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Abstract: Ezhics or rather is lack in finances it is a very popular topic
nowadays. Banks bave an important role in the economy and must have
a certain bebaviour towards the society, therefore must follow the moral
norms. Each banker has his set of values, which form the basis for
Judging what is "right". All the commercial banks have their own set of
rules inspired by organizational culture and management, rules that
Jfollow the Banking Code of Ethics. During their activity, banks will
seek 1o ensure a balance between the interests of customers, sharebolders,
investors and stakeholders. The paper discloses the main trends and
issues of banking ethics and the customers® experiences with the
Romanian banks.

Financial inclusion and ethical sustainability regarding the banking
system is an important subject for researchers and banfkers. Moreover, the
lack of clear ethical norms regarding the manner of communicating the
interests and commissions from the contract are affecting the customer
relationship with the bank. The study aims to increase the attention paid
to customer interests in relation with the banks and also the public
confidence in the financial banking field, by standardizing the norms of
integration and applied ethics of the country. An immoral behavionr
destroys the trust, and without trust, businesses cannot grow.

The purpose of the paper is to illustrate and correct the main dysfunctions
in the banking sector regarding the ethical behaviour, how banks can
adapt to the requirements of the society, how the Banking Code of Ethics
can be improved. Confidence in the banking environment expresses the
presumption of continned economic activity.
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1. Introduction

Ethics has a lot of definitions. Peterson (2009) defines it as good or
bad. One of the main factors that contributed to the financial crisis in 2008
were the deficiencies encountered in the corporative governance, including
the lack of some efficient mechanisms of internal control and conformity,
therefore applying ethics in corporations will implement a set of equitable
and relevant procedures (Irving et al, 2002). Without the information
needed, the moral rules will be applied. Sometimes written codes or internal
rules or business guidelines will not be followed by all the employees,
because not all of them are ethical in their values (Krishna et al., 2011).

The principles and standards that assure an effective surveillance and
promote a solid culture regarding the all the risks (Llewellyn, 2014). To
conform to the international rules and standards we should take into
consideration the professional ethics. An economy cannot exist without
ethical principles.

Moreover, economic sustainability stands up for economic growth in
otder to deliver positive social and cultural characteristics of the community.
Sustainable development refers to social capital and also persistent number
of humans as employees (Pearce, 1997).

2. Corporate ethics in banking sector

Corporate ethics are related to corporate social responsibility (CSR).
While corporations are profit orientated, CSR is the opposite: looking for an
increased level social welfare, following written procedures, but also
following the unwritten ethics rules (Boubaker et al., 2018).

Early in the 2000s, companies started to use environmental, social
and governance features as part of their strategies (The economist, 2013),
according to the CSR activities that they already embraced.

Banks should rely on a set of values and ethical principles that is
considered to be indispensable for a successful business, according to the
social and environmental responsibility. Moreover, there should be an
equilibrium between customers’ interests and the bank itself. All these
characteristics represent an integrated corporate ethics system, which are
implemented in all operational tasks of the bank, such as in daily activities of
the branches and employees and also in the management level, the board
that approves the strategic decisions of the institution.

Ethics can also be a guidance for people how to behave, how to live,
what to buy (Krishna et al,, 2011).
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All these visions on what is wrong and what is right, ethical
principles, rules of conduct are formalized and stipulated by the bank,
ensuring effective corporate governance and sustainable development.

The Bank's Code of Ethics is designed to promote the Bank's ethical
values and principles to enhance the quality of services provided and to
protect the Bank's reputation, and to be maintained by appropriate legal
ethics and functional conduct. Through this document, the Bank's
management, key positions or regular employees undertake to understand
and adhere to standards of conduct to ensure the Bank's professional
conduct, while disclosing any issues related to integrity and ethical values.

Within the applicable regulatory framework, banks should shape
their corporate governance systems to ensure customer trust and
satisfaction, increase equity value and assume social and environmental
responsibility.

Banks must encourage their stakeholders to take action and report
any potential irregularities or branches they uncover in the performance of
their duties.At the same time, the banks prohibits any repressive action
against a person who reports in good faith suspected misconduct or real
violations of the code. The bank shall protect the employees who report
violations of the code such as discrimination and unequal treatment,
forbidding adverse consequences against those who report in good faith
actual or suspected violations of the code’s values and principles. The code
should describe how ethical values and principles should be put into practice
in every behavior.

3. Ethical values adopted by the banks

Business sustainability is a mix of social and economic performance,
but nevertheless is directly connected to human capital and the ethical
values. A procedure with ethical values should deliver the standards to
consumers concerning the opportunities and rights of the relationship with
the financial institution, regarding the services/ products contracted
(Fetiniuc & Luchian, 2014).

In this section, we will propose a set of ethical values that bank
should adopt in the interest of the stakeholders and the clients, as well.

Integrity — the bank employees should behave and act fairly and
honestly in professional and business relations.

Objectivity — the obligation of all employees of the bank not to
compromise their profession due to errors, conflicts of interest or due to the
unwanted influence of other people.
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Fairness - Allocate tasks fairly, without discriminating against
customers or employees, and evaluate based on performance, needs,
contributions and responsibilities, taking into account available resources. In
order to gain trust, respect and honesty must be shown to customers. Client
relationships are governed by respect, honesty, trust, consistency, equal
treatment, objectivity and fairness.

Respect for Human Rights - Every employee must be treated with
respect and dignity and work in a non-discriminatory environment.

Professional competence and prudence - all employees are required
to continuously develop themselves, learn the legal framework, perform
their duties with responsibility, competence, efficiency, clarity and
correctness, and exercise prudence in activities or financial transactions, and
provide products and services in a responsible manner Serve customers by
using banking resources and propetly informing them.

Confidentiality — employees must maintain banking and trade secrets
of any information or data, nor use of any information for personal gain.

Transparency - The Bank's commitment to transparency in
managing its relationships with all parties involved in transactions is part of
the Bank's efforts to provide accurate, correct, timely, secure and accessible
information on matters of importance.

Commitment and Corporate Social Responsibility - The Bank is
committed to achieving outcomes that have a positive impact on all
involved: shareholders, customers, employees and society as a whole.

High levels of governance and compliance — Enforce bank
operations within an effective corporate governance framework by
establishing consistent supervisory systems, procedures and controls in line
with domestic and international legal and regulatory frameworks, while
working to protect all involved corporate officers of the bank Interests.

AML (Anti Money Laundry) — any suspected or illegal act should be
reported. The bank complies with the legal provisions, aiming at the
establishment of relationships only with trusted clients, who run legal and
legal business whose sources of income come from legitimate activities.

Avoiding defamation - requires employees to conduct their work
with integrity and honesty, respecting the interests of all parties involved and
the requirement for fair competition under specific market conditions.

4. Mechanisms of implementing ethical values for banks

A compliance system is necessary to create “ethical banking”. Ethics
represent a social responsibility and an achievement for the activity of each
employee of the bank. According to Tischer (2013), ethical banks manage
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better relationships with collaborators, such as civil society organizations, in
the benefit of social and financial inclusion. The main mechanisms for
implementing ethical values in a bank, are described below.

Conflict of interest - The Bank's employees maintain their objectivity
and avoid conflicts of interest or any other situation that could generate
conflicts of interest.

Fraud Prevention - The Bank will not tolerate fraud or conduct that
does not meet employee standards of conduct.

Anti-Corruption - No employee or other person acting on behalf of
the Bank will offer or accept any payment that could be considered a bribe.
Situations of distrust should be avoided.

Customer Knowledge - The Bank takes all necessary measures and
cooperates with other organizations and government authorities to combat
or finance money laundering and terrorism.

Fair advertising - The Bank ensures that all advertising is in line with
applicable legal provisions, is decent in terms of prevailing moral attitudes, is
true, clear and without exaggeration and carried out in a spirit of social
responsibility.

Fair competition — The Bank strictly respects the competition law in
all its activities carried out, and its employees do not allow themselves to be
drawn into understandings, agreement or practices that could have the effect
of restriction or misrepresentation competition and do not abuse the
position in the banking market, by recourse to anti-competitive acts that
could have an effect harming the interests of competing banks. Information
about competitors and their products can only be obtained from
independent sources and never from a representative of the competitor.

Corporate social responsibility - The Bank upholds the principles of
social responsibility towards society and contributes to the well-being and
economic growth of the community in which it operates, including by
providing efficient and advanced services.

5. Study on employees behaviour towards ethical values

Several interviews were conducted in March-April 2022 with front
office employees of 3 different banks: BCR, BT and BRD, all of them
having direct interactions with clients every day. The study revealed that
most of them do not know the ethic code (81%) and have never read it
before (72%). Most of them act and behave as they think it’s right and not
following the moral rules or regulations.

Figure number 1 presents the employees knowledge about the main
ethical key factors. All of the interviewed know about money laundering and
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terrorist financing avoidance: monitoring of customer transactions,
especially value payments payments made with cash or equivalent
instruments; careful observation of unusual or suspicious transactions, which
seem to have no connection with the object of activity declared by the client
and the reporting these situations according to the regulations and legislation
regarding prevention; prohibition of informing clients about possible
investigations regarding money laundering prevention.

As well, all the employees know about intimidation avoidance,
confidentiality of client’s data and equal opportunities. They ensure the
elimination of any form of discrimination by the use of correct practices in
hiring and promotion. The Bank's success increases by ensuring equal access
and applying a fair treatment to all employees regardless of race, religion,
nationality, sex, age or other particularities of the candidates, by recognition
of professional merits and stimulation of personal development, by
respecting the right to the confidentiality of personal data of the employee,
by ensuring fair and objective relations with colleagues at work.

Most of the employees have knowledge about the ethical values
regarding gifts or initiatives, receiving undue benefits or corruption (90%).

The study revealed that the ethical values that are not deeply known
by the banks™ employees are: involvement in extra professional activities, the
appearance of conflicts of interest: such as involvement in political activities
or employing relatives. Family relationships and involvement in extra-
professional activities report in accordance with the policy of the bank.

The relationship with media (82%): No employee has the right to
communicate with the mass media or to provide printed or electronically
transmitted information regarding the activity of the bank.

The Bank employees must provide customers with useful, related
information of the products and services offered, of the benefits they bring
and of the mutual commitments that a future relationship implies business.
Business ethics and advertising law require that the promotion of products
and services to be decent, fair and carried out in the spirit of social
responsibility (right advertising 88%).
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Fig.1 Ethical key-factors

Source: authors interpretation

All though, the data collected shows that employees know the ethical
key factors and values, more than 30% did not read the ethical code of the
bank and some information might be missing. In order to avoid mistakes
and a bad misconduct, banks should test the employees to measure the
knowledge about ethical principles. It is very important to remind the
employees about the importance of the ethical and moral values by training
them.

6. Conclusions

The worldwide banking system has passed through a crisis of trust
due to the corporate culture [5]. According to Mugur Isarescu, the governor
of the National Bank of Romania: “You can't have a market economy
without ethical principles. The Anglicans, the Puritans, did not conceive of a
market economy without ethical principles. The market economy has spread
to all religions, but the ethical aspect has not been given importance. In
business, greed has become an important factor. I believe that we must
return to the classical principles, which were based on work, ethics. All this
is now regaining ground. Ethics must be an essential element of
compliance.” He believes that the profession of a banker is honourable and
should gain its dignity and trust. In the past years, the image of the
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Romanian banking system was seriously affected, especially after the
previously economic crisis. As we all know, the trust in the banking sector
in Romania is at low levels and this should be changed. Consequently, the
first thing bankers need to prove inside and then outside, outside the
institutions they represent, is that they follow the rules. Respecting the rules,
both internal and the ones of the central bank or international practices and
nevertheless the ethical rules.

Ethical training programs can be implemented by the banks, in order
to verify if the employees act in ethical manner and the business
relationships are fulfilled in a healthy environment.
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