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Culture as a Regulatory Priority:
What HR Leaders Need to Know



Overview
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• Introduction

• What is “culture”?

• Four areas where this cultural focus is especially visible:

- Consumer Duty

- Diversity, Equity and Inclusion (DEI)

- Whistleblowing

- Non-financial misconduct



What Do Regulators Mean by ‘Culture’?
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• FCA: “Habitual behaviours and mindsets that characterise an organisation”

• PRA: Culture as a driver of safety and soundness

• FCA's Four Drivers of Culture:

- Purpose

- Leadership

- Governance

- People policies

➤ Culture is a key lens through which the FCA assesses firm behaviour



Consumer Duty and Culture
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• In force for open products (July 2023) and closed books (July 2024)

• Requires firms to deliver good outcomes for retail customers

• HR Implications:

- Performance management linked to outcomes

- Training beyond technical competence

- Reward structures must support fair treatment

- Board and senior management oversight – governance metrics now include staff experience

➤ Culture must embed customer-centric values – it is now a compliance issue and no logner optional



Diversity, Equity and Inclusion (DEI)
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• CP23/20 proposes new rules for large firms (October 2023) – to be finalised later this year

• Focus on improved decision-making and fair treatment: more diverse and inclusive firms make better decisions

• Regulatory Proposals:

- Clear DEI strategy at firm level

- Data collection across characteristics

- Accountability of senior leaders

- Transparency - Disclosure of targets and progress

➤ DEI now part of regulatory expectations, not just ESG



Diversity, Equity and Inclusion (DEI), continued
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• For HR, this means:

- Aligning recruitment, development, and promotion practices with clear DEI objectives.

- Ensuring that inclusion is measurable — and monitored.

- Equipping leaders to build psychologically safe and inclusive teams.

- Ensuring that DEI is not simply a policy, but a lived reality.



• Effective arrangements required by FCA and PRA

• Seen as proxy for healthy culture and risk management

• Employees must feel safe to speak up

• HR's Role:

- Training - Encourage psychological safety

- Train middle managers in escalation

- Metrics - Monitor not just volume, but response to concerns

➤ Speak-up culture reflects firm integrity and trust

Whistleblowing and “Speak-Up 
Culture”
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Non-Financial Misconduct
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• Includes bullying, harassment, discrimination

• Increasingly viewed as relevant to fitness and propriety

• Expectations for HR:

- Consider personal conduct in hiring, appraisal

- Disclose serious issues to regulators

- Strengthen disciplinary and culture processes

➤ Behavioural integrity = regulatory fitness



Conclusion and Takeaways
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• Culture is a strategic and regulatory focus

• HR is central to regulatory compliance

• People risk = regulatory risk

• HR Opportunity:

- Champion good culture and DEI

- Embed customer-centric values

- Drive psychological safety and integrity
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