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DEAR READER,



As the financial services industry continues to embrace
transformation, advanced artificial intelligence models are
already being utilized to drive superior customer experience,
provide high-speed data analysis that generates meaningful
insights, and to improve efficiency and cost-effectiveness.

Generative Al has made a significant early impact on the
financial sector, and there is much more to come. The highly
regulated nature of our industry, and the importance of data
management mean that the huge potential of Al must be
hamessed effectively — and safely. Solutions will need to
address existing pain points — from knowledge management
to software development and regulatory compliance — while
also ensuring institutions can experiment and learn from GenAl.

This edition of the Capco Journal of Financial Transformation
examines practical applications of Al across our industry,
including banking and fintechs, asset management, investment
advice, credit rating, software development and financial
ecosystems. Contributions to this edition come from engineers,
researchers, scientists, and business executives working at the
leading edge of Al, as well as the subject matter experts here
at Capco, who are developing innovative Al-powered solutions
for our clients.

To realize the full benefits of artificial intelligence, business
leaders need to have a robust Al governance model in place,
that meets the needs of their organizations while mitigating the
risks of new technology to trust, accuracy, faimess, inclusivity,
and intellectual property. A new generation of software
developers who place Al at the heart of their approach is also
emerging. Both GenAl governance and these ‘Developers 3.0’
are examined in this edition.

This year Capco is celebrating its 25th anniversary, and our
mission remains as clear today as a quarter century ago: to
simplify complexity for our clients, leveraging disruptive thinking
to deliver lasting change for our clients and their customers.
By showcasing the very best industry expertise, independent
thinking and strategic insight, our Journal is our commitment to
bold transformation and looking beyond the status quo. | hope
you find the latest edition to be timely and informative.

Thank you to all our contributors and readers.

Lance Levy, Capco CEO
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ABSTRACT

The FCA's Consumer Duty regulation aims to transform financial services for customers by requiring firms to consider
the needs, characteristics, and objectives of all their customers, and how they behave, at every stage of the customer
journey. Its success, however, is dependent on compliance from firms and with new regulations, there often exists a policy-
implementation gap whereby policies do not lead to changes in behavior. This study provides a novel approach by applying
“behavioral science frameworks” to compliance with financial regulation, improving outcomes for customers under the
FCA's Consumer Duty and future financial regulatory change.

1. INTRODUCTION

In July 2022, the U.K.’s Financial Conduct Authority (FCA)
published the final version of the Consumer Duty, a standard
aimed at driving a new principle requiring financial services
firms in the UK. to act to deliver good outcomes for retail
customers [FCA (2022a)]. Since the financial crisis,
government and regulatory authorities have sought to tackle
causes of weak competition in financial services, motivated
by concerns regarding poor customer outcomes, high
prices, and poor value [WBF (2023)]. While competition has
improved, as recognized by the FCA in a strategic review of
retail banking, it is still the case that consumers, especially
those in vulnerable situations, experience subpar outcomes.
This issue has become more pertinent as the sector adapts to
post-pandemic changes in consumer behavior and increasing
advancements in technology [FCA (2022b)]. In response,
the Consumer Duty requires firms to consider the needs,
characteristics, and objectives of all their customers, and how
they behave, at every stage of the customer journey. While

acknowledging that consumers are ultimately responsible for
their actions, the principle obliges firms to provide a layer of
protection for customers due to the imbalance in bargaining
power and expertise between them and the firms, and due
to customers’ susceptibility to cognitive biases, which may
hinder their decision making [FCA (2022a)].

The Consumer Duty consists of three components: a new
consumer principle that requires all financial services firms
to “act to deliver good outcomes for retail customers,” cross-
cutting rules to support the new principle, and four outcomes,
each with rules for firms to follow to drive these good outcomes
for their customers. Besides acting to deliver good customer
outcomes, firms will need to understand and demonstrate
whether those outcomes are being met. The deadlines are
tight, as all new and on-sale products and services must
comply by July 2023, and all closed products and services
by July 2024 [FCA (2022a)]. The Duty employs an innovative
data-led supervisory strategy that transforms the FCA's ability
to supervise. By asking firms to police themselves, the FCA is

' This article was written in partnership with The Fairbanking Foundation.
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effectively putting the onus on governing bodies to determine
whether a given firm is delivering good outcomes; hence
enabling the FCA to apply limited supervisory resources more
effectively [WBF (2023)]. This outcomes-based approach
has the potential to be transformational, providing benefits
for the regulator, the firms, and the consumers. Its success
is, however, dependent on compliance from firms and with
new research and regulations, there often exists a policy-
implementation gap whereby policies do not lead to effective
changes in behavior [Hudson et al. (2019)].

The literature suggests that compliance with financial
regulations involves a variety of individual behaviors influenced
by a combination of instrumental and normative factors,
as well as cognitive and behavioral processes. Behavioral
science insights have been successful in changing consumer
compliance behaviors in the financial services industry.
However, further research is needed to explore the application
of behavioral interventions to change the behaviors of finance
professionals, particularly in the context of compliance. The
use of “behavior change frameworks” offers a potential avenue
for designing effective interventions that address the barriers
and enablers of compliance behaviors, ultimately improving
customer outcomes in the context of the Consumer Duty.

2. BEHAVIOUR CHANGE WHEEL (BCW)

Behavior change frameworks, such as the “behavior change
wheel” (BCW) [Michie et al. (2014)], are useful tools for
understanding barriers and enablers of compliance behaviors
and designing effective behavioral interventions. The BCW’s
core model, the COM-B model of behavior change, identifies
capability (C), opportunity (0), and motivation (M) as the three
drivers of behavior (B) (Figure 1). To influence behavior, the
individual must be motivated to change, while also possessing
the capability and opportunity to do so. Capability can be
psychological, relating to knowledge and skills, or physical,
related to physical abilities. Opportunity can be physical, such
as environmental factors, or social, influenced by interactions
with others. Motivation can be automatic, such as impulses
and inhibitions, or reflective, related to planning and conscious
decision making. The COM-B model suggests that the absence
of any of these components can contribute to the policy-
implementation gap and offers “behavior change techniques
(BCTs) depending on which element requires modification.
The efficacy of the COM-B model has been thoroughly
demonstrated in the context of healthcare policies [Handley et
al. (2016)], but its application to the financial services industry
is relatively unexplored.

Figure 1: Behavior change wheel
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3. PRESENT STUDY

Insights from behavioral science provide the potential to
understand how and why professionals behave in response
to regulation and to identify which factors contribute to
variability in effectiveness and can be changed to improve
outcomes [Peat (2021)]. This study investigated the policy-
implementation gap in finance by using the BCW to identify
barriers to behaviors that consumers and professionals
identify as essential for achieving good customer outcomes,
and potential interventions to target these. The findings are
expected to have implications for improving the success
of financial regulations in the future and ultimately lead
to improved financial outcomes for customers. The research
was conducted in two phases, answering the following
research questions:

1. Comparing the views of consumers and professionals,
what target behavior will have the largest impact on good
customer outcomes?

2. Using the BCW, what are the barriers and facilitators
to the target behavior, and how can these be
modified through “intervention functions” and “behavior
change techniques™?

A mixed-methods study design was utilized, consisting
of a quantitative survey with consumers and qualitative
semi-structured interviews with practitioners. A survey was
conducted with users of unsecured loan products to identify
which actions they believed would lead to the most satisfactory

outcomes. To supplement consumers’ views, interviews were
conducted with a group of financial services professionals and
analyzed inductively to determine their views on the required
behaviors. This was compared to the behaviors deemed
important by consumers to define the target behavior that
contributes to the successful implementation of the Consumer
Duty standards. To understand the barriers and facilitators
to this target behavior, the interviews were then analyzed
deductively using the COM-B model.

4. RESEARCH QUESTION 1: WHAT TARGET
BEHAVIOR WILL HAVE THE LARGEST
IMPACT ON GOOD CUSTOMER OUTCOMES?

To gauge consumers’ expectations from firms, and to define
the behaviors that contribute to the successful implementation
of the Consumer Duty standards, a survey was conducted
with users of unsecured loan products to understand which
actions, taken by the bank in response to the identification
of consumer harm, they believed would lead to the most
satisfactory outcomes. Interviews were then conducted with
a group of financial services professionals to determine their
views on required behaviors for compliance and for culture
change, and to compare this to the behaviors deemed
important by consumers.

To determine which actions were most favored by consumers,
survey responses were ranked by the frequency by which
they were chosen. To determine the drivers of this ranking,
frequencies were calculated based on which outcome they

Figure 2: Percentage of time an action from a category was chosen, by outcome
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Figure 3: Frequency of actions chosen
Il Prevention M Remediation I Communication B Mitigation

Help to reduce the effect on you, such as by freezing interest payments.
Inform you which actions you can take to protect yourself from this problem in the future.
Comply promptly with any requests of remedial action or compensation you may ask for.
Release you from your loan or credit card agreement without any penalty charges.
Offer you financial compensation.
Make sure you can contact someone via your preferred mode of communication, to help you understand what is going on.
Prompt communication to inform you that an issue has been identified.
Personalise communication with you so you know exactly how you have been affected.
Communicate the bank’s actions in response to discovery of the issue.
Avoid communication and fix the issue without you finding out.
Investigate the circumstances which led to this occurring.
Train employees to deliver a better service to remediate the impact of the issue.
Bring in external experts/consultants to investigate and remediate the issue.
Update or amend the design of the product.
Test products with consumers before they go on sale (known as “due diligence”), to prevent repetition of the problem.
Inform you that you have a right to make a complaint, and how to do so.
Simplify the product to reduce the risk of issues in the future.
Test the product or communication with consumers to understand the impact on customers.
Increase the frequency at which products are reviewed in the future.

Withdraw the product to new customers only, i.e., stop selling the product.
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Figure 4: Percentage of times each action was chosen when presented as an option

Help to reduce the effect on you, such as by freezing interest payments.

Make sure you can contact someone via your preferred mode of communication, to help you understand what is going on.
Investigate the circumstances which led to this occurring.

Prompt communication to inform you that an issue has been identified.

Inform you which actions you can take to protect yourself from this problem in the future.
Personalise communication with you so you know exactly how you have been affected.
Inform you that you have a right to make a complaint, and how to do so.

Comply promptly with any requests of remedial action or compensation you may ask for.
Release you from your loan or credit card agreement without any penalty charges
Communicate the bank’s actions in response to discovery of the issue

Train employees to deliver a better service to remediate the impact of the issue.

Simplify the product to reduce the risk of issues in the future

Offer you financial compensation

Test products with consumers before they go on sale (known as “due diligence”), to prevent repetition of the problem.
Bring in external experts/consultants to investigate and remediate the issue.

Update or amend the design of the product.

Test the product or communication with consumers to understand the impact on customers.

Increase the frequency at which products are reviewed in the future.

Withdraw the product to new customers only, i.e., stop selling the product.

Avoid communication and fix the issue without you finding out.

Note: Error bars show standard errors.
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were in response to, as well as the demographic factors of
social grade, education, and household income. Chi-squared
tests were performed to determine whether these had a
significant effect on preferences.

To determine which behaviors practitioners partook in the
most frequently, interview data were analyzed inductively
using Braun and Clarke’s (2006) six-phase thematic analysis
process (Figure 2). Initial codes were generated by labeling
each smallest possible data fragment with a descriptive unit
of meaning. Codes were based on quotes that reflected a
behavior performed by the practitioner, which related to either
compliance or a culture change in response to the Consumer
Duty. Initially, 218 codes were identified, but throughout
an iterative process of condensing, synthesizing, and
restructuring, codes were merged into 67 distinct behaviors
[Miles et al. (2014)]. Codes were then collated into potential
themes and themes were categorized deductively based on
whether they contributed towards compliance —i.e., they were
required in the FCA’s Consumer Duty Guidance — or whether
they related to a wider cultural change.

As per Braun and Clarke’s (2006) process, themes were then
reviewed to ensure that they fit with the coded extracts and the
entire dataset. Themes were refined iteratively throughout an
ongoing process to create distinctive names and definitions.
To ensure reliability, an extract of the raw data, the original
code(s), and the related themes, with definitions, was created
for one of the interviews, which was analyzed by trustees at the
Fairbanking Foundation. Any discrepancies were discussed,
and a conclusion was drawn that satisfied both coders and
prior coding was modified to reflect the change. To answer
the research question, the behaviors identified and prioritized
in consumer survey findings were compared to the behaviors
identified by practitioners in interview findings.

4.1 Quantitative results

4.1.1 WITHIN EACH OUTCOME

The output of the survey is a ranking of consumers’ preferences
for each of the actions in comparison to each other. Mitigation
was the most chosen category overall (29.1%), followed by
communication (26.2%), and remediation (23.0%). Prevention
was the least preferred category (21.7%). This ranking was
the same across all four outcomes bar Products and Services,
whereby remediation was the least chosen frequently (Figure
2). A chi-square test of independence showed a significant
association between Consumer Duty outcome and preferred
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category of action, X? (9, N = 28,032) = 81.59, p = .000. For
Consumer Support, consumers were significantly less likely to
have chosen prevention (p < .05), and significantly more likely
to have chosen mitigation (p < .1).

4.1.2 WITHIN EACH CATEGORY

The most chosen action was for banks to: “Help to reduce the
effect on you, such as by freezing interest payments”, which
was categorized as mitigation, and the least chosen was to
“avoid communication and fix the issue without you finding
out”, categorized as communication. See Figure 3 for the
frequency of each action, by category.

4.1.3 ACROSS CATEGORIES

Figure 4 shows a ranking of the times each action was
chosen, as a percentage of the number of times it was
presented to participants.

4.1.4 DEMOGRAPHICS

To determine the drivers of preferences, frequencies by
category were calculated based on the demographic factors
of education, household income, and occupation. A chi-square
test of independence showed no significant association
between level of education and preferred category of action,
X2 (12, N = 27,640) = 13.64, p = .324; between occupation
and preferred category of action, X? (9, N = 28,032) = 11.50,
p = .243; or between household income and preferred
category of action, X? (12, N = 28,032) = 10.31, p = .589.

4.1.5 SUMMARY

The most frequently chosen actions by consumers were for
firms to help reduce the effect on them; make sure they can
contact someone; and investigate the circumstances which
lead to this occurring. The least chosen actions were for
firms to avoid communication and fix the issue without you
finding out; withdraw the product to new customers only;
and increase the frequency at which products are reviewed
in the future. In essence, consumers sought immediate harm
limitation, ease of communication, and proactive investigation,
with a strong preference for personally beneficial and short-
term actions over those with broader implications. Prevention
was the least prioritized category for consumers, who instead
preferred reactive actions, such as mitigation and remediation,
over proactive identification of issues. For the Consumer
Support category, consumers were significantly less likely to
have chosen prevention and significantly more likely to choose
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mitigation than for the other three categories, suggesting that
this preference is heightened in situations requiring support
from the credit provider. The survey did not find significant
statistical differences across demographic sub-groups,
such as education, occupation, and household income. This
indicates that consumers’ expectations of firms’ responses to
harm are relatively consistent across diverse backgrounds and
economic profiles.

4.2 Qualitative results

The results are presented in relation to either compliance
or culture, along with generated sub-themes, supporting
references and participant numbers in brackets.

4.2.1 COMPLIANCE BEHAVIORS

« Interpretation: practitioners stated that the first action
they took was to interpret what the regulation expected of
them and how they would be supervised. They described
how interpreting the regulation went beyond the guidance,
given that there was the need to consider how it applied
to their firm: “The first is that it's still regulation. So it's
written in regulatory language. So normal business people
might struggle to understand it particularly well. You kind
of need the compliance interpretation of it.” [P6]

Education: colleagues across the bank need to be
educated on what needs to happen and why it needs to
happen. There was an acknowledgement that banks can
educate themselves by conducting customer research,
especially in the context of vulnerable customers: “a

lot about what we do is ... around convincing yourself
that what you do today is acceptable, and therefore

not acknowledging the need to culturally ... be doing
something different in order to improve that customer
experience, especially for those that are older, more
vulnerable.” [P1]

Use of data: once data was collected, practitioners
highlighted the process of converting it into insight and
using it to drive change and evidence compliance: “When
all is said and done, ... how do we simply put, what we
do and how does that align to the Duty and | think that. ..
if you can't say it simply then you’re obviously not doing
it.” [P2]

Prioritization and planning: to prepare for meeting
the regulation, practitioners stated that the allocation

of dedicated resources and budget was essential. The
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importance of planning was also mentioned, due to the
limited time scales: “l and my team were hired into the
Consumer Duty roles as the first line of defense and the
view was that the first line of defense will put together the
business plan that’s ... all the actions and workflows that
we need to complete by, we set ourselves a deadline at
the end of March.” [P6]

4.2.2 CULTURE CHANGE BEHAVIORS

 Collaboration: practitioners highlighted the importance
of collaboration, both across internal teams and externally
with other firms and with the regulator: “| think that there’s
opportunity, where there is no competition or market
risk ... My point being that either through firms or trade
bodies, such as UK finance, for example. And to the
FCA, there’s opportunities with things like this, to define
collectively at industry level what good looks like.” [P1]

Update internal processes: for culture change to occur,
banks need to invest in, and prioritize culture change,
which can be done through utilizing technology, data, and
communication with customers. It is also important to
adopt an iterative approach to new processes, learning
from experience, and evidence change to highlight
benefits: “To fully implement Consumer Duty ..., you
know, it's not a one and done. It’s ... very much an
evolving process.” [P4]

Change in mindset: acknowledging the need for
change and adopting a non-economic viewpoint/mindset
compared to one that traditionally values returns over
outcomes for customers was highlighted by practitioners.
For this to occur, it is important to create psychological
safety in teams, whereby colleagues feel comfortable
speaking up, challenging each other, and producing

new ideas: “So | think there was definitely like, a lot of
talk around. .. not having that culture where people feel
comfortable to speak up or people... have that customer-
centric mindset.” [P9]

Embedding: practitioners acknowledged that the whole
firm must be mobilized to change, and a long-term culture
shift requires all teams to embed the Consumer Duty

into every piece of work. There is also a need to align the
change with the bank’s long-term strategy: “But the whole
point of Consumer Duty is it's embedded at every level of
the organization.” [P6]
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Figure 5: Braun and Clarke’s (2006) six stages of thematic analysis
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4.2.3 SUMMARY

Finance professionals drew a clear distinction between
actions required for compliance with the Consumer Duty by
the deadline and those necessary to instigate a long-term,
firm-wide cultural shift. Regarding compliance, their efforts
were primarily focused on education, acknowledging that
banks could enhance their knowledge through participation
in training sessions, and conducting primary or secondary
research. Proactive planning, prioritization, and data-driven
insights were also emphasized as key factors for compliance.
Despite the FCA’s outcomes-based approach to the Consumer
Duty, compliance behaviors appeared process-driven, centered
around identifying the necessary actions and providing
evidence of their completion. For culture change, professionals
emphasized the significance of collaboration with colleagues,
other firms, and regulatory bodies to collectively define
success. Compared to consumers’ preferences, the behaviors
of professionals exhibited more breadth across the firm and
had an equal impact on all customers. This encompassed
adopting a long-term change in mindset and embedding the
principles of the Duty into every aspect of their work. Few
participants mentioned seeking consumer input on desired
firm behaviors, and it did not emerge as a prominent theme
for either compliance or culture change. Consequently, the
target behavior of conducting consumer research was chosen
to bridge the gap between consumers and professionals and
promote positive customer outcomes.

and literature,
producing a
scholarly report
on the analysis

5. RESEARCH QUESTION 2: WHAT ARE
THE BARRIERS AND FACILITATORS
TO THE TARGET BEHAVIOR, AND HOW
CAN THESE BE MODIFIED THROUGH
“INTERVENTION FUNCTIONS” AND
“BEHAVIOR CHANGE TECHNIQUES”?

To identify barriers and facilitators of the target behavior,
the interview data were analyzed using Fereday and Muir-
Cochrane’s (2006) deductive thematic analysis method
based on the COM-B model (Michie et al., 2014) and Braun
and Clarke’s (2006) six-phase thematic analysis process.
As the interview questions regarded general challenges to
implementation, responses were only coded if they related to
the target behavior of conducting research with consumers.

To apply the COM-B model to the data, a code manual was
created whereby each element of the COM-B model had
a label, a definition, and a description of qualifications and
exclusions to demonstrate when the code occurs [Boyatzis
(1998)]. The transcripts were then coded deductively using
the code manual. To ensure reliability, the first interview
was analyzed by trustees at the Fairbanking Foundation.
Any discrepancies were discussed, a conclusion was drawn
which satisfied both coders, and the code manual was
modified to reflect the change before continuing to code the
other interviews.
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Following deductive coding, data were then coded inductively
to identify relevant themes under each COM-B component.
Initial codes were generated by labeling each smallest possible
data fragment with a descriptive unit of meaning, this time in
relation to a barrier or enabler to the target behavior. Initially,
571 codes were identified, but after three iterative rounds of
restructuring, similar codes were consolidated, and 172 codes
remained [Miles et al. (2014)]. Codes were then collated into
themes that could be categorized within each COM-B domain,
which became the overarching theme.

Themes were reviewed, second-coded, and refined as
described in the first round of coding. Intervention functions
and behavior change techniques were identified based on the
relevant COM-B influences, and these were analyzed using
the APEASE criteria to suggest the most suitable techniques
for influencing practitioners’ behavior.

5.1 Results

The results are presented in relation to each COM-B
component, along with generated sub-themes, supporting
references and participant numbers in brackets.

5.2 Capability

5.2.1 PSYCHOLOGICAL CAPABILITY

Practitioners frequently mentioned the difficulties they faced
in interpreting the regulation and understanding what was
required of them by the FCA: “But we don’t actually know and
there’s nothing in the regs that tells us specifically, we can’t do
this or we should do this.” This was due to the guidance being
ambiguous and unclear, with participants recognizing that the
FCA's thinking was developing alongside theirs. Participants
suggested that the guidance lacked examples of best
practices that would have provided tangible insight into what
they should be doing: “It's certainly weak in many aspects. It's
a little unclear, | guess what good looks like.” [P6; P9]

Even once the bank had collected data or research, there was
a lack of understanding of how to use it: “What is difficult
is to turn that into insight. So the key things that really give
you confidence around the outcome you're delivering.” Lack
of knowledge and skills was a barrier for colleagues at all
levels, driven by the absence of learning from experience and
a traditional mindset that prioritizes returns over all else: “So
why should we invest lots of money to do Consumer Duty as
best as we possibly can if ultimately it's going to drag down
returns?” [P3; P7]
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5.3 Opportunity

5.3.1 PHYSICAL OPPORTUNITY

Physical opportunity barriers included limited budget,
resources, and time, meaning that other activities are
prioritized over research with customers: “Now, the latter i.e.
the data, that requires material investment, okay, and I'll stop
short of saying how many materials but material investment
okay,”. This was heightened by the unexpected magnitude of
the regulation: “Consumer Duty has been really challenging
because well, firstly, the breadth of it, the difficulty in defining
scope, but the need for like strategic decisions on everything.”
[P1; P9

Many practitioners stated they were working on the Consumer
Duty alongside their usual responsibilities: “It was long days,
it was you know, you need to kind of do your BAU stuff on
top of doing this project on the side.” The time limitations
lead practitioners to prioritize the minimum requirements for
compliance by July over wider changes, such as conducting
consumer research: “But | think right now in a way, | think
we're just doing work so that we meet that July deadline. And
then everything else will probably be in the future.” [P10; P9]

5.3.2 SOCIAL OPPORTUNITY

Working with colleagues and receiving support from senior
managers were key factors in influencing practitioners’
behavior. Participants mentioned a lack of accountability,
and a need to share accountability across the bank and work
collaboratively: “We try to ensure that we have really good
relationships and we've tried to work towards them and sort
of negotiate and compromise on something if they disagree
with us.” [P9]

A lack of support from senior managers was cited as a
key barrier, linked to the capability of the managers in their
understanding and prioritization of what needs to change: I
want to know nothing at all unless there’s a problem that you
need my help solving.” One participant mentioned issues with
bureaucracy as a barrier to implementing change: “In those
types of firms, especially in kind of big organizations, there is
a lot of bureaucracy and red tape and probably multiple levels
of approval before you can get something like that done.”
[P6; P10]
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5.4 Motivation

5.4.1 REFLECTIVE MOTIVATION

Many participants mentioned that the lack of motivation to
conduct customer research was related to the belief that there
would not be much value gained in talking to customers: “So
| don't think sometimes asking a customer ... what would a
good outcome look like for you? | don't think we’d necessarily
get a great deal more learning than we’ve already got.” More
generally, there was a lack of belief in the impact of the Duty,
as many participants believed they were already compliant
and, hence, there was no need to make any changes: “I think
that comes back to that ... misunderstanding and it almost
being seen as a bit of an over and above, well we already do
a lot of this why are we having to do it; another hoop to jump
through from the regulator.” [P3; P11]

This was driven by regulatory fatigue due to the number
of regulations to follow, and a lack of understanding of the
motivation of the FCA for creating the Consumer Duty:
“Why they’re dressing this up as kind of a new duty is a little
bit yeah, the cynic in me just thinks it's, you know, we need
to justify our fees and there is definitely a political angle to
that.” [P10]

5.4.2 AUTOMATIC MOTIVATION

Unclear expectations of enforcement from the FCA led to
a lack of automatic motivation from participants. Some
participants expected the FCA to be strictly enforcing the Duty:
“So we're on notice that every initiative, every policy change,
which might make things harder for customers, needs to be
scrutinized through the lens of Consumer Duty. And if we don’t
scrutinize it then the FCA will,” leading to a prioritization of
compliance over culture change. [P3]

Other participants believed the FCA would not be enforcing
the Duty: “There’s still this well the FCA is not going to come
knocking on my door mentality because they won't in all
likelihood,” leading to a lack of motivation to change at all. [P6]
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Most participants were unclear about how they would be
supervised, while some mentioned that they expected it to
differ by firm: “Some firms will gold plate what they already
do and spend oodles and oodles and do things brilliantly and
amazingly. Firms will do a little bit and then there’ll be other
firms that do bugger all, let's be honest.” This ambiguity in
enforcement is driven by the lack of transparency from the
FCA, decreasing firm’s trust in the regulator and demotivating
them to comply: “I think where the lack of information or
transparency from the FCA stems from now is we don’'t
really know how the model of supervision will change post-
Consumer Duty.” [P1; P7]

5.5 Proposed “intervention functions”
and “behavior change techniques”

To identify the most effective interventions to increase the
target behavior and have the greatest effect on the outcome
of good customer outcomes, the 20 barriers identified in the
behavioral diagnosis were first assessed for need for change
to ensure that targeting this barrier will have an impact.

This resulted in 11 influences that were mapped to
intervention functions using the BCW matrix [Michie et al.
(2014)]. Proposed intervention functions were evaluated using
the APEASE criteria (affordability, practicability, effectiveness
and cost-effectiveness, safety and side effects, and equity), to
select the most suitable, and these were operationalized using
frequently used behavior change techniques.

5.6 Summary

The results identified psychological capability as the
COM-B component with the most barriers to conducting
consumer research. Participants mentioned they had trouble
understanding and interpreting the regulation, and so did not
see how consumer research would be valuable. Even if they
did identify this as an action, they were not aware of how
to effectively apply any knowledge gained. This aligns with
instrumental theories of compliance, as professionals cannot
conduct a cost-benefit analysis without full knowledge of the
outcomes of the behavior [Becker (1968)]. Similarly, Zeng
and Botella-Carrubi (2023) found that practitioners usually
consider consumer research as being “irrelevant” in guiding
their decision making, since they do not have the knowledge
or skills to understand the impact of the research.
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Rousseau (2006) suggested that “Big E” evidence -
generalizable knowledge of research methodologies —
combined with “little e” evidence — knowledge of a particular
context (in this case, consumers of finance products) — is
required for successful research. In this study, the BCTs of
“information about social and environmental consequences”,
“instruction on how to perform the behavior”, and “action
planning” were suggested. From the top, firms can educate
their employees on how consumer research is a valuable
activity in the context of the regulation and provide training on
how to get the most from consumer research.

Another psychological capability barrier was a lack of learning
from experience, despite the regulatory change not being
novel or unexpected. Cannon and Edmondson (2005) suggest
that complex organizations have difficulties learning from
failure. This is due to systemic barriers, such as poor detection
of failures and a lack of skills to extract lessons, and social
barriers, such as the tendency for organizations to penalize
failures and lack of skills for discussion and analysis. In this
study, the BCTs of “instruction on how to perform the behavior”
and “review outcome goal(s)” were suggested as firms should
provide training on soft skills, including the ability to learn
and adapt, and teams can reinforce learnings through review
sessions at the end of each project and planning sessions at
the start. The final psychological capability barrier was a lack
of prioritization. Planning is important in translating intentions
into behavior, as it encourages individuals to think about what
they need to do in order to change [Sniehotta (2009)]. This
study suggested the BCTs of “action planning” and “prompt/
cues” to target this barrier. Teams should also include
consumer research as an element of the implementation
plan, including context, frequency, and duration, as well
as implementing reminders to schedule research to ensure it
is prioritized.

Lack of timely clarification and guidance from the FCA
emerged as physical opportunity barriers to the target
behavior. The more precisely behaviors are specified, the
more likely they are to be conducted [Michie and Johnston
(2004)], and the behavior is not specifically mentioned in
the Consumer Duty guidelines. Professionals mentioned that
they were attempting to reach out for clarification but were
struggling to receive this. The BCTs of “restructuring the social
environment” and “feedback on outcome(s) of behavior” were
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suggested. Audit and feedback is a strategy used in healthcare
to change practice, whereby practitioners are shown how
they are currently performing compared to explicit criteria
or standards. Actions are then identified to establish how to
improve performance [Jamtvedt et al. (2019)]. In the context
of healthcare regulatory change, one meta-analysis found that
on average, audit and feedback produced a median of 4.3%
improvement in compliance [Ivers et al. (2012)], and financial
regulations such as the Consumer Duty provide opportunities
for these techniques to be applied in other contexts.

Social opportunity barriers such as lack of support from
senior managers, lack of collaboration with colleagues, and
lack of shared accountability align with normative theories
of compliance, whereby decisions are influenced by beliefs,
values, and norms that stem from social identity [Reus-Smit
(2011)]. Zeng and Botella-Carrubi (2023) found a lack of
engagement from stakeholders to be a barrier to conducting
consumer research in practice, adding that team members
often do not recognize their roles and responsibilities. They
further elaborated that this could be a result of diversity in
the team members’ academic backgrounds, cultures, and
disciplines. This study suggests the BCT of “restructuring the
social environment” to enable employees to spend time with
colleagues when prioritizing and planning, to facilitate support
for, and collaboration, on consumer research. “Reframing”
can assist with this, as advocates can convince others by
drawing attention to the benefits of consumer research
rather than the financial or time restraints. “Prompts/cues”
and “demonstration of the behavior” also assist as teams
can schedule regular check-ins or knowledge shares to
facilitate collaboration.

Motivational barriers to conducting consumer research
include the belief that the behavior lacks value; a resistance
to change; and a lack of trust in the regulator. These barriers
imply that beliefs and emotions are drivers of behavior and
provide support for the application of behavioral science to
understanding compliance. Some findings support the role
of beliefs on compliance behaviors. Wenzel (2017) found
that individuals consider their perception of fairness when
deciding whether to comply, and in the context of tax evasion
Enachescu et al. (2019) found that emotional experiences play
a role in decisions; however, little prior research has been
conducted on regulatory compliance of professionals where
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the outcome has little direct personal impact. To address
reflective motivational barriers, this study suggests the BCTs
of “information about social and environmental consequences”
and “credible source” as firms can educate their employees on
how consumer research is a valuable activity in the context
of the regulation, which should come from a credible and
respected source within the bank; and “social comparison” as
colleagues can draw attention to the value brought by others
who have conducted consumer research. To target automatic
motivation, the FCA can increase trust by “restructuring the
social environment” so that it is easier for firms to get in
touch and using “prompts/cues” to schedule regular
information sharing.
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6. CONCLUSION

This study has effectively applied behavioral science
frameworks to compliance with financial regulation, aiming to
improve outcomes for customers under the FCA's Consumer
Duty. Surveys with consumers and interviews with practitioners
led to the conclusion that understanding consumers’ views
and priorities should be an essential feature of firms’
implementation plans and that consumer insight should be
used to drive decision making in response to identified poor
outcomes. The suggested intervention functions and BCTs
offer valuable insights for firms to enhance their compliance
efforts and align consumer and professional priorities
effectively. Applying these findings in practice and conducting
further research to address the identified limitations will
play a crucial role in fostering a consumer-centric culture
within financial institutions and achieving positive outcomes
for customers.
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