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• Overconfidence
• Availability bias
• Short-termism

Kaplan and Mikes
(2016)



System 1
Intuitive, automatic, effortless
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System 2
− Analytical, deliberative, effortful

− Doing a reverse park in a busy road

− Calculating 132 x 79

− Carefully reading a risk report!

Benefits of Accountability
INVOKES SYSTEM 2 THINKING (KAHNEMAN)



System 1
Intuitive, automatic, effortless
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lots of cognitive errors or behavioural
biases e.g. overconfidence, 
groupthink, availability bias, short-
termism

Benefits of Accountability
INVOKES SYSTEM 2 THINKING (KAHNEMAN)

How to boost System 2?



Accountability: Perceived expectation that one’s decisions or actions will be evaluated 
by a salient audience; rewards/sanctions will be contingent on this evaluation.
Hall and Ferris, 2011
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− More information search

− More attention

− Anticipate counter-arguments

− More self-reflective

− More effort and diligence

Benefits of Accountability
INVOKES SYSTEM 2 THINKING (KAHNEMAN)
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Poor executive accountability
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Stop executives 
hiding behind 
ignorance and 
group decision 
making 
processes.

I didn’t know 
what was going 

on

Not my 
respon-
sibility



Cumulative Abnormal Returns (CAR)
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CAR for Equifax and peer firms from 1 calendar month before the public disclosure of the 
cybersecurity breach to 12 months after the breach. 



Appropriate consequences for poor outcomes?
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New executive accountability regimes
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• Clear, individual
accountabilities

• All variable 
remuneration deferred

• Malus clauses address 
poor risk outcomes
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Benefits of Accountability Regimes
HYPOTHESES

2. Better risk management 
behaviour by senior 
executives causes risk 
culture to thrive.

1. New regulations cause 
senior executives to be more 
diligent in their risk 
management.



− Confidential interviews with 
risk/compliance and assurance 
executives about experiences of the 
BEAR

− 41 participants representing 15 firms

− Of the 41, 18 were ‘Accountable 
Persons’
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Research on the BEAR
CONFIDENTIAL INTERVIEWS AND SURVEYS



Participating Organisations by Size
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Industry Tenure of Interviewees
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Survey Measures
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Implementing the BEAR
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Implementing the BEAR
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Implementing the BEAR
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‘We developed a series of case studies. We had five or 
six in total. We got a number of [accountable persons] 
to participate in those workshops. They went for a 
number of hours, and that actually helped us clarify for 
ourselves where there's some crossover of 
accountabilities as to who's responsible for what part. 
So I think that was incredibly beneficial.’



What is Accountability?

23

‘I think we all have to delegate. We can't delegate 
accountability but we certainly delegate the 
responsibilities for doing these things and we have 
to be reliant on the people and the structures 
beneath us to do that.’



BEAR brings clarity to accountability
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Benefits of clarity of accountability
REACTING TO CRITICAL INCIDENTS, RED FLAGS
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Voice of risk is enhanced
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Taking ‘reasonable steps’
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Line 1 stepping up
RESPONDING TO ISSUES
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Working practices change
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Benefits of clarity of accountability
REACTING TO CRITICAL INCIDENTS, RED FLAGS



Normalising good risk management
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BUILDING RISK CULTURE

BEAR Executives feel 
more accountable

Executives truly 
engage in risk 
management

Juniors 
mimic 

seniors’ 
behaviourBehaviour is repeated 

and normalised
Risk culture 
is enhanced



More information

− New book

− Global MBA (online)

− M.App.Fin. (hybrid)
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