2017 RBS welcomes the publication of the Financial Conduct Authority’s (FCA)
summary report, consistent with the summary findings announced by the FCA in November
2016

“As a result of these historical issues identified, it put in place two steps—a complaints process
overseen by retired High Court Judge, Sir William Blackburne, and an automatic refund of
complex fees—for SMEs in the UK and ROI that were customers in GRG during the period
2008-2013.”

Ross McEwan, CEO of RBS said:

“I am pleased that the regulator has confirmed the findings from last November and that the
most serious allegations made against the bank have not been upheld.

“We have acknowledged for some time that mistakes were made and have apologised that we
did not always provide the level of service and understanding we should have done for these
customers in the aftermath of the financial crisis.

“The culture, structure and way RBS operates today have all changed fundamentally since the
period under review. We have made significant changes to deal with the issues of the past, so
that the bank can better support SME customers in financial difficulty whilst also protecting
the bank’s capital.”

04/11/2015 Virgin Money welcomes interim report into the credit card market from the FCA

“Virgin Money fully agrees with the conclusions of the interim report into the credit card
market published by the FCA today [....] Virgin Money already offers simple, transparent
credit card products. Based on the potential remedies set out in today’s report, Virgin Money
will fully implement any changes necessary to meet the final requirements in due course and
looks forward to supporting the FCA in their final report.”

12/01/2016 Virgin Money announces two new appointments to senior executive team

Jayne-Anne Gadhia, Chief Executive Officer said: "I am delighted to announce that Peter and
Hugh will be joining the Virgin Money Executive Team. Their broad experience and knowl-
edge of the financial services industry, including a strong customer focus in retail banking,
will be invaluable to us as we continue to deliver on our strategy of delivering growth, qual-
ity and returns to all of our stakeholders. I am looking forward to working with them both.”

This press release indicates a strengthening of the internal senior management, un affected by
external forces/events to trigger change as evidenced I the use of word ‘continue’.
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Appendix 5

During our analysis, we found difficulty in identifying
praise of specific firm’s culture/compliance by FCA. Usu-
ally we would expect to sees highlights of ‘good practice’
in thematic reviews. However, within the 2015/16 annual
report it was announced that “we considered that a the-
matic review would not be the most effective and efficient
way to continue to support and drive continued culture

change across the sector. Instead, we decided that the most
effective way to achieve this was to continue to engage
individually with firms, as well as supporting other ini-
tiatives outside the FCA. We have not changed our views
about the importance of firm culture and we will continue
our work with individual firms” (2015/16 Annual Report).
As an alternative method of analysis the annual reports
were searched to review the emphasis on culture by the
FCA year on year.

Year reviewed and weblink
‘culture’

Number of references to

Key quotations

2016/2017 27
https://www.fca.org.uk/publication/annual-reports/annua
I-report-2016-17.pdf

2015/2016 27
https://www.fca.org.uk/publication/corporate/annua
l-report-2015-16.pdf

2014/2015 19
https://www.fca.org.uk/publications/corporate-docum
ents/annual-report-2014-15

2013/2014 8
https://www.fca.org.uk/publication/corporate/annua
l-report-13-14.pdf

“Regulatory arbitrage, at least in the conduct arena, is a
game no longer worth playing [...] to give credit where
it is due, much of this is the result of firms’ efforts to
improve their business models and culture to meet our
expectations” p.6

“Our annual review of the remuneration policies and prac-
tices of ‘Level 1 firms’ (deposit takers and investment
firms with total balance sheets over £50bn) found they
had undertaken significant work to embed conduct and
culture in their remuneration policies and practices this
year” p. 43

“Changing culture: We rolled out a supervisory approach
in wholesale banking designed to raise the overall
standards of conduct risk management in the industry,
ensuring that the industry itself takes responsibility for,
and ownership of, the management of conduct risk” P.12

“At the start of 2015/16 we identified a number of risks
that informed our work for the year. We highlighted that
firms’ culture, structures, processes and incentives still
required improvements” P.30

“Firms were required to consider the culture, governance
arrangements, policies, procedures, systems and controls
within their UK businesses, as well as how much their
overseas activities might impact upon their conduct in
the UK.” P. 33

“FCA introduced new rules on whistleblowing. These
rules aim to encourage a culture in firms where indi-
viduals feel able to raise concerns and challenge poor
practice and behaviour.” P.34

“We assess firms’ business models, key personnel, control
environment, and increasingly culture and its impact on
conduct” P.31

“Compliance controls and culture, where we found robust
controls and an improved cultural message being distrib-
uted across a global group” p.34

The risk committee “noted the risks associated with the
pace of change around firms’ business models and the
culture in the financial sector; risks that the FCA sought
to address in its 2013 Risk Outlook. It discussed these
ongoing concerns with the FCA’s executive and has
asked for further information on the progress made in
implementing a programme of positive culture change
amongst firm” P.75

@ Springer


https://www.fca.org.uk/publication/annual-reports/annual-report-2016-17.pdf
https://www.fca.org.uk/publication/annual-reports/annual-report-2016-17.pdf
https://www.fca.org.uk/publication/corporate/annual-report-2015-16.pdf
https://www.fca.org.uk/publication/corporate/annual-report-2015-16.pdf
https://www.fca.org.uk/publications/corporate-documents/annual-report-2014-15
https://www.fca.org.uk/publications/corporate-documents/annual-report-2014-15
https://www.fca.org.uk/publication/corporate/annual-report-13-14.pdf
https://www.fca.org.uk/publication/corporate/annual-report-13-14.pdf

78

W. M. Burdon, M. K. Sorour

References

Akhigbe, A., & Martin, A. D. (2006). Valuation impact of Sarbanes-
Oxley: Evidence from disclosure and governance within the
financial services industry. Journal of Banking and Finance, 30,
989-1006.

Aldrich, H. (1979). Organizations and Environments. Englewood
Cliffs, NJ: Prentice-Hall.

Alfon, I. (1996). Cost benefit analysis and compliance culture. Journal
of Financial Regulation and Compliance, 5(1), 16-22.

Arora, S., & Gangopadhyay, S. (1995). Towards a theoretical model of
voluntary over compliance. Journal of Economic Behaviour and
Organisation, 28, 289-3009.

Ayres, 1. (2013). Responsive regulation: A co author’s appreciation.
Regulation & Governance, 7, 145-151.

Ayres, 1., & Braithwaite, J. (1992). Responsive Regulation: Transcend-
ing the Deregulation Debate. Oxford: Oxford University Press.

Bamberger, K. A. (2010). Technologies of compliance: Risk and regu-
lation in a digital age. Texas Law Review, 88(4), 669—739.

Barry, M. (2002). Why ethics and compliance programs can fail. Jour-
nal of Business Strategy, 23(6), 37-40.

Basel Committee on Banking Supervision (2005). Compliance and
the compliance function in banks. Retrieved July 28, 2012, from
http://www.bis.org/publ/bcbs113.pdf.

Bodolica, V., & Spraggon, M. (2015). An examination into the disclo-
sure, structure, and contents of ethical codes in publicly listed
acquiring firms. Journal of Business Ethics, 126(3), 459-472.

Buller, J., & Lindstrom, N. (2013). Hedging its bets: the UK and the
politics of European financial service regulation. New Political
Economy, 18(3), 391-400.

Bussmann, K. D., & Niemeczek, A. (2017). Compliance through com-
pany culture and values: An international study based on the
example of corruption prevention. Journal of Business Ethics,
https://doi.org/10.1007/s10551-017-3681-5.

Calcott, P. (2010). Mandated self-regulation: The danger of cosmetic
compliance. Journal of Regulatory Economics, 38, 167-179.

Carretta, A., Farina, V., & Schwizer, P. (2005). Banking regulation
towards advisory: The “culture compliance” of banks and super-
visory authorities. MPRA Paper No. 8302, Retrieved August 4,
2014, from http://mpra.ub.uni-muenchen.de/8302/.

Carretta, A., Farina, V., & Schwizer, P. (2010). The “day after” Basel 2:
Do regulators comply with banking culture? Journal of Financial
Regulation and Compliance, 18(4), 316-332.

Compliance Exchange (2014). Barclays spending millions on truthful-
ness training at new compliance academy. Retrieved July 14,
2014, from http://compliancex.com/barclays-spending-millions-
on-truthfulness-training-at-new-compliance-academy/.

Crump, J. (2007). Passive vs. active compliance. Bank Accounting &
Finance, 20(2), 45-48.

DiMaggio, P.J. (1997). Culture and cognition. Annual review of Sociol-
ogy, 23,263-287.

Dimaggio, P.J., & Powell, W. W. (1983). The iron cage revisited: Insti-
tutional isomorphism and collective rationality in organizational
fields. American Sociological Review, 48(2), 147-160.

Duska, R. F. (2011). Those darn compliance rules. Journal of Financial
Service Professionals, 65(5), 22-24.

Edwards, J. (2003). Individual and corporate compliance competence:
An ethical approach. Journal of Financial Regulation and Com-
pliance, 11(3), 225-235.

Edwards, J., & Wolfe, S. (2004). The compliance function in banks.
Journal of Financial Regulation, 12(3), 216-224.

Edwards, J., & Wolfe, S. (2005). Compliance: A review. Journal of
Financial Regulation and Compliance, 13(1), 48-59.

English, S., & Hammond, S. (2012). Cost of Compliance, 2012. Thom-
son Reuters, Retrieved November 12, 2015, from https://risk.

@ Springer

thomsonreuters.com/it/special-report/cost-compliance-surve
y-2012.

English, S., & Hammond, S. (2015). Cost of Compliance, 2015. Thom-
son Reuters, Retrieved November 12, 2015, from https://risk.
thomsonreuters.com/sites/default/files/GRC02332.pdf.

Ernst and Young (2014). Senior Managers on the Hook. Retrieved June
03, 2015, from http://www.ey.com/UK/en/Industries/Financial-
Services/Banking---Capital-Markets/E Y-senior-manager-regime.

Fashola, O. I. (2014). Banking and the Customer: A Neo-Institutional
Reconfiguration. Research Journal of Finance and Accounting.
Retrieved June 05, 2015, from http://iiste.org/Journals/index.php/
RJFA/article/view/14807.

FCA (2013). ICAP Europe Limited fined £14 million for significant
failings in relation to LIBOR. Dated 25/09/2013, Retrieved June
25, 2014, from http://www.fca.org.uk/news/icap-europe-limit
ed-fined.

FCA (2013a). The importance of culture in driving behaviours of firms
and how the FCA will assess this. Dated 18/07/2013, Retrieved
March 1, 2016, from http://www.fca.org.uk/news/regulation
-professionalism.

FCA (2013b). Final Notice Lloyds TSB Bank plc. Dated 10/12/13,
Retrieved June 25, 2014, from https://www.fca.org.uk/publicatio
n/final-notices/lloyds-tsb-bank-and-bank-of-scotland.pdf.

FCA (2013c). Firm fined £1.8 million. Dated 19/12/13, Retrieved June
25,2014, from https://www.fca.org.uk/news/press-releases/firm-
fined-%C2%A318million-unacceptable-approach-bribery-corru
ption-risks-overseas.

FCA (2013d). JPMorgan Chase Bank N.A. fined £137,610,000. Dated
19/10/2013, Retrieved June 25, 2014, from https://www.fca.
org.uk/news/press-releases/jpmorgan-chase-bank-na-fined
-%C2%A3137610000-serious-failings-relating-its-chief.

FCA (2013e). Final Notice Sesame. Dated 05/06/2013, Retrieved June
25, 2014, from https://www.fca.org.uk/publication/final-notices/
sesame-limited.pdf.

FCA (2013f). FCA fines Rabobank £105 million for serious LIBOR-
related misconduct. Dated 29/10/2013, Retrieved June 25, 2014,
from https://www.fca.org.uk/news/press-releases/fca-fines-rabob
ank-%C2%A3105-million-serious-libor-related-misconduct.

FCA (2014). Wonga to pay redress for unfair debt collection practices.
Dated 25/06/2014, Retrieved March 22, 2017, from https:/www.
fca.org.uk/news/press-releases/wonga-pay-redress-unfair-debt-
collection-practices.

FCA (2014a). Martin Brokers (UK) Ltd fined £630,000 for significant
failings in relation to LIBOR. Dated 20/05/2014, Retrieved June
25, 2014, from http://www.fca.org.uk/news/press-releases/marti
n-brokers-uk-limited-fined-630000-for-significant-failings-in-
relation-to-libor.

FCA (2014b). Final Notice State Street. Dated 30/01/2014, Retrieved
March 22, 2014, from https://www.fca.org.uk/publication/final
-notices/state-street.pdf.

FCA (2014c). HomeServe fined £30 million for widespread failings.
Dated 13/02/14, Retrieved March 22, 2014, from https://www.
fca.org.uk/news/press-releases/homeserve-fined-%C2%A330-
million-widespread-failings.

FCA (2014d). Best of British Conference. Retrieved January 31, 2018,
from https://www.fca.org.uk/news/speeches/best-british-confe
rence.

FCA (2015a). FCA fines Threadneedle Asset Management Limited
£6 m. Dated 15/12/15, Retrieved March 22, 2017, from https://
www.fca.org.uk/news/press-releases/fca-fines-threadneedle-asset
-management-limited-%C2%A36m.

FCA (2015b). FCA fines Barclays £72 million for poor handling of
financial crime risks. Dated 26/11/2015, Retrieved March 22,
2017, from https://www.fca.org.uk/news/press-releases/fca-fines
-barclays-%C2%A372-million-poor-handling-financial-crime
-risks.


http://www.bis.org/publ/bcbs113.pdf
https://doi.org/10.1007/s10551-017-3681-5
http://mpra.ub.uni-muenchen.de/8302/
http://compliancex.com/barclays-spending-millions-on-truthfulness-training-at-new-compliance-academy/
http://compliancex.com/barclays-spending-millions-on-truthfulness-training-at-new-compliance-academy/
https://risk.thomsonreuters.com/it/special-report/cost-compliance-survey-2012
https://risk.thomsonreuters.com/it/special-report/cost-compliance-survey-2012
https://risk.thomsonreuters.com/it/special-report/cost-compliance-survey-2012
https://risk.thomsonreuters.com/sites/default/files/GRC02332.pdf
https://risk.thomsonreuters.com/sites/default/files/GRC02332.pdf
http://www.ey.com/UK/en/Industries/Financial-Services/Banking---Capital-Markets/EY-senior-manager-regime
http://www.ey.com/UK/en/Industries/Financial-Services/Banking---Capital-Markets/EY-senior-manager-regime
http://iiste.org/Journals/index.php/RJFA/article/view/14807
http://iiste.org/Journals/index.php/RJFA/article/view/14807
http://www.fca.org.uk/news/icap-europe-limited-fined
http://www.fca.org.uk/news/icap-europe-limited-fined
http://www.fca.org.uk/news/regulation-professionalism
http://www.fca.org.uk/news/regulation-professionalism
https://www.fca.org.uk/publication/final-notices/lloyds-tsb-bank-and-bank-of-scotland.pdf
https://www.fca.org.uk/publication/final-notices/lloyds-tsb-bank-and-bank-of-scotland.pdf
https://www.fca.org.uk/news/press-releases/firm-fined-%C2%A318million-unacceptable-approach-bribery-corruption-risks-overseas
https://www.fca.org.uk/news/press-releases/firm-fined-%C2%A318million-unacceptable-approach-bribery-corruption-risks-overseas
https://www.fca.org.uk/news/press-releases/firm-fined-%C2%A318million-unacceptable-approach-bribery-corruption-risks-overseas
https://www.fca.org.uk/news/press-releases/jpmorgan-chase-bank-na-fined-%C2%A3137610000-serious-failings-relating-its-chief
https://www.fca.org.uk/news/press-releases/jpmorgan-chase-bank-na-fined-%C2%A3137610000-serious-failings-relating-its-chief
https://www.fca.org.uk/news/press-releases/jpmorgan-chase-bank-na-fined-%C2%A3137610000-serious-failings-relating-its-chief
https://www.fca.org.uk/publication/final-notices/sesame-limited.pdf
https://www.fca.org.uk/publication/final-notices/sesame-limited.pdf
https://www.fca.org.uk/news/press-releases/fca-fines-rabobank-%C2%A3105-million-serious-libor-related-misconduct
https://www.fca.org.uk/news/press-releases/fca-fines-rabobank-%C2%A3105-million-serious-libor-related-misconduct
https://www.fca.org.uk/news/press-releases/wonga-pay-redress-unfair-debt-collection-practices
https://www.fca.org.uk/news/press-releases/wonga-pay-redress-unfair-debt-collection-practices
https://www.fca.org.uk/news/press-releases/wonga-pay-redress-unfair-debt-collection-practices
http://www.fca.org.uk/news/press-releases/martin-brokers-uk-limited-fined-630000-for-significant-failings-in-relation-to-libor
http://www.fca.org.uk/news/press-releases/martin-brokers-uk-limited-fined-630000-for-significant-failings-in-relation-to-libor
http://www.fca.org.uk/news/press-releases/martin-brokers-uk-limited-fined-630000-for-significant-failings-in-relation-to-libor
https://www.fca.org.uk/publication/final-notices/state-street.pdf
https://www.fca.org.uk/publication/final-notices/state-street.pdf
https://www.fca.org.uk/news/press-releases/homeserve-fined-%C2%A330-million-widespread-failings
https://www.fca.org.uk/news/press-releases/homeserve-fined-%C2%A330-million-widespread-failings
https://www.fca.org.uk/news/press-releases/homeserve-fined-%C2%A330-million-widespread-failings
https://www.fca.org.uk/news/speeches/best-british-conference
https://www.fca.org.uk/news/speeches/best-british-conference
https://www.fca.org.uk/news/press-releases/fca-fines-threadneedle-asset-management-limited-%C2%A36m
https://www.fca.org.uk/news/press-releases/fca-fines-threadneedle-asset-management-limited-%C2%A36m
https://www.fca.org.uk/news/press-releases/fca-fines-threadneedle-asset-management-limited-%C2%A36m
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A372-million-poor-handling-financial-crime-risks
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A372-million-poor-handling-financial-crime-risks
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A372-million-poor-handling-financial-crime-risks

Institutional Theory and Evolution of ‘A Legitimate’ Compliance Culture: The Case of the UK... 79

FCA (2015¢). Lloyds Banking Group fined £117 m. Dated 05/06/2015,
Retrieved March 22,, from https://www.fca.org.uk/news/press
-releases/lloyds-banking-group-fined-%C2%A3117m-failing-
handle-ppi-complaints-fairly.

FCA (2015d). FCA fines Barclays £284,432,000 for forex failings.
Dated 20/5/2015, Retrieved March 22, 2017, from https://www.
fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A3284
432000-forex-failings.

FCA (2015e). Deutsche Bank fined £227 million. Dated 23/04/2015,
Retrieved March 22, 2017, from https://www.fca.org.uk/news/
press-releases/deutsche-bank-fined-%C2%A3227-million-finan
cial-conduct-authority-libor-and-euribor.

FCA (2015f). FCA fines Merrill Lynch International £13.2 million
for transaction reporting failures. Dated 22/4/2015, Retrieved
March 22, 2017, from https://www.fca.org.uk/news/press-relea
ses/fca-fines-merrill-lynch-international-%C2%A3132-million-
transaction-reporting.

FCA (2015g). FCA fines The Bank of New York Mellon London branch.
Dated 15/4/2015, Retrieved March 22, 2017, from https://www.
fca.org.uk/news/press-releases/fca-fines-bank-new-york-mello
n-london-branch-and-bank-new-york-mellon.

FCA (2015h). Clydesdale Bank fined £20,678,300 for serious failings.
Dated 14/4/2015, Retrieved Retrieved March 22, 2017, from
https://www.fca.org.uk/news/press-releases/clydesdale-bank-
fined-%C2%A320678300-serious-failings-ppi-complaint-handl
ing.

FCA (2015i). The Financial Conduct Authority imposes £2.1 m fine
and places restriction on Bank of Beirut after it misled the regu-
lator. Dated 5/3/2015, Retrieved March 22, 2017, from https://
www.fca.org.uk/news/press-releases/financial-conduct-authority-
imposes-%C2%A321m-fine-and-places-restriction-bank-beirut.

FCA (2015j). FCA fines Aviva Investors £17.6 m for systems and con-
trols failings. Dated 24/2/2015, Retrieved March 22, 2017, from
https://www.fca.org.uk/news/press-releases/fca-fines-aviva-inves
tors-%C2%A3176m-systems-and-controls-failings-led-its-failu
re.

FCA (2015k). Almost 4,000 customers due redress totalling £1.7 mil-
lion from payday firm CashEuroNet. Dated 4/11/2015, Retrieved
March 22, 2017, from https://www.fca.org.uk/news/press-relea
ses/almost-4000-customers-due-redress-totalling-%C2%A317-
million-payday-firm-casheuronet.

FCA (20151). Payday lender Dollar to provide £15.4 million redress
to over 147,000 customers. Dated 26/10/2015, Retrieved March
22, 2017, from https://www.fca.org.uk/news/press-releases/
payday-lender-dollar-provide-%C2%A3154-million-redress-
over-147000-customers.

FCA (2015m). Payday lender Cash Genie to provide £20 million
redress to over 92,000 customers. Dated 27/7/2015, Retrieved
March 22, 2017, from https://www.fca.org.uk/news/press-relea
ses/payday-lender-cash-genie-provide-%C2%A320-million-redre
ss-over-92000-customers.

FCA (2016). Behaviours and Compliance in Organisations: Occa-
sional Paper 24. Retrieved January 31, 2018, from https://www.
fca.org.uk/publication/occasional-papers/op16-24.pdf.

FCA (2017). Culture and conduct—extending the accountability
regime. Retrieved January 31, 2018, from https://www.fca.org.
uk/news/speeches/culture-conduct-extending-accountability-
regime.

FRC (2016). Corporate Culture and the role of Boards. Retrieved July
20, 2017, from https://www.frc.org.uk/Our-Work/Publications/
Corporate-Governance/Corporate-Culture-and-the-Role-of-
Boards-Report-o.pdf.

FSA (2007). Treating customers fairly—culture. Retrieved June 25,
2014, from http://www.fca.org.uk/static/fca/documents/fsa-tcf-
culture.pdf.

Garcia, V. (2004). Seven points financial services institutions should
know about IT spending for compliance. Journal of Financial
Regulation and Compliance, 12(4), 330-339.

Gilad, S. (2011). Institutionalizing fairness in financial markets: Mis-
sion impossible? Regulation and Governance, 5, 309-332.

Harris, H. (2001). Content analysis of secondary data: A study of cour-
age in managerial decision making. Journal of Business Ethics,
34(3-4), 191-208.

Harvey, J., & Bosworth-Davies, R. (2013). Drawing the line in the
sand: Trust, integrity and regulatory misdemeanour. Security
Journal, 29, 1-18.

Haynes, A. (2005). The effective articulation of risk-based compliance
in banks. Journal of Banking Regulation, 6(2), 146-162.
Haynes, A. (2014). Financial services: All change or new cosmetics?

Company Lawyer, 35(5), 129.

Hendricks, K., & Singhal, V. (1996). Quality Awards and the mar-
ket value of the firm: An empirical investigation. Georgia Tech.
Management Science, 42(3), 415-436.

Henry, D. (2008). Corporate Governance structure and the valuation
of australian firms: Is there value in ticking the boxes. Journal
of Business & Accounting, 35, 912-942.

Hite, R. E., Bellizzi, J. A., & Fraser, C. (1988). A content analysis of
ethical policy statements regarding marketing activities. Journal
of Business Ethics, 7(10), 771-776.

Hsieh, H. F., & Shannon, S. E. (2005). Three approaches to qualitative
content analysis. Qualitative Health Research, 15(9), 1277-1288.

Human, S. E., & Provan, K. G. (2000). Legitimacy building in the
evolution of small-firm multilateral networks: A comparative
study of success and demise. Administrative Science Quarterly,
45(2), 327-365.

Interligi, L. (2010). Compliance culture: A conceptual framework.
Journal of Management and Organization, 16, 235-249.
Jackman, D. (2001). Why comply? Journal of Financial Regulation

and Compliance, 9(3), 211-217.

Jenkinson, D. (1996). Compliance culture. Journal of Financial Regu-
lation and Compliance, 4(1), 41-46.

Jose, A., & Lee, S. M. (2007). Environmental reporting of global cor-
porations: A content analysis based on website disclosures. Jour-
nal of Business Ethics, 72(4), 307-321.

Kondra, A. Z., & Hurst, D. C. (2009). Institutional processes of organi-
zational culture. Culture and Organization, 15(1), 39-58.
Lamin, A., & Zaheer, S. (2012). Wall Street vs. Main Street: Firm
strategies for defending legitimacy and their impact on different

stakeholders. Organization Science, 23(1), 47-66.

Malloy, T. F. (2003). Regulation, compliance and the firm. Temple Law
Review, 76(3), 451-531.

McCarthy, K. J., & Dolfsma, W. (2014). Neutral media? Evidence of
media bias and its economic impact. Review of Social Economy,
72(1), 42-54.

Meidinger, E. (1987). Regulatory culture: A theoretical outline. Law
& Policy, 9(4), 355-386.

Morton, J. C. (2005). The development of a compliance culture. Jour-
nal of Investment Compliance, 6(4), 59—-66.

Newton, A. (2001). Compliance is not enough: getting the ethical cul-
ture right in your firm. Retrieved July 2, 2014, from http://www.
securities-institute.org.uk/SI/IMAGES/files/Integrity AndEthics/
ethics.pdf.

Nielsen, V. L., & Parker, C. (2012). Mixed motives: Economic, Social
and normative motivations in business compliance. Law and
Policy, 34(4), 428-462.

O’Brien, J., Gilligan, G., & Miller, S. (2014). Culture and the future
of financial regulation: how to embed restraint in the interests
of systemic stability. Law and Financial Markets Review, 8(2),
115-133.

Oliver, C. (1991). Strategic responses to institutional processes. Acad-
emy of Management Review, 16(1), 145-179.

@ Springer


https://www.fca.org.uk/news/press-releases/lloyds-banking-group-fined-%C2%A3117m-failing-handle-ppi-complaints-fairly
https://www.fca.org.uk/news/press-releases/lloyds-banking-group-fined-%C2%A3117m-failing-handle-ppi-complaints-fairly
https://www.fca.org.uk/news/press-releases/lloyds-banking-group-fined-%C2%A3117m-failing-handle-ppi-complaints-fairly
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A3284432000-forex-failings
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A3284432000-forex-failings
https://www.fca.org.uk/news/press-releases/fca-fines-barclays-%C2%A3284432000-forex-failings
https://www.fca.org.uk/news/press-releases/deutsche-bank-fined-%C2%A3227-million-financial-conduct-authority-libor-and-euribor
https://www.fca.org.uk/news/press-releases/deutsche-bank-fined-%C2%A3227-million-financial-conduct-authority-libor-and-euribor
https://www.fca.org.uk/news/press-releases/deutsche-bank-fined-%C2%A3227-million-financial-conduct-authority-libor-and-euribor
https://www.fca.org.uk/news/press-releases/fca-fines-merrill-lynch-international-%C2%A3132-million-transaction-reporting
https://www.fca.org.uk/news/press-releases/fca-fines-merrill-lynch-international-%C2%A3132-million-transaction-reporting
https://www.fca.org.uk/news/press-releases/fca-fines-merrill-lynch-international-%C2%A3132-million-transaction-reporting
https://www.fca.org.uk/news/press-releases/fca-fines-bank-new-york-mellon-london-branch-and-bank-new-york-mellon
https://www.fca.org.uk/news/press-releases/fca-fines-bank-new-york-mellon-london-branch-and-bank-new-york-mellon
https://www.fca.org.uk/news/press-releases/fca-fines-bank-new-york-mellon-london-branch-and-bank-new-york-mellon
https://www.fca.org.uk/news/press-releases/clydesdale-bank-fined-%C2%A320678300-serious-failings-ppi-complaint-handling
https://www.fca.org.uk/news/press-releases/clydesdale-bank-fined-%C2%A320678300-serious-failings-ppi-complaint-handling
https://www.fca.org.uk/news/press-releases/clydesdale-bank-fined-%C2%A320678300-serious-failings-ppi-complaint-handling
https://www.fca.org.uk/news/press-releases/financial-conduct-authority-imposes-%C2%A321m-fine-and-places-restriction-bank-beirut
https://www.fca.org.uk/news/press-releases/financial-conduct-authority-imposes-%C2%A321m-fine-and-places-restriction-bank-beirut
https://www.fca.org.uk/news/press-releases/financial-conduct-authority-imposes-%C2%A321m-fine-and-places-restriction-bank-beirut
https://www.fca.org.uk/news/press-releases/fca-fines-aviva-investors-%C2%A3176m-systems-and-controls-failings-led-its-failure
https://www.fca.org.uk/news/press-releases/fca-fines-aviva-investors-%C2%A3176m-systems-and-controls-failings-led-its-failure
https://www.fca.org.uk/news/press-releases/fca-fines-aviva-investors-%C2%A3176m-systems-and-controls-failings-led-its-failure
https://www.fca.org.uk/news/press-releases/almost-4000-customers-due-redress-totalling-%C2%A317-million-payday-firm-casheuronet
https://www.fca.org.uk/news/press-releases/almost-4000-customers-due-redress-totalling-%C2%A317-million-payday-firm-casheuronet
https://www.fca.org.uk/news/press-releases/almost-4000-customers-due-redress-totalling-%C2%A317-million-payday-firm-casheuronet
https://www.fca.org.uk/news/press-releases/payday-lender-dollar-provide-%C2%A3154-million-redress-over-147000-customers
https://www.fca.org.uk/news/press-releases/payday-lender-dollar-provide-%C2%A3154-million-redress-over-147000-customers
https://www.fca.org.uk/news/press-releases/payday-lender-dollar-provide-%C2%A3154-million-redress-over-147000-customers
https://www.fca.org.uk/news/press-releases/payday-lender-cash-genie-provide-%C2%A320-million-redress-over-92000-customers
https://www.fca.org.uk/news/press-releases/payday-lender-cash-genie-provide-%C2%A320-million-redress-over-92000-customers
https://www.fca.org.uk/news/press-releases/payday-lender-cash-genie-provide-%C2%A320-million-redress-over-92000-customers
https://www.fca.org.uk/publication/occasional-papers/op16-24.pdf
https://www.fca.org.uk/publication/occasional-papers/op16-24.pdf
https://www.fca.org.uk/news/speeches/culture-conduct-extending-accountability-regime
https://www.fca.org.uk/news/speeches/culture-conduct-extending-accountability-regime
https://www.fca.org.uk/news/speeches/culture-conduct-extending-accountability-regime
https://www.frc.org.uk/Our-Work/Publications/Corporate-Governance/Corporate-Culture-and-the-Role-of-Boards-Report-o.pdf
https://www.frc.org.uk/Our-Work/Publications/Corporate-Governance/Corporate-Culture-and-the-Role-of-Boards-Report-o.pdf
https://www.frc.org.uk/Our-Work/Publications/Corporate-Governance/Corporate-Culture-and-the-Role-of-Boards-Report-o.pdf
http://www.fca.org.uk/static/fca/documents/fsa-tcf-culture.pdf
http://www.fca.org.uk/static/fca/documents/fsa-tcf-culture.pdf
http://www.securities-institute.org.uk/SI/IMAGES/files/IntegrityAndEthics/ethics.pdf
http://www.securities-institute.org.uk/SI/IMAGES/files/IntegrityAndEthics/ethics.pdf
http://www.securities-institute.org.uk/SI/IMAGES/files/IntegrityAndEthics/ethics.pdf

80

W. M. Burdon, M. K. Sorour

Parker, C. (2000). The ethics of advising on regulatory compliance:
autonomy or interdependence? Journal of Business Ethics, 28,
339-351.

Parker, C. (2006). The ‘Compliance Trap’: The moral message in
responsive regulatory enforcement. Law and Society Review,
40(3), 591-622.

Pérezts, M., & Picard, S. (2015). Compliance or comfort zone? The
work of embedded ethics in performing regulation. Journal of
Business Ethics, 31(4), 1-20.

PRA (2014). The use of PRA powers to address serious failings in
the culture of firms. Retrieved June 25, 2014, from http://www.
bankofengland.co.uk/pra/Pages/publications/powersculture.aspx.

Ring, P. J., Bryce, C., McKinney, R., & Webb, R. (2016). Taking
notice of risk culture—The regulators approach. Journal of Risk
Research, 19(3), 364-387.

Rossi, C. L. (2010). Compliance: An over-looked business strategy.
International Journal of Social Economics, 37(10), 816-831.

Schein, E. H. (1985). Organizational Culture And Leadership. San
Francisco: Jossey-Bass.

Schreier, M. (2012). Qualitative Content Analysis in Practice. Thou-
sand Oaks: Sage Publications.

Scott, W. S. (2014). Institutes and Organizations: Volume 4. Thousand
Oaks: Sage Publishing.

SEC (2003). The Culture of Compliance. Speech by Lori Richards,
Director, Office of Compliance Inspections and Examinations,
US Securities and Exchange Commission, April 23, 2003,
Retrieved July 9, 2014, from http://www.sec.gov/news/speech/
spch042303lar.htm.

Snider, J., Hill, R. P., & Martin, D. (2003). Corporate social responsi-
bility in the 21st century: A view from the world’s most success-
ful firms. Journal of Business Ethics, 48(2), 175-187.

Stemler, S. (2001). An overview of content analysis. Practical Assess-
ment, Research & Evaluation, 7(17), 137-146.

Strauss, A., & Corbin, J. M. (1990). Basics of Qualitative Research:
Grounded Theory Procedures and Techniques. Thousand Oaks:
Sage Publications, Inc.

Suchman, M. C. (1995). Managing legitimacy: Strategic and insti-
tutional approaches. Academy of Management Review, 20(3),
571-610.

@ Springer

Suddaby, R., Bitektine, A., & Haack, P. (2017). Legitimacy. Academy
of Management Annals, 11(1), 451-478.

Sutton, R. I., & Callahan, A. L. (1987). The stigma of bankruptcy:
Spoiled organizational image and its management. Academy of
Management Journal, 30(3), 405-436.

UK Finance (2017). Auditing your culture: How to exceed the FCA’s
expectations. Advertised event September 2017. https://www.
ukfinance.org.uk/training/auditing-your-culture-how-to-excee
d-the-fcas-expectations/.

Verhezen, P. (2010). Giving voice in a culture of silence. From a cul-
ture of compliance to a culture of integrity. Journal of Business
Ethics, 96, 187-206.

Weaver, R. K. (2014). Compliance regimes and barriers to behavioral
change. Governance, 27(2), 243-265.

Yeung, K. (2002). Is the use of informal adverse publicity a legitimate
regulatory compliance technique? Paper presented at the Aus-
tralian Institute of Criminology Conference on Current Issues
in Regulation: Enforcement and Compliance, Melbourne 2-3
September. Retrieved June 20, 2014, from http://www.aic.gov.
au/media_library/conferences/regulation/yeung.pdf.

Zaal, R. O., Jeurissen, R. J., & Groenland, E. A. (2017). Organizational
architecture, ethical culture, and perceived unethical behavior
towards customers: evidence from wholesale banking. Journal
of Business Ethics. https://doi.org/10.1007/s10551-017-3752-7.

Zajac, E. J., & Westphal, J. D. (1995). Accounting for the explanations
of CEO compensation: Substance and symbolism. Administrative
Science Quarterly, 40(2), 283-308.

Zubcic, J., & Sims, R. (2011). Examining the link between enforcement
activity and corporate compliance by Australian companies and
the implications for regulators. International Journal of Law and
Management, 53(4), 299-308.

Zyglidopoulos, S. C., Fleming, P. J., & Rothenberg, S. (2009). Ration-
alization, overcompensation and the escalation of corruption in
organizations. Journal of Business Ethics, 84(S1), 65-73. https
://doi.org/10.1007/s10551-008-9685-4.


http://www.bankofengland.co.uk/pra/Pages/publications/powersculture.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/powersculture.aspx
http://www.sec.gov/news/speech/spch042303lar.htm
http://www.sec.gov/news/speech/spch042303lar.htm
https://www.ukfinance.org.uk/training/auditing-your-culture-how-to-exceed-the-fcas-expectations/
https://www.ukfinance.org.uk/training/auditing-your-culture-how-to-exceed-the-fcas-expectations/
https://www.ukfinance.org.uk/training/auditing-your-culture-how-to-exceed-the-fcas-expectations/
http://www.aic.gov.au/media_library/conferences/regulation/yeung.pdf
http://www.aic.gov.au/media_library/conferences/regulation/yeung.pdf
https://doi.org/10.1007/s10551-017-3752-7
https://doi.org/10.1007/s10551-008-9685-4
https://doi.org/10.1007/s10551-008-9685-4

	Institutional Theory and Evolution of   ‘A Legitimate’ Compliance Culture: The Case of the UK Financial Service Sector
	Abstract
	Introduction
	Literature Review
	Understanding Compliance Culture—Approaches Adopted by Firms
	Regulatory Pillar, Legitimacy and Compliance
	Normative and Cultural Pressures, Legitimacy and Compliance


	Methodology
	Findings and Discussion
	Coercive Isomorphism—Actions of the Regulator Pressuring Violating Banks
	Theme 1: Culture Deficiencies
	Theme 2: Shortfall in Behaviours
	Theme 3: Cooperative ‘Working Together’
	Theme 4: Disregard for the Regulatory Response

	Mimetic Isomorphism: Violators’ Regret Statements
	Normative Isomorphism—Learning, Adapting and Collaborating in Response to Sanction
	Normative Isomorphism Evidenced in Endorsed (Legitimate) Firms
	A State of ‘Evolutionary Compliance’?
	Next Steps–Embracing a ‘Holistic’ Approach to Compliance

	Conclusion, Limitations and Future Research
	References




