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Ask a guestion or download resources

. Audio problems?
') Faculty webinars ENSURE YOUR SOUND IS TURNED ON.
.

If you experience poor sound quality you may

Mediaplayer  #—0 benefit from refreshing your page.
- cw® |

Ask a question

— Type your question into the question box
e ——— then click submit.

Q&A #* — 0O

Download resources

Look for the resources box to access whatever
— e you need, including these slides.
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Bank culture

* William Dudley, NY Fed, 2014:
e “Culture is what people do when no one’s
looking.”
* UK Salz Review:
* “Bankers were engulfed in a culture of
‘edginess’ and a ‘winning at all costs’ attitude.”
* UK Banking Standards Board:

* “To promote high standards of behaviour and
competence.”






Understanding morality in markets mediated
by models

* Cultural approach * Material approach
(Zelizer, 1979): thanks (Callon 1998):
to framing and economic action
categorization, life shaped by material
insurance went from tools and the economic

morally “repugnant” to models that inspire
a “sacred” obligation to them.
protect one’s family.

Interplay models-morals remains unexplored.






October 2007

“Wall Street banks are badly managed. Too
large, too complex.”

“Mark my words: when the next crisis
comes, not one but two of the large banks
will disappear”

Bob’s trading room was not

representative, but illustrative



1999-2003
First study






November 1999

“If the boss does not give the trader the same
bonus as others, the trader will go, ‘I heard Joe at
a party, he got five hundred thousand. What,
don’t you like me?””

“Say someone lost money and is due no bonus,
but you give them forty thousand. What
happens? He’s insulted. He quits.”

Organizational justice

Perceptions of injustice impact job attitudes
and behaviors at work (Greenberg, 1987)




2008-2015
Ethnographic
revisit



e Co-head and a few others were late. “I had
everyone come in the room, and then | locked the
door.

* “Bob, can we come in?”

* “No, none of you can come in. You’ll have to
spend time with me alone. That’s your
punishment.”

* “The reputation that | developed, which | allowed
to persist, was that | would burn down my own
house before | would compromise with my
principles or my rules”

From market incentives to organizational

norms



1987-1995
Oral history



1987-1995 Premier Financial

e “Equity derivatives, commodity derivatives, credit derivatives ... the
absolute globalization of the business.”



Introduction of control models

* Premier quantified the cost of risk

* Bank introduced Value at Risk to help Bob

manage risks in the derivatives book
* “So, you may think you're taking too much
interest rate risk but maybe proprietary trading
has the opposite [view]. ‘So, Bob, what's your
problem? Step on the gas.””

Economization (Caliskan and Callon 2008)
The assembly and qualification of actions,

devices and analytical/ practical descriptions as
‘economic’ by social scientists and market actors




* But... the model was imperfect

* “Traders absolutely hated it. They spent all
day examining the risk management system,
finding its intellectual deficiencies to
humiliate them and to drive around the
barrier.”

Moral disengagement (Bandura 1996)
A perception of unfairness can lead to the

detachment of immoral behaviors from self-
condemnation or other negative emotions




How to prevent disengagement?

At Bob’s trading room:

* No lucrative over-the-counter derivatives
* Risk management model data ignhored

* No “subjective” bonuses

* Middle managers strictly enforced norms



Proximate control

* Material and discursive mechanisms that
reinforce organizational norms and relations,
preserving a sense of justice and sustaining
self-condemnation when norms are
breached



Thank you for your attention
daniel.beunza@city.ac.uk
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Future webinars and events

« Upcoming Event
- Financial Services Faculty: Climate Change Conference
- Friday 6 November 2020 (09:00 - 12:00) / Virtual event via Zoom

« 2020/2021 Schedule

- We have a full webinar listing on topics for Banking, Insurance
and Investment Management

- Go to icaew.com/fsfevents
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Thank you for attending

Please take the time to fill
out our short survey

Contact the ICAEW Financial
Services Faculty

Phone: +44 (0)20 7920 8689

p

\3

Email: fsf@icaew.com

Web: icaew.com/fsf

This webinar is presented by the Financial Services Faculty. We offer Banking, Insurance or Investment
Management membership which gives you access to exclusive premium resources. This includes
webinars, conferences, monthly e-bulletin and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit
iIcaew.com/joinfsf or for more information about Faculties Online, please visit icaew.com/subscribefo.

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.
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