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Point of view
The financial crisis of 2007 - 2009: Ignored warnings, unasked questions, and 
mismanaged risk.

Will your organization repeat—or learn from—these mistakes?

“We conclude this financial crisis was avoidable. 
The crisis was the result of human action and 
inaction, not of Mother Nature or computer 
models gone haywire. The captains of finance and 
the public stewards of our financial system 
ignored warnings and failed to question, 
understand, and manage evolving risks within a 
system essential to the well-being of the American 
public. Theirs was a big miss, not a stumble…
We conclude dramatic failures of corporate 
governance and risk management at many 
systemically important financial institutions were 
a key cause of this crisis.”

– Financial Crisis Inquiry Commission1

1 The Financial Crisis Inquiry Report, Final Report of the National Commission on the Causes of the Financial and Economic Crisis in the United States, Official Government Edition, January 2011. 

Available from: http://www.fcic.gov/report
2 Association of Certified Fraud Examiners, ―Tone at the Top: How Management Can Prevent Fraud in the Workplace.‖ Available from: http://www.acfe.com/documents/tone-at-the-top-research.pdf.

“It is crucial to a company’s success for executives 
and management to set an ethical example (or 
tone) of how their employees should behave in the 
workplace. When those in top positions set the 
wrong, unethical example by committing fraud, 
their employees will take heed and follow in their 
bosses’ fraudulent footsteps, creating an entire 
culture of workplace fraud. When executives put 
pressure on their employees to meet unrealistic 
goals to yield profits for the company, they are 
essentially forcing employees to do whatever it 
takes to achieve those goals, whether they achieve 
those goals improperly or not. In their minds, the 
end justifies the means.”

– Tone at the Top: How Management Can 
Prevent Fraud in the Workplace2

http://www.fcic.gov/report
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Point of view
Risk management is much more than formal policies and procedures. It is about building a 
corporate culture where the right people do the right thing at the right time.

Effective risk management still means mitigation, compliance, and control. However, it increasingly depends 
on corporate culture for motivation, promotion, and support—starting at the top but requiring cross-functional 
leadership responsibility from the business lines, risk, and human resources. A successful risk culture depends 
on all of the following:
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Point of view
Banks are entering an era of heightened regulatory expectations, and regulators will be 
increasingly focused on risk reporting and decision making.

¹ PricewaterhouseCoopers LLP 14th Annual Global CEO Survey 2011. www.pwc.com/ceosurvey

Regulatory focus 
area

Description

Heightened 
regulatory 
expectations for risk 
management 
coverage and 
oversight

 Regulators are calling upon financial institutions to significantly improve company-wide risk 
management and oversight. 

 New banking laws affecting most consumer products and derivatives trading and settlement will 
introduce additional levels of risk scrutiny and analysis. 

Growing demand 
for more 
transparent, 
consolidated risk 
information

 As the financial crisis played out, the board and senior management often reviewed high-level 
reports that lacked the detailed data needed to identify and manage risks. 

 In other instances, detailed information was provided, but the board either lacked the necessary 
expertise to aggregate this information into a comprehensive, enterprise-wide risk view; or they 
could not determine the impact of a given risk on the organizational risk profile.

Stronger focus on 
integrating risk 
management into 
the decision-making 
process

 Financial services leaders are far more likely than their peers in other industries to strongly
emphasize risk management—particularly when it comes to allocating resources to risk-related 
information gathering and analysis; integrating risk management with their business units; 
reassessing risk tolerance; and preparing for systemic risk and low-probability, high-impact 
events.

 Despite the increased emphasis on risk, leaders continue to put more focus on integrating risk 
management into the business. According to PwC’s 2011 survey of CEOs worldwide, 89% of CEOs 
have changed their risk management strategies between 2009 – 2011. 67% of CEOs have done so 
by formally incorporating risk scenarios into their strategic business planning.1 
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Point of view
Poorly designed compensation systems, combined with a lack of consequences for risky 
behavior, have been deemed major culprits in the downfall of several financial institutions.

The issue of incentives has been much debated of late— especially in the court of public opinion. 

Many commentators have focused on the level of compensation and a perceived disconnect between risk-adjusted 
performance and true profitability. Many who have participated in the debate have noted that compensation in the financial 
sectors—much of it in the form of annual bonuses—has skewed corporate growth strategies towards risky activities which 
generate quick, but often unsustainable, profits.

To that end, there are increasing calls for fundamental changes in compensation systems, including vesting 
periods for options and mechanisms that trigger bonus forfeiture amid reckless risk taking or lagging 
performance. 

1 The Financial Crisis Inquiry Report, Final Report of the National Commission on the Causes of the Financial and Economic Crisis in the United States, Official Government Edition, January 2011. Available 

from: http://www.fcic.gov/report

―Compensation systems—designed in an 
environment of cheap money, intense competition, 
and light regulation—too often rewarded the quick 
deal, the short-term gain—without proper 
consideration of long-term consequences. Often, 
those systems encouraged the big bet—where the 
payoff on the upside could be huge and the 
downside limited.‖

– Financial Crisis Inquiry Commission1

Compensation in financial and non-financial sectors

Source: The Financial Crisis Inquiry Report, figure 4.1 1
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Point of view
Before and during the financial crisis, many financial institutions did not foster an 
environment where employees felt comfortable reporting risky and/or unethical behaviors.

Pressure to meet Wall 
Street expectations

Bonuses, stock options, and 
other incentives driving risky 
decisions

Management’s behavior and 
tone of focusing on bottom 
line performance

According to a 2009 survey of over 3,000 employees, 37% did not report misconduct 
that they observed at their companies.1 A 2005 survey examined the primary reasons 
why employees did not report misconduct:2

Employees did not believe that anything would be 
done to address the inappropriate behaviors they 
observed.

Employees were concerned that their identities and 
suspicions would be revealed.

Employees felt that if they came forward, they would 
suffer mistreatment by superiors or colleagues.

Employees were uncertain of the proper protocols 
for reporting the behaviors.

Factors contributing to risky 
or unethical behaviors

Reasons why employees do not report observed risky 
or unethical behaviors

1 2009 National Business Ethics Survey. Available from: http://www.ethics.org/nbes/files/nbes-final.pdf
2 Association of Certified Fraud Examiners, ―Tone at the Top: How Management Can Prevent Fraud in the Workplace.‖ Available from: http://www.acfe.com/documents/tone-at-the-top-research.pdf.

Unreported risky and/or unethical behaviors
Risky and/or unethical 
behaviors

No corrective action

No confidentiality of 
reports

Retaliation by 
superiors or 
colleagues

Unsure whom to 
contact
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Businesses with risk-focused cultures, leadership, and organizational structures 
outperformed their peers in weathering the financial crisis of 2007-2009.1

Point of view

Businesses that outperformed peersBusinesses that underperformed peers

 Joint, in-depth discussions between the CEO 
and management teams concerning significant 
enterprise-wide risks were business-as-usual.

 The organization’s leadership was more 
proactive than competitors in avoiding or 
eliminating certain products or transactions 
from portfolios.

 Risk management was often isolated within the risk 
management team and not viewed as critical to 
business decisions. 

 Management teams often developed tunnel vision, 
focusing on meeting the financial goals of the group at 
all costs. In some cases, business-line risk managers 
were marginalized or terminated because of 
disagreements with the business heads. 

 The CRO reported directly to the CEO or 
chairperson and participated actively in the 
process of making business decisions.

 Different points of view were respected, and 
critical decisions were made after a full and 
honest debate, with the risk, finance, and audit 
functions having a seat at the table.

 The CRO and CFO did not report directly to the CEO 
or the chairman, were viewed as support functions, 
and were excluded from pivotal business decisions. As 
a result, they could not provide guidance on risk 
issues to the business or escalate risk management 
concerns to senior management and, if needed, the 
board.

 Internal audit reviewed key business areas each year, 
but the function was widely considered ineffective at 
identifying material risks and proposing practical 
solutions for addressing them.
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1 ―Risky Business: Why Managing the Risks of Evolving Business Models Is the Key to Avoiding the Next Financial Crisis,‖ PwC FS Viewpoint, January 2011. 

Available from www.pwc.com/fsi
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Point of view

We see the risk groups' role shifting toward risk advisory and away from internal policing and compliance. 

As risk advisors to other internal functions, the group can serve as an effective business partner and act as a key player in
business planning, by embedding risk considerations into appropriate business decisions. For example, if a business function 
decides to target a new customer group or market segment, the risk management group works closely with other stakeholders to 
understand this decision and to provide risk counsel as part of the business development decision—not as an afterthought.

Risk managers are starting to define and communicate the separate and complementary roles and 
responsibilities of the risk management function and business unit management. 

When well executed, such clarity can strengthen the quality of oversight and the sense of risk ownership in the business. Too
often, the business unit risk manager does not have the adequate tools or resources to properly evaluate risks—potentially 
causing risks to be overlooked or triggering costly delays in decision making. 

Financial institutions remain at risk relative to business-model change, and should gain a better 
understanding and control over incremental, yet cumulatively significant, business-model changes.

We recommend a number of practical steps to address the strategic risk gap, including:

 Establishment of a strategic risk function—This function would be specifically focused on identifying and 
understanding the business model on a product-by-product basis throughout the geographic spread of the organization. The 
function could be established at a business-unit level, with some geographic overlay.

 Periodic ―deep dive‖ business-model reviews—These reviews would be driven, in partnership, by management and 
risk, and cover risks in areas such as product structure, funding, current and target client segments, and legal 
structures/jurisdictions. These reviews would result in a strategic risk assessment and rating, along with timely actions to ―de-
risk‖ or increase risk in certain parts of the business.

 Integration of strategic risk into the entire framework and new product process—Strategic risk should be 
considered when setting risk appetite and when evaluating, reporting, and reviewing risk. This will allow a more holistic view 
of the risk level inherent in the business and facilitate the most appropriate business decisions from a risk/reward perspective. 

At leading institutions, there has been a fundamental shift in in the firm’s overall risk 
culture, with risk groups moving toward acting as risk advisors and business partners. 
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The three lines of defense should be embedded in the institution’s culture, its 
organizational structure, and its management processes.

The three lines of defense outline the institution’s internal risk management posture. Each line—the business, 
the independent risk management function, and the internal audit function—has specific responsibilities with 
respect to risk identification, assessment, management, oversight, compliance, and control. 

Business 
(1st Line)

Risk Management 
(2nd Line)

Internal Audit 
(3rd Line)

 Responsible for identifying, 
assessing, managing, and 
controlling the risks it takes or is 
exposed to while conducting its 
activities.

 This principle:

– Applies across risk types.

– Places ultimate accountability 
for the management of risk with 
the CEO/chairman and the 
business heads.

– Implies that the business must 
absorb losses resulting from risk 
events.

– May prompt line of business 
leaders to appoint staff within 
the business units to assist them 
in discharging their 
responsibilities with respect to 
risk management.

 Responsible for providing risk oversight to 
the business (but not for management of 
risk).

 Key responsibilities:

– Risk management policies, standards, tools, 
methodologies, and programs.

– Clear understanding of strategy, business 
architecture, and risk profile of the 
business.

– Independent guidance and advice to the 
business in implementing risk policies and 
programs.

– Oversight of all risks across all businesses.

– Independent risk monitoring and 
reporting.

– Independent escalation of risk management 
gaps, issues, and concerns.

– Risk aggregation and a portfolio view of 
risks.

 Responsible for providing an 
independent, periodic assessment 
of the risk management and 
internal control systems to the 
board.

 Scope includes: 

– Compliance with policies and 
standards.

– Effectiveness of the independent 
risk management function.

– Completeness and accuracy of 
information.

Point of view
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Point of view
Effective risk management increasingly depends on the corporate culture to motivate, 
promote, and support risk management policies and procedures.

Too often, key decisions are made by employees without 
the input of leaders who have visibility to the 
organization’s complete risk profile. To make matters 
worse, the formal authority to make decisions which 
create risk frequently is not aligned with those who are 
capable of recognizing—and responsible for managing—
those risks.

Organizations should identify critical 
business decisions that impact a company's 
risk profile and provide visibility into these 
decisions. Day-to-day behaviors should align 
with formal decision rights. 

Cultural issues we observe Leading firm practices

Governance and organization—Decision rights

While risk policies and procedures may be in place, 
organizational leaders who do not ―walk the walk‖ risk 
losing buy-in from their employees. Leaders can influence 
the way employees behave and view the importance of risk 
management through their example.

Leaders should ―walk the walk,‖ not only 
―talk the talk,‖ to set the organization’s risk 
culture. While balancing short- and long-
term objectives for the organization, leaders 
should communicate the importance of risk 
compliance by demonstrating its values every 
day.

Leadership



PwC

12

Cure for the Common Culture:

Building Effective Risk Cultures at Financial Institutions

Point of view
Effective risk management increasingly depends on the corporate culture to motivate, 
promote, and support risk management policies and procedures. (Continued)

Many corporate environments–especially in the 
financial services sector–have a history of valuing 
corporate performance over risk management. Without 
adequate communication channels and support, 
employees may be discouraged from reporting potential 
risks, for fear of hurting financial performance or 
retaliation from colleagues.

Leadership should have a communications 
strategy which promotes and sustains the 
desired risk culture. In addition, mechanisms 
should be in place to support and facilitate: 
escalation, rapid response, investigation, and 
attention by the relevant decision making 
committees.

Cultural issues we observe Leading firm practices

Communication—Reporting and communications

Risks can be more effectively managed when they are 
controlled at the point of initiation – typically, within the 
business unit. Despite an increase in board-level support 
driven by a heightened regulatory environment, 
collaboration between corporate risk and front office 
functions remains low. Incentives, objectives, and level of 
influence are often mismatched, straining the risk-front 
office relationship and making collaboration and risk 
management difficult. 

When treatment, incentives, and influence 
are equal between the risk function and the 
business, there tends to be more 
collaboration within the organization and a 
stronger risk culture. While there is no single 
right way to foster collaboration, there are 
many actions leaders can take to encourage 
and support it.

Governance and organization—Collaboration between functions



PwC

13

Cure for the Common Culture:

Building Effective Risk Cultures at Financial Institutions

Point of view
Effective risk management increasingly depends on the corporate culture to motivate, 
promote, and support risk management policies and procedures. (Continued)

Employees in key positions may not have the necessary 
background or training to recognize and/or manage risk 
issues. Personnel who do have risk training and knowledge 
of the business may be discouraged from continuing in the 
risk role with the organization if there is not a clear career 
development path which reinforces their experience.

Organizational culture is sustained by the 
selection of new members whose value systems 
are compatible with the culture and through 
the orientation and socialization processes. All 
stages of the talent development process should 
be aligned with and reinforce the organization’s 
goals and risk culture. 

Cultural issues we observe Leading firm practices

In many companies, compensation is closely linked with 
annual financial performance – thus encouraging 
individuals to take risks which have the most upside 
potential for near-term financial gain. 

Compensation and risk-adjusted 
performance should be connected to one 
another. In addition, employees who violate 
risk policies should face consequences for not 
complying with risk policies.

Talent management—Performance management

Talent management—Talent acquisition and development
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Point of view
Effective risk management increasingly depends on the corporate culture to motivate, 
promote, and support risk management policies and procedures. (Continued)

When financial institutions conduct business in other 
countries, they assume geographical risk inherent in the 
local office culture. Employees in these countries have 
local practices driven by the regulatory environment, 
political climate, history of law enforcement, or customs 
which may not always align with that of the corporate 
culture.

Organizations should establish consistent 
global operating norms so that each region 
understands and follows the corporation’s 
policies, procedures, processes, and guidelines 
related to risk. These norms should make 
certain that corporate culture supersedes the 
regional culture with respect to risk adherence.

Cultural issues we observe Leading firm practices

Global operating norms

During the financial crisis, risks being taken within 
individual lines of business may have been well 
understood, but how those risks were correlated, and their 
cumulative impact on the organizational risk profile, were 
not. The lack of a portfolio view of risk is due, in part, to 
fragmented technology and inadequate risk reporting. 

Many financial institutions are investing in 
technology upgrades, driven in part by pressure 
from regulators. Firms are investing in 
establishing processes and tools to mine, 
manage, and interpret the myriad of data 
across the domains of product, customer, 
finance, and workforce, which is required to 
support integrated decision making and enable 
effective governance.

Technology and infrastructure
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Point of view
The consequences of failing to build an effective risk culture can have long-term and far-
reaching effects.

Undesirable behaviors Potential consequences

 Firms are subject to regulatory fines and 
increased scrutiny by the public, customers, 
and vendors.

 Adverse impact on external brand and 
reputation.

 Potential loss of business.
 Increased risk profile, potentially impacting 

corporate ratings and access to capital.

 Leaders and staff don't operate against a 
consistent, defined code of conduct.

 There are few incentives for demonstrating 
risk-based conduct, leading to poor 
understanding of corporate expectations and 
values.

 Risks are not escalated and mitigated on a 
timely basis.

 Employees are less engaged and demonstrate a 
lack of professionalism and loyalty to the firm.

 Loss of talent—firm is unable to hire the right 
profile of employee; experienced employees 
may migrate to other firms with stronger risk 
cultures or alternative business models.



Section 2

Competitive intelligence 
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Competitive intelligence
Financial institutions that execute well in the following areas are better able to build an 
effective risk culture.

Area of focus Leading practices

Leadership  Leadership sets the tone at the top through demonstration of behaviors consistent with risk culture.

 Leaders reward and punish actions which violate core values and behaviors, with no exceptions.

 Early identification and escalation of business risks encouraged.

Governance and 

organization

 Key risk-related business decisions are clearly defined and assigned appropriately.

 Decisions made based on facts/supporting analysis, including a holistic risk impact assessment, executed consistently.

 Risk function seen as a strategic business partner to lines of business, facilitates sharing knowledge and good practices.

 Regardless of reporting relationships, high degree of collaboration between Risk and the Line of Business.

Communications  Risk awareness and education materials shared across functions, businesses, and geographies.

 Early warning signals/emerging risks communicated on a proactive basis.

 High degree of transparency, with risk portfolio defined, reporting dashboards established, and a mix of leading and 

lagging risk indicators tracked.

Talent 

management

 Pivotal talent and high performers consistently demonstrate core strengths in risk and business management.

 Incentives, rewards, and compensation framework aligned with the organization’s risk profile.

 Formal onboarding and recurring mandatory ethics, compliance and risk training and awareness programs.

 Rigorous recruiting process that embeds risk characteristics into employee hiring requirements; focus on how candidates 

achieve results just as much as the candidates academics and prior work experience.

 Balance of intrinsic and extrinsic motivators.

Global operating 

norms

 Clear definition of non-negotiable risk management practices expected by Global Head Office or Holding Company.

 Each region is empowered to customize risk management practices, within certain thresholds and in compliance with 

local regulations, legislation, and national cultures.

 Independent global audit group that reviews and mandates adherence to company risk management policies.

 Risks triggered in one geography are analyzed for their impact on the global risk portfolio.

Technology and 

infrastructure

 Technology infrastructure and risk reporting allow a comprehensive, portfolio view of risk across the organization.

 Technology platform used to deliver and record certification for mandatory ethics, compliance, and risk training.

 Relevant business data is available and analyzed through common support tools to analyze the impacts of key business 

decisions and enhance decision making outcomes.
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Competitive intelligence
While all six areas of focus are needed to build an effective risk culture, some areas have 
more impact on the culture than others.

By placing the right people in the right positions with the right decision authority, an organization can accelerate implementation. As 
with any global change, communication, change management, and reinforcement through appropriate incentives and rewards is a 
key step to making change stick.

Ease of implementation

High (H) 

Difficult (D)

Low (L)
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Governance and 

organization

Communications

Leadership Talent 

management

Global operating 

norms

Size represents 

degree of effort

(L) low — (H) high

Risk (H) Distributed workforce, 

expanded footprint and scale of 

business

Ease (D) Intercultural 

management complexity

Effort (H) Due to scale and 

complexity

Risk (H) Tone at

the top set by 

autocratic leadership

Ease (E) Small 

number of 

individuals to 

change; ownership 

and accountable for 

risk

Effort (H) Due to 

scale and 

complexity

Technology

and infrastructure

Risk (M) Reliant on individuals to escalate risks

Ease (D) Intercultural management complexity

Effort (H) Due to frequency

Risk (H) Volume and 

control exercised by 

employees

Ease (D) Challenges 

in controlling large 

employee population

Effort (M) Ongoing 

coordination and 

management of 

employees

Risk (H) Distributed infrastructure, multiple 

applications and users

Ease (D) Global deployment, custom-built, inflexible 

systems

Effort (H) Due to scale, complexity and resource 

needs

Risk (M) Structure and decision rights design drive the degree of risk

Ease (M) Smaller number of stakeholders involved in design and launch

Effort (M) Assessment and design of Governance and organization model
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Competitive intelligence
Our industry experience reveals that few institutions execute leading practices across all six 
areas. The following are industry observations related to leadership.

Area of focus Financial institution A Financial institution B Financial institution C

Leadership On par:

 An executive leader was appointed 

to drive the global implementation of 

a multi-year risk reengineering 

program to enable realization of the 

following outcomes: 

― Establishing consistent 

leadership behaviors across a 

broad geographic footprint.

― Encouraging staff to proactively 

identify and escalate risks.

― Developing a culture where 

individuals felt comfortable 

challenging the well-established 

―command and control‖ 

leadership model.

Lagging practice:

 The institution implemented a 

project to unify the cultures of 

several recently acquired regional 

banks. Both banks operated against 

new behaviors required by the 

newly integrated bank. 

Subsequently, leaders were 

mobilized to address a number of 

these current state and historical 

risk culture challenges:

― Supporting incumbent leaders in 

designing and implementing new 

standards, behaviors, and 

working norms, while their future 

positions with the institution 

remained uncertain.

― Assessing the gaps between 

legacy, current, and target state 

culture.

― Inconsistent behavioral 

expectations and norms in the 

various legacy environments 

arising from multiple 

acquisitions.

Leading practice:

 An investment management firm 

developed its own set of 

management principles to clearly 

define and communicate 

expectations of leaders and staff. 

This manifested itself in several 

ways:

― Clear tone at the top regarding 

expected behaviors was 

communicated by the CEO.

― Leaders consistently reinforced 

the implementation of common 

management principles.

― Leaders encouraged staff to 

logically debate and challenge 

business decisions.
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Competitive intelligence

Area of focus Financial institution A Financial institution B Financial institution C

Governance and 

organization—

Decision rights

Leading practice:

 The institution simplified its global 

governance model by:

― Rationalizing a large number of 

committees established at a 

global, regional and country 

level.

― Enabling consistent decision-

making across governance 

committees by leveraging 

common decision support tools 

such as business impact 

assessments and portfolio and 

financial analysis models.

― Implementing decision approval 

processes which required a 

broad-based impact assessment 

(across functions, lines of 

business, geographies) prior to 

approval.

Leading practice:

 The bank rapidly deployed its 

governance model to accelerate 

cultural integration through the 

multiple acquired banks:

― A deliberately low number of 

executives and decision making 

committees were established to 

facilitate consistent decision-

making and enhance ability to 

assess impacts across the 

organization.

― It is clear which business 

executives are accountable for 

making or providing input into 

key business decisions.

― Prior to approvals, major 

business decisions are analyzed 

for regulatory, legal, and 

compliance factors.

― There is high transparency of 

decisions at executive 

management level; however 

there is a need to improve 

consistency when cascading 

business decisions to lower 

levels of management.

On par:

 The firm deploys a non-traditional 

form of governance and decision 

making:

― Few permanently established 

governance committees; 

management prefers to create 

and retire committee as needed.

― Strong culture of management 

by consensus.

― Rigorous analysis and debate 

occurs in committees before any 

decision are approved.

― End-to-end decision-making 

cycle time is longer than 

comparable firms, however the 

benefits of minimal rework, 

stakeholder buy-in, and rigorous 

fact-based and analytical testing 

are used as supporting rationale. 

Our industry experience reveals that few institutions execute leading practices across all six 
areas. The following are industry observations related to decision rights.
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Competitive intelligence

Area of focus Financial institution A Financial institution B Financial institution C

Governance and 

organization—

Collaboration

Lagging practice:

 While governance practices 

were refined, the traditional 

organization model remained in-

tact, leading to a number of 

organizational challenges:

― Centralized risk function, with 

the business risk managers 

aligned to lines of business, 

functions, and regions.

― Risk management seen as a 

control function, not a 

business partner.

― Risk function independently 

initiates risk reviews and risk 

mitigation programs without 

input from business.

Lagging practice:

 Similarly, a traditional risk 

organization model was deployed, 

with increased collaboration with 

other corporate functions:

― Risk managers are not 

embedded and do not partner 

with the front-office lines of 

business.

― Legal, compliance, and audit 

departments partner with the 

risk function to complete 

broad-based risk reviews.

Leading practice:

 The firm operates in a self-organizing 

manner to manage and mitigate risks on 

an ongoing basis:

― Consensus-driven management style 

enables a high degree of collaboration 

across functions.

― Rotation of leadership and staff 

through multiple functions increases 

organizational collaboration.

― Risk identification and real-time 

escalation is embedded in 

management decision-making.

― Risks are identified for every decision 

accompanied by details for risk 

analysis and mitigation plans.

Our industry experience reveals that few institutions execute leading practices across all six 
areas. The following are industry observations related to collaboration.
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Competitive intelligence

Area of focus Financial institution A Financial institution B Financial institution C

Communications Lagging practice:

 A minimalist approach has been 

taken to developing the 

communications strategy. Few 

processes and channels have been 

established for communications and 

reporting:

― Global risk management center 

of excellence has been 

established to share knowledge 

and leading practices.

― The institution has established 

infrastructure for employees to 

anonymously escalate risk 

issues to leadership.

― Global risk-related 

communications have been 

deployed to build risk 

awareness.

On par:

 The domestic focus and more 

simplified business model enabled 

this institution to more effectively 

manage risk through broad-based 

communications:

― There is cascading of key 

messages related to risk 

management framework, 

tolerances, and policies.

― Employees have robust channels 

to anonymously alert 

management to risk issues.

― There are risk awareness 

campaigns and communications 

are wide-spread.

Leading practice:

 Risk communications are 

embedded in the execution of daily 

business:

― High degree of transparency; 

common repository of issues log, 

escalated risks, and mitigation 

plans are available to relevant 

staff.

― Communications embedded in 

work and practices with regular 

communications after major 

events.

― Bias for ―over communication‖ 

and rigorous logic-based 

reasoning allows for business 

decisions to be made with due 

consideration of risk.

Our industry experience reveals that few institutions execute leading practices across all six 
areas. The following are industry observations related to communications.
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Retail 
Banking

Commercial 
Banking

Wholesale 
Banking

Sales and 
Trading 

Asset Mgmt. 

Private 
Banking 

Other

Values and incentives
Tone at the top Talent management Compensation ■ Funding (including liquidity) ■ Culture

Business 
evaluationControl and 

validation
Capital 

evaluation
Risk

management 

Organizational structure and operating model Roles and responsibilities Committee structure ■ Policies and procedures

Risk management processes Business model dimensions

Legal
entity

North 
America

EMEA

ASPAC

Subsidiaries

Limited LLC

Mortgages

Consumer 
Loans 

Commercial 
Loans 

Cards

Wealth

Trust 
Products

Derivatives

Risk inventory Risk measures
Stress
testing

Capital 
measures

Performance 
measures

Control 
indicators

Analytics and infrastructure

Risk 
assessment

Business 
planning

Business execution

Technology

Data

Resources

Risk appetite setting

 Strategic planning

Financial planning

Capital budgeting 

and forecasting

New product/new 

business/M&A

Enterprise-level 

limits

Underwriting and 

pricing

Material risk 

identification and 

profile

Risk measurement 

and aggregation

 Stress testing

New product 

approval process

Risk monitoring 

and limits

Daily P&L 

attribution

Corrective actions

 Issue and action 

tracking processes

Capital 

quantification

Capital adequacy 

assessment

Capital/liquidity 

contingency 

planning

Risk-adjusted 

performance 

measurement and 

review (business 

reviews)

Risk and performance 

reporting 

 Incentives and 

compensation

Disclosure

 Internal controls

Validation 

controls (e.g., 

model validation)

 Internal audit 

review

ProductManage-
ment
model

Governance and strategy

Managing risk effectively requires having a risk management framework in place. Risk 
culture forms one of the underlying foundations for managing risk across the institution.

A framework for response



PwC

25

Cure for the Common Culture:

Building Effective Risk Cultures at Financial Institutions

A framework for response
Creating a risk management-focused culture helps ensure that appropriate safeguards are 
in place at all levels of an organization. 

Risk 
management 

culture

Leadership

Governance and 
organization

Communications

Talent 
management

Consistent global 
operating norms

Technology and 
infrastructure

Building an effective risk management 
culture requires that organizations 
have adequate governance in place–
organizational structure, roles and 
responsibilities, and policies and 
procedures must be well-defined. In 
addition, the culture should be 
supported by a system of values and 
incentives– including tone at the top, 
talent, and compensation.

There are six key focus areas 
when creating and sustaining an 
effective risk management 
culture.
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Hold leaders accountable for their actions—they are the role 
models for the organization.

A framework for response—Leadership

Key considerations for 
leaders and senior 
management:

 Are my actions aligned with the 
messages I communicate regarding 
risk?

 Am I creating an environment that 
facilitates adherence to risk policies?

 How are compliance violations 
addressed, and what message does 
this send to employees about the 
importance of risk management and 
compliance?

 How do I make sure that risk 
personnel are adequately involved 
in strategic business decisions?

Executives should demonstrate the right behavior as role 
models on a daily basis and by holding themselves accountable 
for monitoring and enforcement. Their attitudes and actions 
toward risk shape the risk environment and culture. Their 
behavior must exemplify the ethical behavior they want to 
permeate the corporate culture. 

An organization sends an important message about the priority of ethics 
and compliance based on:

How unacceptable 

behavior is dealt 

with.

The place of risk 

functions on an 

organizational chart.

The frequency, 

content, and tone of 

leadership 

communications 

regarding risk.

How early warning 

signals are 

addressed.

Investment in tools 

and processes for 

employees to 

manage risk.

How risk is 

integrated into the 

decision-making 

process.

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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Define and manage critical decisions that impact risk at an 
appropriate level of governance. 

A framework for response—Governance and organization

Decision rights are a fundamental element of effective governance. Have you developed a decision rights structure that assigns 
decision-making permissions to the appropriate levels of accountability?

Key steps Activities Examples

Create inventory  Identify and document decisions that impact the organization’s risk 

exposure.

 Assess likelihood and impact of risks. The impact of a decision 

should be considered holistically around employees, risk, financial, 

and brand considerations. 

 Monitor the risk inventory for potential changes.

 Periodically assess existing products and businesses and evaluate 

how they impact the organization’s current risk profile (e.g., based on 

changes to process, standards, exposure, etc.)

 New product launch that 

carries capital risk

 Change in compensation 

framework

Assign

accountability

 Determine individuals or committees that should be involved in 

reviewing and approving risk decisions.

 Assign responsibility and accountability to the right organizational 

levels.

 Personnel responsible for risk decisions should have the information 

and capabilities necessary to understand how decisions will impact 

organizational risk.

 Board of directors

 Business unit level 

management

 Regional committee

Communicate 

decisions

 Once a decision has been made, it should be documented and 

communicated as soon as possible to all business units/employees 

impacted.

 Targeted communications, 

such as region-specific

 Broad-based communications, 

such as policy changes

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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To foster a culture of collaboration, the risk function needs to partner 
more closely with the business. Collaboration can be encouraged through 
organizational changes, process updates, or investments in technology. 

A framework for response—Governance and organization

There is no one-size-fits-all method to increasing collaboration between the 
business units and the risk function.

Some organizations have increased collaboration by changing the 
organizational structure and moving risk personnel into the business units to 
create a decentralized structure; in others, the same objective is achieved by 
having the Chief Risk Officer report directly to the CEO. 

Other organizations have modified key processes (such as for product 
development or merger/acquisitions) to require consultation from the risk 
function before processes can move forward. Removing technology silos, such 
as developing more unified systems to enable consolidated risk reporting, has 
also helped increase risk consideration in the business unit.

Key considerations:
 Does the risk management function have enough power to override 

decisions from the front office as a check and balance?

 Is the balance that exists between the business and risk functions healthy?

 Is the risk function viewed as an internal police force or a business advisor?

 To what degree are risk personnel involved in business planning efforts?

 How do the organization’s career development policies and structure 
support the movement of risk personnel to the business?

Business 

Unit

Risk 

Function

Business 

Unit

Business 

Unit

Risk 

Policy 

and 

Oversight

Business 

Unit

Business 

Unit

Business 

Unit

Centralized functional structure

Decentralized matrix structure

Example of organizational structure 
supporting collaboration between risk and 
business units

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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Provide supportive channels for communicating and responding to risk 
issues.

A framework for response—Communications

Successful risk cultures use a formal approach to develop upstream and downstream communication channels. These channels 
promote open and honest communication between employees and management. In addition, companies with strong risk culture 
have a strategy for effectively conveying leadership messages to employees.

Conduct stakeholder 
assessment

Design 
communications 
strategy

Enable rapid 
escalation of threats

Institute continuous 
feedback

 Identify and assess

stakeholders 

requirements.

 Review the effectiveness 

of current 

communications and 

reporting mechanisms.

 Designate core 

communication team and 

reporting governance.

 Create stakeholder 

management tracking 

tools.

 Build stakeholder 

awareness and 

commitment.

 Develop a high-level 

communications and 

reporting strategy.

 Develop a detailed 

communications plan.

 Develop key messages 

and an initial 

communication package.

 Create safe channels for 

communication (e.g., 

anonymous hotline, 

email, website etc.)

 Develop ―whistleblower‖ 

policy to formalize non-

retaliation standards.

 Define success metrics.

 Develop escalation and 

response protocols.

 Establish reporting 

process.

 Execute communication 

and reporting activities.

 Monitor and update the 

communicates and 

reporting plan.

 Go live with website(s), 

hot line, email lists.

 Key messaging from 

senior management.

 Evaluate and refine 

stakeholder engagement 

plan, as necessary.

 Measure effectiveness of 

leadership actions and 

ownership.

 Assess and measure 

success metrics.

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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Firms should hire employees who can demonstrate adherence to a set of common values 
consistent with desired behaviors. These behaviors are reinforced through hiring practices, training 
programs, and employee development. 

The importance of hiring employees with adequate risk awareness and behaviors is quickly moving from the periphery of firms’ 
talent management processes to the center. Employees receive knowledge not only through training, but at the onset of joining a 
firm in the recruitment, hiring, onboarding processes. In addition, firms with strong risk cultures integrate risk management
into the career development process—by including it as a capability on which employee performance is measured. 

Establish hiring, onboarding, and training processes that support 
development of risk awareness and behaviors.

A framework for response—Talent management

Key steps Activities Examples

Integrate risk 

management into 

the hiring and 

onboarding 

process

 Assess the employees’ and organization’s awareness of 

and sensitivity to risk.

 Identify existing gaps in meeting organization’s goals 

related to risk awareness and sensitivity.

 Recruit individuals with necessary skills required to meet 

the organization’s risk goals, including communication 

skills and ability to recognize and escalate risks.

 Design new employee orientation programs to address 

the organization’s expectations with regard to employee 

accountability for identifying and communicating risks.

 An asset management firm may determine that it requires more 

employees with strong quantitative analysis backgrounds to 

support research and risk modeling functions.

 A hedge fund may choose to hire individuals who demonstrate 

an ability to clearly communicate how they manage risk in the 

investment strategy. 

 Discussion of communication channels for disseminating risks

(such as whistleblower program).

Reinforce risk 

management 

through ongoing 

employee training

 Implement an ongoing risk management training program 

for all employees.

 Periodic newsletters to highlight new policies/processes and 

remind employees of their personal responsibility.

 Required completion of annual training.

 Support tools for employees, such as anonymous hotlines.

Integrate risk

management into 

the career 

development 

process

 Make risk management one of the capabilities against 

which employees are measured as part of the annual 

review and promotion process.

 Make certain that there is a robust career development 

path for individuals in risk roles.

 Employees are expected to fulfill risk-related objectives or 

metrics as part of their annual goals (e.g., participation in risk-

related projects, performing risk reporting, and analysis).

 Risk management personnel have equal opportunity for career 

development and movement within the company.

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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Align incentives and consequences to encourage timely and effective 
practice of risk management.

A framework for response—Talent management

Performance management can succeed when incentives and consequences are shaped around set expectations of behavior. By 
aligning employee incentives and consequences with desired risk behaviors, companies can encourage their employees to take a 
more balanced view towards risk taking. 

Incentives

Employee

 Compensation structure

 Career development 

opportunities

 Promotion opportunities

 Recognition

Organization-wide

 Enhanced global brand 

reputation

 Long-term profitability and 

shareholder value

 Decrease and manage 

risk exposure

Consequences

Employee

 Violations directly impact 

promotion or annual 

review results

 Financial penalties

 Termination, suspension,

or re-assignment

Organization-wide

 Bankruptcy or termination 

of business

 Government bailout 

required for survival

 Damaged reputation

Desired risk 

behaviors

Compliance with risk 

policies

Integration of risk in 

decision-making

Timely escalation and 

reporting of risk issues

Communication of risk 

issues

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
norms

Technology 
and 

infrastructure
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Establish consistent global operating norms so each region understands 
and follow the corporation’s parameters, processes, and guidelines 
toward risk.

A framework for response—Consistent global operating norms

To establish consistent global operating norms, companies should centralize and standardize key elements of 
risk management on a global basis:

Areas Examples

Organizational structure Risk personnel who are positioned in each country are accountable for managing local risk 

issues. Regional risk personnel report to a global Chief Risk Officer.

Decision rights Authority for approving decisions which create risk for the organization (e.g., introduction of new 

products) must be approved by a global committee.

Policies and procedures Risk policies and procedures are standardized globally.

Compliance and 

monitoring

Compliance programs for ensuring adherence to risk policies are consistently applied on a global 

basis. Expectations for business unit monitoring of risks have been clearly defined.

Issues management and 

remediation

Protocols for identification, escalation, and reporting of risk issues are globally defined and 

implemented. To help ensure proper reporting and remediation, critical risk issues may be 

managed by a global risk committee.

Communication and

training

While risk communications and training may be tailored to individual regions to address local 

concerns, they adhere to global policies and procedures.

For organizations that span borders, the corporate culture should supersede the regional culture with respect to the adherence of 
risk. Organizations need to understand the differences between the corporate culture and local office cultures - so that policies 
and procedures can be implemented to align local practices with corporate directives and values. 

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 
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Technology 
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Leverage technology solutions to promote understanding of risk-related
issues and enhance the risk culture.

A framework for response—Technology and infrastructure

A technology-based platform can deliver and record certification for mandatory ethics, compliance, and risk training.

Promote: Training element:

 Overall awareness and understanding.  Identify key terms related risk. Identify institution-specific guidelines, 

responsibilities, obligations, and prohibitions. 

 Understanding of what applies to each 

employee and why.

 Use situations that your employees encounter to illustrate real-life risks.

 Understanding of consequences of 

noncompliance.

 Use real enforcement cases to demonstrate consequences. Always involve 

senior management in delivering key messages. 

 Understanding of grey areas and how to reach 

out when the employee has questions.

 Scenario-based situations based on client-specific examples.

Technology should help promote and support the risk culture by driving effective sharing of 
information and improved collaboration across the enterprise. Specifically, technology should:

 Enable informed decision making by the right people at the right time by providing the appropriate information in 
the appropriate form.

 Provide a comprehensive, portfolio view of risk across the organization.
 Allow for employees to anonymously escalate risk issues.
 Deliver a consistent environment to deliver training for, assess understanding of, and record certification for 

onboarding and recurring mandatory ethics, compliance, and risk training.

Risk 
management 

culture

Leadership

Governance 
and 

organization

Communicati
ons

Talent 
management

Consistent 
global 

operating 
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Technology 
and 

infrastructure
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How PwC can help

Organizational restructuring

 Identifying opportunities to restructure 

the organization so that risk can be 

managed efficiently.

 Creating messaging and communication 

that risk management is a part of the 

company’s commitment to ethics and that 

there is the desire for the company’s 

culture to reflect this.

Core competencies related to risk culture.

Technology and infrastructure

 Providing PwC processes for supporting 

risk compliance through integrated risk 

management and compliance technology 

platforms.

 Supporting impact of current or new 

regulatory using analytical tools and 

techniques to more effectively manage 

risk.

Talent management program

 Providing criteria for making decisions 

around hiring top emerging talent.

 Align talent management processes with 

risk compliance goals.

 Providing a forward-looking view focusing 

on role and skills needs to achieve 

business objectives in the future.

Risk awareness and education

 Educating employees so they understand 

the relevance of risk management.

 Motivating employees to care about risk 

management.

 Training employees on risk policies, 

procedures, and processes.

Risk culture diagnostic

 Identifying opportunities for changes in 

the culture that will allow for risk to be 

managed more effectively.

 Review of company culture’s current 

state relative to industry leading 

practices.

Talent 

management 

program

Risk awareness 

and education

Risk culture 

diagnostic

Risk culture

Define 

governance and 

decision rights

Organizational 

restructuring

Technology and 

infrastructure

Define governance and decision rights

 Utilizing PwC tools to measure talent 

performance in adherence to risk 

procedures, policies, and processes at all 

levels.

 Measuring the performance and impact 

of other training or learning activities 

around risk management.
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PwC helps market participants to meet the challenges presented by this new reality:

PwC’s financial services human resources team can help organizations to identify talent management and people risk issues and
prioritize them from a business-critical perspective. We can help companies to align their people and business strategies more 
effectively, and deal with their HR and people risks on an ongoing basis.

Experience in finance and risk—

We have significant experience helping financial services clients in the execution of strategically important initiatives related to 
risk and capital management including capital adequacy assessment and ICAAP, risk modeling and economic capital 
applications, stress testing, contingency and recovery planning, liquidity risk management and funding plans, and overall risk 
analytics and reporting.

Experience in talent management, organizational design, and change management—

We have significant experience helping financial services clients in the execution of strategically important initiatives related to 
human capital, including areas around talent management, organizational design and change management.

View of industry leading practices—

Our experience with leading industry participants has provided us with exposure to a wide range of leading practices in the 
areas mentioned above. Our philosophy and approach to projects are not merely based on theories and interpretation of 
regulatory rules, but are field-tested principles that have worked in the past. We are in a strong position to provide pragmatic
advice based on our experience and knowledge of industry practices. 

PwC is distinguished by the depth and breadth of its professionals. 
How PwC can help
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How PwC can help
Client needs and issues

Client needs Issues we help clients address 

Manage risk, 

regulation, and 

financial reporting 

 Building a risk-resilient organization

 Managing ERP investment and project execution risk

 Safeguarding the currency of business; keeping sensitive data out of the wrong 

hands

 Affirming capital project governance and accountability

 Assessing and mitigating corruption risk in your global business operations

 Accounting and financial reporting

 Third -party assurance

 Taxation

Build effective 

organizations

 Rethinking strategy in terms of markets, geographies, channels, and clients

 Restructuring organizational models in terms of structures, policies, roles

 Establishing effective strategic sourcing and procurement

 Realizing competitive advantage through effective sales operations inventory 

planning

 Transforming the close and consolidation process to work for rather than 

against you

Innovate and 

grow profitably

 Reshaping the IT function into a source of innovation

 Transforming business information to drive insight and fact-based decision 

making

 Evaluating acquisition and divestiture strategies to position for the future

 Realizing deal synergy and value

 Developing sustainability programs that add value

Reduce costs  Driving efficiency through shared services

 Redesigning finance to realize efficiency and competitive advantage 

 Taking control of cost through effective spend management and cash 

forecasting practices

 Driving sustainable cost reduction

Leverage talent  Defining and implementing an effective HR organization

 Rethinking pivotal talent

We look across the entire organization—focusing on strategy, structure, people, process, controls, and technology—to help our 
clients improve business processes, transform organizations, and implement technologies needed to run the business.

Manage risk, 
regulation, and 

financial 
reporting

Build 
effective 

organizations

Innovate 
and grow 
profitably

Reduce
costs

Leverage 
talent

Client
needs



PwC

38

Cure for the Common Culture:

Building Effective Risk Cultures at Financial Institutions

How PwC can help
Our Financial Services practice

Accountability 
and cost 
effectiveness

Trusted brand

Global 
footprint

We offer a truly independent view, without prejudice or favor regarding specific vendors, solutions, or 
approaches. We approach each situation and develop the most appropriate solutions depending upon 
the client’s individual circumstances.

PwC’s approach to serving our clients provides them with a single point of accountability, which creates 
an efficient and effective day-to-day working arrangement and, most importantly, best positions our 
clients for success. We have significant experience in helping to drive complex programs and feel 
strongly that we can work successfully in a cost-effective manner to meet your organization’s needs and 
objectives.

PwC works in a globally integrated manner. This benefits clients in terms of consistent service delivery 
and quality by taking advantages of the best ideas, resources, and solutions from around the world. 

PwC is an advisor to 44 of the world’s top 50 banks and 46 of the world’s top 50 insurance companies, and is the leading service
provider to investment managers, pension funds, and hedge funds around the world. This diverse client base provides us with 
unique access to develop peer insights and to understand from experience what works in specific client circumstances. In the 
United States alone, we are able to call upon our 800-person Financial Services Advisory practice and over 3,000 financial services 
professionals. 
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How PwC can help
For further information, please contact:

John Garvey john.garvey@us.pwc.com
+1 646 471 2422

Bhushan Sethi bhushan.sethi@us.pwc.com
+1 646 471 2377

Miles Everson miles.everson@us.pwc.com
+1 646 471 8620

Jeff Hesse jeff.hesse@us.pwc.com
+1 312 298 6881

Gary Meltzer gary.c.meltzer@us.pwc.com
+1 646 471 8763

Paul McDonnell paul.h.mcdonnell@us.pwc.com
+1 646 471 2072

Jamie Yoder jamie.yoder@us.pwc.com
+1 312 298 3462

Americas
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Select qualifications
Roadmap for managing people risks—Global financial trading organization

Issues The organization wanted to review its processes, strategies, and operations to identify and understand its key 
people management risks and put actions in place to effectively manage them as the first stage of developing 
risk management best practice.

Approach PwC integrated its methodology with knowledge of the client’s business to identify key insights and 
recommended responses. Working with human resources, business units, and other functional stakeholders, we 
identified and prioritized people management risk areas through a series of workshops and interviews. We used 
the insights gathered through these meetings to develop a detailed risk register. 

PwC presented the risk register to business leadership to identify and validate priority areas. Once prioritized, 
we collaborated with stakeholders to create an action plan setting out the initial steps in managing the risks 
identified, with recommendations on embedding the risk register alongside local and global human resources 
plans.

Benefits The project enabled the organization to gain valuable and objective insight into people-related risks. The risk 
register, which had been validated and prioritized by business leadership, provided a roadmap, action plan, and 
roles and responsibilities to begin managing the risks.
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Select qualifications
Global shared-services group—Global bank 

Issues The client was experiencing numerous risk and control issues raised by both internal and external auditors, and 
wanted to strengthen its risk management processes and culture across its entire shared-services organization. 
The shared-services organization employed over 3,000 staff and operated in more than 50 countries across the 
globe. 

Approach Working with the business’s global and regional management teams, PwC developed a risk management 
improvement program. As part of this program, we collaborated with the client to:

 Enhance the client’s risk and control identification and assessment programs.

 Develop a handbook to provide employees with risk management tools and information in a quick and easily 
accessible format.

 Develop a risk management training course and materials.

 Train over 300 managers across the globe through a series of workshops, and support those managers in 
training their own staff to help drive the learning throughout the entire organization.

 Embed risk management into the client’s annual goal setting process.

 Develop risk management metrics for incorporation into its business scorecard.

Benefits The project enabled the client to drive a major change in the way its staff viewed the importance of effective risk 
management. The risk management program provided the foundation for a culture of continuous improvement, 
which ultimately led to a significant reduction in risk-related issues. 
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Select qualifications
Risk management culture diagnostic–US regional bank

Issues Over the previous two years, consistent with the external scrutiny post-financial crisis, the client had been the 
target of a number of external regulatory and internal audit and compliance reviews which identified the need 
to define and implement an appropriate risk management culture to address deficiencies in terms of quality, 
controls, and risk management. 

Approach Working with executives from Strategy, Compliance, Risk, Audit, and the Mortgage Division, PwC conducted a 
thorough risk review focused on a diagnosis of issues across the end-to-end Mortgage Business Processes 
through the lenses of strategy, operating model, governance, leadership, process and policy, culture, talent 
management, and performance management. Specifically, this included the following:

 Development and testing of specific risk management hypothesis

 Developed an inventory of existing cultural pain points indentified from conducting more than 50 executive 
leadership and management stakeholder interviews 

 Defined a common technical and behavioral competency model, included levels of proficiency by key job role

 Analyzed incumbent roles against the above model to identify key knowledge, skills, and attitudinal gaps

 Developed key findings and summary recommendations for each function

 Prioritized recommendations to develop an implementation roadmap focused on activities which were 
critical to establishing an appropriate risk culture. These included the redefinition of reporting relationships, 
reassignment of decision making accountabilities, thorough talent review, changes in performance 
management, and reengineering of the recruitment and onboarding process.

 Developed a final report for client to review with external regulator.

Benefits The client was in a position to understand and address the underlying root causes for the quality, control, and 
risk issues prevalent in the function. An actionable implementation plan was provided and owned by the client. 
Throughout the program, the level of risk awareness and demonstration of appropriate risk management 
behaviors increased, with metrics established to enable sustainable change on a longer term basis. 
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Select qualifications
Risk and internal audit post-merger culture integration–US regional bank

Issues The client had undergone a merger with another regional bank and needed to unify the organizational culture 
and minimize the time to return to business as usual. Specifically, there was a need to integrate the two internal 
audit functions as a foundation for establishing effective controls and enable the deployment of a consistent risk 
management philosophy throughout the bank lines of businesses and functions. 

Approach PwC worked with the client to:

 Diagnose existing organizational and cultural impediments in both legacy and combined organizations

 Develop initial findings, supporting analytics, and recommendations

 Define and implement a transformational roadmap over the subsequent 12 months, each activity directly 
migrating the client towards its target culture. As part of this implementation, PwC:
―Worked with the executive team to design and implement team operating norms and a common 

management dashboard
―Designed a flexible and scalable organization model 
―Reassigned decision making accountabilities pertaining to risk
―Supported the launch of effective teams through onboarding and team development initiatives 
―Built sustainable organization capabilities through design of a technical and behavioral competency model 

that incented management and mitigated key risks
―Designed and launched virtual communities of interest on various topics ranging from risk, to innovation, to 

regulatory awareness
―Defined the enabling infrastructure, processes, and tools to support the launch 
―Launched the integrated organization and prepared to execute the new audit plan

Benefits The client implemented a transformational roadmap and made a successful transition to a new organization. 
Additionally, the client realized synergy targets and initiated the required leadership and team behavioral 
changes required to operate to a unified risk-management based culture. Sustainable change was enabled 
through mechanisms such as introduction of a competency model and performance management.
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