BUSINESS ETHICS 7



IS BUSINESS ETHICS AN OXYMORON IN THE BANKING SECTOR?
By Name





Course:
Instructor’s Name:
Institution’s Name:
City/State
Date


Introduction
The growing incidences of reporting on corruption and global fraud have resulted to development of myths concerning the remedy for business amorality in the contemporary business world (Bhasin, 2015). One of the myth regards the growing perception among people in the public on the assumption that greed is the bottom line of all businesses. The myth is perceived on the basis that firms inevitably make unethical decisions in the quest for generating profit at the expense of the public (Brusseau, 2012). The proof of the assumption is based on financial fraud and layoffs that exists among firms (Bhasin, 2015). 
Financial fraud among other unpopular business practices increases the perception that business integrity is just an oxymoron. The misunderstanding, however, lies with the public inability to differentiate between unpopular business practices and unethical practices (Brusseau, 2012). For instance, layoffs might be considered as an unethical practice among firms whereas, from a business perspective, layoffs are done for the survival of a business. This essay is aimed at discussing business ethics in the banking sector and whether such business ethics are an oxymoron. 
Business Ethics Definition
The concept of business ethics refers to a set of moral principles which differentiates an organization’s right or wrongdoing. Ethics concept is considered as normative since ethics are justifications of abstract standard upon which people or organizations act. From a personal perspective, ethics refers to an individual’s understanding of whether an act or a decision is right or wrong (Shepard, Shepard and Wokutch, 1991). From a business perspective, ethics refers to business situations, decisions, and activities that determine right or wrongdoing.  Therefore, ethics in the business field requires honest deeds within an organization or outside an organization including the environment. 
The concept of business ethics can be divided into various segments including fair competition, social responsibilities advertising, justice and fairness in handling employees, consumer autonomy, society’s expectations, the environmental footprint of an organization, corporate behavior in international markets among other aspects (Shepard, Shepard and Wokutch, 1991). From the various definition put forward by various authors, business ethics relates to the conduct of business in decisions and activities to the stakeholders and the environment. Organizations are expected to operate within the ethically accepted boundaries failure to which results to unethical practices and negative public image and perception concerning an organization (Brusseau, 2012). 
Ethical Banking
The concept of ethical banking refers to the financial services that are aimed at fostering equality and sustainable development (Brusseau, 2012). Ethical banks are those banks that assess profit not only on financial terms but also in social terms. Ethical banking facilitates direct financing with the use of credit as well as venture capital that enables financial institutions to meets the needs and expectations of the business owners, customers, and institutions (Fetiniuc and Luchian, 2014). 
Ethical issues that are commonly found in the banking sector include criminal action liquidation, fraud, corruption and bribery (Fetiniuc and Luchian, 2014). The good and efficient banking system is universally accepted as a strategic factor in facilitating economic growth and smooth running of the money market. Therefore, the sector is highly regulated to prevent unethical practices that result in losses to both banks and customers. Besides, unethical practices within the banking industry retard economic development by reducing money available to consumers that can be directed to the development of an economy (Fetiniuc and Luchian, 2014). For instance, Punjab National Bank, an Indian bank engaged in unethical practices through fraud. In the last five years, the bank has lost Rs227 billion through fraud (Gayathri and Mangaiyarkarasi, 2018). The fraud raised concerns on the banks’ internal safety of operations and thus, raising the question of whether business ethics are an oxymoron. Over the years, fraud has not been detected at Punjab National Bank implying the presence of insider intervention in concealing fraud (Gayathri and Mangaiyarkarasi, 2018). 
Despite the strong regulations in the banking industry that governs the conduct of the banks; unethical practices such as fraud still prevail in the contemporary business world. Major causes of frauds in the sector include siphoning and diversion of funds, overvaluation of collaterals, and absence of documentation among other unethical practices (Gayathri and Mangaiyarkarasi, 2018). 
Business Ethics Strategy in the Banking Sector
Ethics is considered to play a crucial role in the banking sector. This is attributable to the high level of trust requirement among the customers and thus, an organization becomes adversely affected on reputation upon conducting unethical practices (Weiss, 2014). Besides, a bank acts as an intermediary between the creditors and the depositors, a sensitive relationship where ethical practices are highly required (Gayathri and Mangaiyarkarasi, 2018). A bank’s reputation is manifested in ethical practices such as integrity, honesty, accountability, social responsibility, and compliance. Customers and creditors value these ethical practices and thus, become loyal to organizations that demonstrate ethical values (Klimsza, 2014). 
On the contrary, bride acceptance in return for a loan, deceiving customers, and lending to connected customers are considered as unethical in the banking sector (Fetiniuc and Luchian, 2014). However, a customer may not be in a position to establish unethical practices in a bank. However, the presence of transparency and honesty meets the expectation of customers and creditors and facilitate the smooth running of companies in the banking sector. 
Besides the regulations set by governments and treasury to prevent unethical business practices, banks have a code of ethical conduct that regulates the employees as well as the top executives of a bank (Gayathri and Mangaiyarkarasi, 2018). Further, regular audits are conducted to establish unethical practices such as fraud and individuals held on practicing unethical practices against the set conduct are held liable for their actions and decisions (Bhasin, 2015). Therefore, executives and employees are expected to adhere to the ethical standards put forward to prevent the development of unethical practices within the banking industry. 
Competitive Advantage and Business Ethics
The banking sector has experienced intense competition in the contemporary business world. Therefore, banks focus on differentiation strategy by leveraging cost and value (Klimsza, 2014). The extent of value leverage is determined by customers’ satisfaction. However, customers’ satisfaction cannot be achieved without the ethical practices of a bank. Ethical practices within the banking sector, therefore, create a higher level of customer satisfaction and thus, enhance customers’ loyalty and creating a competitive edge to the banks that enhances in ethical practices (Enofe et al., 2015). From a global perspective, customers become loyal to banks that strictly adhere to the code of ethics put forward by the regulators and the individual banks. on the contrary, customers become dissatisfied with the banks that do not follow any type of code of ethics and the customers eventually switch to banks that demonstrate ethical practices as argued by Klimsza (2014). 
Organizations in the banking sector are expected to prioritize on matters that relate to ethics such as sharing of true information, empathy on employees, justified price and service quality (Fetiniuc and Luchian, 2014). However, unethical practices such as deceptive advertising, bribes and concealing of information results to loss of public trust and interest and promote customer dissatisfaction (Weiss, 2014). Various organizations have suffered huge costs due to unethical practices and thus, it can be concluded that acting ethically plays a crucial role in reducing costs among organizations in the banking sector and thus, facilitate their sustainability in the sector. 
Institutionalization of Ethics in the Banking Sector
The top management of banks significantly has an influence on ethical or unethical practices within an organization. They have the reasonability to create an environment that promotes ethical decision making by making ethical practices mandatory or through institutionalization according to Weiss (2014). Various researchers have established that ethical practices within an organization demonstrate the top level managers’ inclination towards ethical practices (Fetiniuc and Luchian, 2014). On the contrary, the manifestation of unethical practices within an organization illustrates lack of upholding ethical practices among the top executives (Shepard, Shepard and Wokutch, 1991). This is attributable to the fact that, top managers have a higher influence on the employees including on ethical issues.  
Institutionalization of ethics within an organization in the banking sector includes developing and implementing a code of ethics, training on business ethics and the use of formally appointed ethics committee within an organization. 
Conclusion
Business ethics plays a crucial role in the banking sector by enhancing a bank’s reputation, enhancing trust and creating a higher level of customers’ satisfaction. However, some organizations practices unethical decision making or act to achieve their bottom line on generating profit tor benefiting individuals within an organization despite the regulations by governments, World Bank and the treasuries. In the long run, such organizations suffer loses and lose trust among customers in the long run. On the other hand, an organization that demonstrates business ethical practices such as integrity, transparency, accountability, honesty, empathy among other factors create a strong reputation to the public and consequently results to having a competitive edge over their rivals in the banking sector. Although there are banks that are engaged in unethical conduct, business ethics in the banking industry are not a mere oxymoron. Businesses put more emphasis on ethics given that businesses are part of a human community which is held together by sound morals and virtues. 
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