
Banking on team ethics : a team climate perspective on root causes of
misconduct in financial services
Scholten, W.W.

Citation
Scholten, W. W. (2018, March 29). Banking on team ethics : a team climate perspective on
root causes of misconduct in financial services. Dissertatiereeks, Kurt Lewin Institute.
Retrieved from https://hdl.handle.net/1887/61392
 
Version: Not Applicable (or Unknown)

License: Licence agreement concerning inclusion of doctoral thesis in the
Institutional Repository of the University of Leiden

Downloaded from: https://hdl.handle.net/1887/61392
 
Note: To cite this publication please use the final published version (if applicable).

https://hdl.handle.net/1887/license:5
https://hdl.handle.net/1887/license:5
https://hdl.handle.net/1887/61392


 
Cover Page 

 
 

 
 
 

 
 
 

The handle http://hdl.handle.net/1887/61392 holds various files of this Leiden University 

dissertation 
 
Author: Scholten, Wieke 
Title: Banking on team ethics : a team climate perspective on root causes of misconduct 

in financial services 
Date: 2018-03-29 

https://openaccess.leidenuniv.nl/handle/1887/1
http://hdl.handle.net/1887/61392


516956-L-bw-MET-Scholten516956-L-bw-MET-Scholten516956-L-bw-MET-Scholten516956-L-bw-MET-Scholten
Processed on: 19-2-2018Processed on: 19-2-2018Processed on: 19-2-2018Processed on: 19-2-2018 PDF page: 167PDF page: 167PDF page: 167PDF page: 167

167  

Appendix A. Two-pager on the assessment framework as used in this analysis
The Corrupting Barrels framework focuses on behavioural patterns and culture aspects within team 
climate, that increase the risk of misconduct of a single or multiple team members. Misconduct 
is illegal by law and/or unethical by violating widely accepted (societal) moral norms. It includes 
imputable acts (such as fraud and manipulation of interest rates) and imputable omissions (such 
as failing to act or perform duties). The impact is damage to the bank itself and to customers, 
investors, other stakeholders and society at large.

Scope
The focus of a Corrupting Barrels assessment (CBA) is on a specific team with high misconduct 
risk.

Objective
The supervisory objective of the CBA is to identify root causes within team climate of misconduct 
risk and mitigate this risk, by: (a) identifying and assessing the behavioural patterns and culture a 
within team climate that pose a risk for misconduct of one or more team members; (b) requiring 
(senior) leadership to change these risky patterns.
Besides these supervisory objectives, the supervisory team will benefit from this investigation 
because: CBA will create an in depth view of the behavioural root causes of other ethical or 
intergrity issues at the bank; and CBA adds value in the ongoing dialogue between financial 
supervision and the bank.

Deliverables
1. Identified behavioural patterns of and drivers within team climate, that pose a risk for 
 misconduct of one or more team members.
- Presentation / slides with identified and assessed behavioural risks.
2. Requirements of (senior) leadership to mitigate risky behavioural patterns and drivers.
 (Non-binding) Letter to the management board, with slides (under 1) attached.
3. Specific points for the supervisory team to address in supervision on the bank.
- Session with supervisory team to debrief on conclusions and requirements.

Corrupting Barrels Model
Behavioural patterns and culture aspects relate to ineffective error management, outcome 
inequality and dysfunctional moral climates. Organizational facilitators such as strong growth, 
pressure on revenue and performance management are considered as context variables. For 
these behavioural categories and its drivers, there are key indicators and expectations defined 
that are used to identify and assess risks.
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Figure A. The Corrupting Barrels model: social psychological root causes of misconduct at team level

Method
In about 3 months the CBA is conducted in the following steps:
1. intakewithMBtointroduceCBA,theapproachandtheselectedscope(theteam(s)tobe assessed).
2. Root Cause analysis of misconduct cases: an analysis of 5 misconduct cases that have 
 been documented and/or investigated by the bank in two steps: analysis of the banks internal 
 investigation reports, and a session with involved financial supervisors. This step was not taken 
 in the analysis as described in chapter 10, due to the absence of misconduct cases (the bank 
 did not provide information on former incidents, see chapter 9).
3. Desk research on business strategy, performance management / incentives, ethical codes, etc.  
 Objective: context analysis and organizational facilitators of misconduct.
4. Survey: to all team members. Questionnaire by e-mail on error approach, outcome inequality 
 and morality.
5. Self-assessment: to all team members, on error approach, outcome inequality and morality.
6. Interviews: team members, team managers, senior leaders, second (risk management, 
 compliance, HR, legal) and third (audit) line of defense. 90 minutes per interview.
7. Observation: of the team(s) - to ‘give colour’ to interview results. No conclusions based on this 
 observation alone.
8. Challenging dialogue with the (senior) leadership (and if possible with middle/team 
 management): using slides that give an overview of identified risks, per behavioural category,   
 discussing with the leadership these assessed risks, and concluding with our requirements for  
 mitigation of these risks.
9. Letter with recommendations to the management board (with a copy to the board of 
 directors / supervisory board): letter with an overview of the identified and assessed risks, and 
 our expectations / requirements of the senior leadership to mitigate these risks - the slides of
 the challenging dialogue as appendix.
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Appendix B. Requested documents for desk research
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 What does he express? Information, guidance, corrections… 

Appendix D. Observation format
This format was used during the observation of desks A and B. Duration about 1 hour. Sitting 
between the traders at the desk, observing the team during their regular work.



Colquitt: ‘he/she’ refers to the authority figure who 

Colquitt: ‘those procedures’ refer to the procedures used 
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–
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are used from Van Dyck’s ‘Error Aversion Culture’

Appendix E. Survey 

All 27 survey items were answered on a 9-point scale from 1 = strongly disagree to 9 = strongly agree.
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anything to further the company’s interests.

There is no room for one’s own personal There is no room for one’s own personal morals or 



Colquitt: ‘he/she’ refers to the authority figure who 

Colquitt: ‘those procedures’ refer to the procedures used 
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Appendix F. Separate survey items
Of the twenty-seven survey items, ten did not fall into the four clusters as discussed in Chapter 
9, paragraph 9.2. To explore the results for these ten separate items, I calculated the means of the 
separate items for each of the six desks. These means are listed in Table 25. Concerning all items, 
low scores indicate a higher risk.

Table 25. Means of the ten separate items per desk

The means of the ten separate items per desk show variation. In other words, the six trading teams 
differ on these ten items. So, although the ten items do not connect to the clusters identified, they 
offer extra information on the differences per team. This implies that in the further development 
of the Corrupting Barrels survey, it is valuable to explore inclusion of these ten items. I would 
suggest to attend to the large differences between the lowest and highest mean per item in 
further scale development. Examples are the difference between the lowest and highest means 
of the items “Each person in this team decides for themselves what is right and wrong” and “People 
in this team are not expected to do anything to further the company’s interests”. This difference 
between means is 4,3 on a 9-point Likert scale. Another example is the difference between the 
lowest and highest mean for “Our major consideration is what is best for everyone in this team”, 
of 4 on a 9-point Likert scale. These three items stem from climate scales: principle independent 
climate, instrumental climate and caring climate. These scales need to be further developed.

 Next, I correlated the four constructed scales with the ten separate items. The correlations are 
summarized in Table F.2.
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Table F.2. Correlations between ten separate items and four scales.
 

** Correlation is significant at the 0.01 level (2-tailed) 
* Correlation is significant at the 0.05 level (2-tailed)

 The scale measuring stress related to errors (SC1) correlates negatively with the item “In this 
team, people are expected to follow their own personal and moral beliefs” (PI1), r = - .27, p = .140, 
and shows a minor but negative correlation with the scale measuring focus on rules and codes 
(SC4), r = -.15, p = .426. Also, “Each person in this team decides for themselves what is right and 
wrong” (PI3) correlates negatively with “People within my team do not prefer to keep errors to 
themselves” (E3rc), r = -.24, p = .194. These correlations suggest that when employees use their 
own moral compass or personal ethics in their decision making, or when rules and codes are 
stressed, they might experience more stress when they make a mistake. Stress about errors can 
lead to cover up behaviour or impede speaking up when anything concerning is observed, and 
thereby facilitate unethical behaviour (see Chapter 8 on error approach).
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 “Each person in this team decides for themselves what is right and wrong” (PI3) correlates 
negatively with the scale measuring the perceived fairness of rewards (SC3), r = - .49, p < .005, the 
perceived fairness of leadership scale (SC2), r = -.24, p = .194, and – in lesser extent – with the scale 
measuring the focus on rules and codes (SC4), r = -.17, p = .361. This suggests that employees feel 
that their reliance on their personal ethics or morality in decision making, is not rewarded by their 
professional environment or may even lead to a decrease in respect from and fair treatment by 
their team management. It may indicate that when rules and codes are stressed, team members 
could feel that they can rely less on their own moral compass when they decide independently. 
When employees feel that their reliance on their personal ethics or morality in decision making 
is restricted, they might not use their own moral compass when situations are ambiguous and a 
professional judgement call is needed (see paragraph 8.3 on moral climate). A punitive leadership 
response to using own moral judgement or a dogmatic focus on rules and codes can ‘clip the 
moral wings’ of a bank employee, which is risky in itself since rules do not always apply to or give 
guidance for time pressured and complex decisions.

 On the other hand, the correlations suggest that relying on individual moral compasses could 
have downsides. For instance, the item “Each person in this team decides for themselves what 
is right and wrong” (PI3) shows negative correlations with “The most important concern is the 
good of all the people in the team” (C3), r = -.32, p < .076. Could it be that the good of all the 
people in the team is associated with (financial) performance of the team, while increasing that 
performance might go against personal ethics? Furthermore, “In this team, people do not protect 
their own interest above other considerations” (IN3rc) correlates negatively with “Each person 
in this team decides for themselves what is right and wrong” (PI3), r = -.29, p = .105, and with “In 
this team, people are guided by their own personal ethics” (PI2), r = -.23, p = .211. This suggests 
that when employees follow their own morality or personal ethics, they feel they are protecting 
their own interests above other considerations. One explanation of this relation is that employees 
really are ‘homo economicus’, who merely seek to maximise their own interest and see protecting 
their own interest as being the ‘right’ decision. Alternatively, there might be little understanding of 
what personal ethics are, and how these may influence decision making. For instance, in a climate 
of moral neglect (see chapter 6) personal morality might not be understood or discussed. Both 
explanations are possibly facilitating future unethical behaviour.
In sum, some items correlate negatively with other scales and items. In the above instances, I 
can form hypothetical explanations for these negative relations. For the following negative 
correlations the explanation is less evident. “People in this team are not expected to do anything 
to further the company’s interests” (IN1rc) correlates negatively with “The most important concern 
is the good of all the people in the team” (C3), r = -.69, p < .001, and with
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 “In this team, our major concern is always what is best for the other person” (C1), r = -.36, p < 
.05. So, if employees would do anything to further the company’s interests, they would thereby 
be concerned with the good of all in the team, and what is best for others. To do anything to 
further company’s interests, could lead to excessive risk taking – hence not being good for the 
team or others – unless taking excessive risks is seen as going against company’s interests. Further 
development of the scales and items used in the Corrupting Barrels survey is needed to acquire 
more insight in the relationships between the different constructs.
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