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The only way to do this was to work with
our contractors to help strengthen their
compliance and ethics programs.
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by Daniel Solo

How to position compliance
management for a more
strategic role
»» An outstanding compliance culture fosters and enhances compliance efforts through its communications, strategic objectives,
and efforts to improve prevention, detection, and correction.
»» To strengthen compliance culture, companies need to make sure employees are aware of behavioral expectations and
consequences.
»» In order to position compliance for a more strategic role, executive leadership must increase compliance spending.
»» Technology will continue to transform the skill sets compliance professionals need and the way compliance professionals
are hired.
»» Compliance professionals need to ensure their role and authority are clear in their organization by showing the value added
through the function.

Daniel Solo (dsolo@secondlineadvisors.com) is the founder
of Second Line Advisors, an executive search firm for risk
management, compliance, financial crime, data management,
legal, and regulatory affairs.
www.secondlineadvisors.com
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ith a heightened emphasis
on fiduciary responsibility,
burgeoning fraud, and other
headline-making issues, compliance management in financial services has become
essential. Although the term has traditionally
referred to the way organizations
ensured compliance with regulations and remediation needs, it
has now been elevated to the role
of strategic advantage. There have
been key developments in the
Compliance function over the last
few years, and successful firms are
embedding the need for compliance into their culture and C-level planning
processes.1
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All firms have a culture with respect
to compliance, but at some, that culture
may encourage wrong behavior or imply
that something not expressly prohibited
is acceptable. An outstanding compliance
culture fosters and enhances compliance
efforts through its communications, strategic
objectives, and efforts to improve prevention,
detection, and correction.
Firms looking to amplify their efforts
need to look at the technology and resources
afforded to the function, how much leadership
support is involved, and whether effective
policies and processes are in place.

An independent function with a strategic role
An operative Compliance function should provide independent oversight and investigations,
while also playing a role in the company’s
strategic planning process. The Compliance
function should play a more active role in
business activities, such as monitoring and

product advisory going forward. For example,
a chief compliance officer should evaluate
any compliance obligations and potential risk
exposures that may be associated with strategic options under consideration.
The process of aligning compliance activities and business priorities requires firms to
clarify and better define the responsibilities of
compliance personnel, according to Deloitte.2
Elevating the compliance role may be met with
apprehension, but it sends a clear message of
priorities and signals the start of a compliance
culture transformation.

Adapting to a changing talent landscape
As technology continues to transform what,
why, and how decisions are being made, cutting-edge initiatives,
such as distributed
ledger technologies (blockchain)
and cryptocurrencies, are pushing
the envelope for
financial services
and related industries.6 Those with
backgrounds in
information technology (IT) and
computer science
will have a leg up
compared to those
who were formerly lawyers or auditors and
wanted to change career paths.
For years, the junior and mid-level staff of
a Compliance department was fed with talent
from the legal, regulatory, audit, or operational
perspectives. Now, with the importance of
data, systems, and technology, the preferred
skill set going forward will most certainly
be more technical. An organization’s chief
compliance officer will need to be more astute
regarding data and analytics as more of the
day-to-day execution of compliance programs
will largely leverage artificial intelligence (AI)
and machine learning technologies over time.
Solely looking at blockchain technologies as
+1 952.933.4977 or 888.277.4977
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Some new compliance
tools even offer
integrated ways for
users to execute,
document, and track
compliance activities.

To work effectively
with other areas,
compliance professionals need both
specialized training and a skill set
similar to those that
exist on the business side. According
to Accenture’s 2018
Compliance Risk
Study, more than
75% of respondents
reported a skills gap between skills required
and skills currently available, especially in the
wake of new technology investments.3
Additionally, 89% of respondents indicated
they will be increasing compliance spending
within the next few years. Companies are
putting more emphasis and funding behind
implementing effective, state-of-the-art technology to support the Compliance function.
Automating controls, for instance, has enabled
some firms to lower costs and increase
reliability.
Some new compliance tools even
offer integrated ways for users to execute,
document, and track compliance activities;
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Putting cash behind
compliance

monitor regulatory releases; and track compliance process execution, as noted in the CFO
Journal.4 As a result, 84% of companies are
reportedly looking to digital solutions and
innovative technology to increase compliance
effectiveness.5 Those who focus on the use of
data analytics will be able to better identify
higher risk areas and prioritize human data
monitoring efforts.
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an example, it would be very unlikely that a
traditional compliance officer today would be
able to understand the black, white, or gray
associated with the usage. But it is coming and
is more than “around the corner” as global
banks have already started to implement it for
complex businesses such as trade finance.
As Compliance continues to elevate its
profile within organizations, CCOs need to
be proactive with advancing the technical
understanding and capabilities of the function
so it is not left behind. The future of talent in
Compliance will most certainly continue to
ensure the integrity of business, but will need
to have the tools and skills to be equipped to
do it. These will result in a more concentrated,
agile, and technical Compliance department.
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Communicating and normalizing cultural change
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Technology alone will not ensure that compliance becomes a cultural norm. To strengthen
compliance culture, companies need to make
sure employees are aware of behavioral expectations and consequences:
·· Holding regular required trainings can
inform personnel, but it takes more to
transform a company culture into one that
limits risk.
·· A focus on correct conduct needs to
convey that the risk tolerance bar has been
lowered. Rewarding or incentivizing that
conduct can be more effective. Studies
have shown positive rewards are more
motivational than negative ones.7 The
focus needs to shift to promoting
behaviors that encourage employees to
take responsibility for consistently doing
the right thing.8
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·· Issues and results should be communicated to show transparency and
management commitment. Too many
companies implement compliance and
ethics programs, but fail to tell employees
details of investigations, citing confidentiality concerns. Develop a compliance
culture that regularly communicates
results.9 This helps maintain strategic
alignment of efforts and organizationwide awareness about the commitment to
compliance.
Few would argue that compliance and
risk mitigation are more important than ever
before. However, compliance professionals
still need to ensure their role and authority
are clear in their organization. Showing the
strategic advantage of a focus on compliance;
improving prevention, detection, and
correction; and demonstrating added value
will strengthen the Compliance function and
role in the long term. ✵
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