IMPACT: International Journal of Research in == 2
Business Management (IMPACT: IJRBM) 1l ﬂ’ Y r ﬂ"""" ﬁ:i i '1"
ISSN(E): 2321-886X; ISSN(P): 2347-4572 PRI s A
Vol. 3, Issue 10, Oct 2015, 15-22 ]

© Impact Journals

BUSINESS ETHICS AND CORPORATE PERFORMANCE IN THE BA NKING

INDUSTRY: A STUDY OF SELECTED BANKS IN THE SOUTH E AST, NIGERIA
NWEKPA KENNETH C & EWANS CHUKWUMA
Department of Business Management, Ebonyi Stateddsity, Abakaliki, Nigeria

ABSTRACT

Business ethics is not only important but also imeglin every business relationship involving diéfet interest
and goals. Most organizations strive to co-optaaithmanagement principles as established code rafumts to mould
employees’ perceptions, attitudes and value systeshsonly to be morally sound but to gain competitadvantage
against its competitors. Ethics is a core managérnwal employed to enhance the required value systgthin its
operational system through logical positivism amhditional normativism. This study was designedet@mine the
direction and magnitude of the relationship betwBesiness Ethics and Corporate Performance in #kiBg Industry
with focus on selected banks in the South Eastefiig The study employed a survey type of reseafchvhich
correlational design was used to determine the ede@f the relationship between the studied vargab&ructured
guestionnaire designed in an open-ended questiens administered to the sample drawn from the @dioul of the
study. The study concludes that the employmenttluit@& management practices within their operafi@yatem would
enhance their performance and therefore, recommtradsfinancial institutions should view codes @nduct as an
indispensable tool that must continually be evadah order to shape employees’ behaviours in &amgt to meet the

demands of the changing environment.
KEYWORDS: Business EthicsBanking Industry
INTRODUCTION

Business ethics is a world operational philosogtat seeks to establish those organizational coadattitudes,
perceptions and value systems that conform to kstt@d standards. It began to develop as a fielstuady in the 1970s.
Theologians and philosophers laid the groundworksbggesting certain principles that could be appt@ business
organizations as a “code of conduct” that guidér thgerations (Ferrel, et al 2008). The need forstaklished
standards of behaviour had predisposed most om@f#ons especially financial institutions to evoled entrench ethical
practices as part of their culture to mold andditbeir employees’ actions and value systems towee expected “code
of conduct” in an attempt to enhance corporategperénce. Ferrel, et al (2008) observed a numbevedfpublished
scandals that eventually result to public outragedeception and fraud in business organizatioremBe¢rg (2000) notes
that unethical management practices affect corpop&trformance therefore, stressed the need fondmsifirms to

integrate ethics in an attempt to establish thegarozational conducts that conform to establisttaddards.

Abara (2014) opines that ethics is a core managetoehemployed to foster the required value systgthin its
operational system through logical positivism amahditional normatism. It is concerned with the native aspect of
behaviour an organization considers as standarddasidable, that revolve around the pervasive vajiggem of “right”

and “wrong” or “good” and “bad”. Therefore, busisesthics in management perspective is morally drieseeks to
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strike a balance between “right” and “wrong”.

Generally, ethical perspectives on management asrodéd by Abara (2014) involve all managerial atés,
responsibilities, authorities and expectations thae to do with value judgment on what is right amrong. This,
however, reflects on the moral consciousness andilityoinherent in most organizations that evolveund social
responsibility, social responsiveness, social @mtand corporate performance. Agha (2010) confirrteat ethical
quality of organization is determined by the sefmamctions of central management and their stafipleyers, their
employees and their clients. Each of these is almlvgys at one time or the other facilitating démi making which

produce a sustainable result that directly helgetathe moral tone of the organizations.

Conversely, organizational standards are definedhleir mission statement, objectives, rules andilegigpns
which are collectively referred to as culture. Thaglture implies assumptions and beliefs aboutoization’s values,
beliefs, symbols, myth, etc that give meaning gaoizational members, and collectively accepted gside to expected
behaviour. Therefore, culture is a problem of inéérintegration and external adaptation. As a whglaing things in a
given place, culture becomes a set of shared vahass and beliefs that guide organizational mesb@ behave as
expected (Abara, 2014). More so, Hofstede (1984dies that divergent cultures connote different emlin conducting
business activities. These values shape the ratsmkiich organizations assume within societies ahdt is expected of

them.

Ethical management practices of commercial bank®rding to Gbandi and Oseyomon (2014) is relatively
directed to the compliance of the established “cofdleanking ethics”. However, the basic code ofkiag ethics consist
of transparency of transactions, honest, confidétytiand keeping information on customers, propse and care of
information, accurate record keeping, promotiomafiking service, service to customers, handlingoosrs complaints,
impatrtiality, reliability, avoiding conflict of irdrest, refraining from bribery and corruption, piesi and fair dealings with
officials, government representatives and compst{&BN, 2006). In the same vein, Hortaesu and GR894) identified
the following unethical behaviors as: fraud andgéwy, bribery, customer discrimination, power poess lying and
cheating, masterminding banks robbery, spreadingathes information, breaching personal secrecy anoney

laundering.
The Problem

Business organizations strive to enshrine busietfsss as part of organizational policies to gusdganizational
conducts, perceptions and value system within aabkshed “code of conduct” in an attempt to enleacorporate
performance in their operations. Most financialtitmtions hitherto have recorded series of unethiedavioral actions
like uncourteous behaviour, illegal charges, paessing code, unauthorized debit and armed roldyEyations that were
masterminded either by a staff or the branch manafgthe bank as an accomplice of the crime. A@tH.0) observed the
proliferation of well publicized examples of distestly, hypocrisy, cheating and greed in many orgdioizs which have
created some alarm on the state of ethical managepractices. This is outrageous behaviour hencghical. The
unethical behaviour prevalence in most financialtiintions affects corporate performance of the mamcial banks.
Therefore, the study was designed to determineeffeet of business ethics on corporate performandihe Banking

Industry. Specifically, the objectives are:
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» To determine the extent to which there is a sigaiit relationship between morality and corporatéopeance in

the Banking Industry,

» To ascertain the extent to which there is a sigaift relationship between dishonest behaviourdifidual bank

staff and corporate performance in the Banking i
Research Hypotheses
The following hypotheses stated in null format wienenulated and tested:
e There is no significant relationship between Mdyadind Corporate performance in the Banking Ingustr

e There is no significant relationship between digstrbehaviour of individual staff and corporatefganance in

the Banking Industry.
Concept of Business Ethics

Business ethics is concerned with the study ofrmss situations, activities, and making pertinestisions
where issues of right and wrong are addresseds ften based on moral and social values which titotes social
principles for doing business. Bower (2007) seesirtass ethics as an act of addressing the mordliggonomic system
(the free market, communism, socialism) and thedaonof the organizations found within these systeBower (2007)
further maintained that business ethics examinéditalt principles and moral problems that can arisea business
environment. Uduma (2000) contends that ethicslvevaround normative behaviour of individuals,dtncern includes

the nature of ultimate value and the standardstiglwhuman actions can be judged “right and wrong”.

Gbandi and Oseyomon (2014) see business ethicsaieaof moral principles and values that diret¢tawéour of
an individual or a group in terms of what is rigintwrong. These are established standards usedige jthe rightness or
wrongness of a business relative to others. Hghitieet al(2008) observe that business ethics wagohow business
organizations incorporate core values such as:gbkanest, trust, respect and fairness into itscjgsj practices and
decision making. It is in the light of the aforertiened that Ferrel, et al (2008) noted that sonatofa must be considered
when integrating ethics to business. They areuteige business organization must earn a profiprdfits are realized
through dishonest behaviour, could result to a d@gorate image to the organization; organizatiespecially financial
institutions must balance their desire for profitminst the need and desire of the society. Ros$p094) contends that
business ethics revolve around identifying and engnting standards of conduct that will mould erppéodemeanors
and perceptions that conform to established stalsdar the organization. Therefore, firms should elep rules, as
established code of conduct to guide organizatioparations in their attempt to earn profits suwdt,tit does not harm

individuals or society as a whole.
Theoretical Framework

Utilitarianism as the moral standard among otheotles favours this study. It sought an objectiaesib for
making value judgments that would provide a commeoreptable norm for determining social policy. Tingst promising
way to reach such an objective ground of agreentéet,theory suggests is by looking at the varioakcigs and

comparing the beneficial and harmful consequenteach. The right course of action from an ethpeziht of view would
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be to choose the policy that would produce thetgetamount of utility. Utilitarian principle holdkat an action is right
from an ethical point of view, if and only if thers total of utilities produced by that act is gezahan the sum total of

utilities produced by any other act the agent ctnalde performed in its place.

Utilitarian theory advocates that the right actiona particular occasion is the one that produmwese utility than
any other possible action; it does not mean thatrifpht action is the one that produces the mabtyutor the person

performing the action. Rather, an action is moratit if it produces the most utility for all penss affected by the action.

From the aforementioned therefore, utilitarian gipte opine that the objectives of business orgations cannot
be attained except the employees of the said argaoins demonstrate ethical behaviour in the lgjtthe assigned duties,
thereby enhancing the corporate performance obthanizations. Agha (2010) observed that the forgas essential so
as to develop strategies that will stimulate pagmnfor the services produced and provided by tisinbss concern; the
way business organization designs its banking djpesa These according to Agha (2010) are the ketgrdhinants of
whether a business is ethical and are as impoatattie way it deals with crisis. The proponentshisf theory are: Jeremy
Benthham, Francis Hitcheson, David Hume etc.

The Role of Organizational Ethics in Performance

Ferrel, et al (2008) designed the following condeptheir attempt to explain the role of organieatl ethics in
performance.

o EM ployee Commitment
and Trust

Org

.| Investor Loyalty and Trust
’ Performance

Y

Ethl ST

Customer Satisfaction and »
f Trust

Source: Ferrel, et al (2008).

Figure 1: The Role of Ethical Culture in Organizational Performance

The aforementioned provided a conceptional fram&va@picting the role of ethical management practioe
organizational performance. Employee’s perceptiat their firm has an ethical culture accordindg-torel, et al (2008)
helps in moulding employee behaviours and percegtthat foster their commitment to work. It is diosely necessary
that employees at all levels in a given organizashare a common vision of trust. Rossouw (2004enked that the
influence of higher levels of trust predominant augst employees cannot be over-emphasized becacssie enabling

environment for employee’s commitment in their @iems.

More so, investors are increasingly concerned albet ethics, social responsibility and reputatioh o
organizations in which they invest. Zineldin (20@&es banking institutions not merely as profit-inglentities but also

as moral agents that are accountable for theirwtirtd their investors. Investor’s loyalty and trissenhanced following
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the result of observed adherence to banking etlpicadtices which is manifested by keeping to presiiand faithfully
delivering of its services to customers. Ferrehlg2008) observed that organizational relatiomstith its investors must
rest on dependability, trust and commitment thathey around principles and values that investonsl facceptable.

Therefore, organizations must strive to attracestors trust and confidence for enhanced perforenanc

In addition, Green (2000) observed that customésfaation is one of the most important factorsbimsiness
strategy. Organization must be proactive in thperations considering the dynamism of businessremwient in keeping
pace with customers’ changing desires and prefegencmust also seek to develop long-tern relatigrs with customers
and its share holders. Focusing on customer setii@fa the firm continually entrenches the custdmdependence on the
company. Organizations provide an avenue for feddbto account for reactions, which engages thetoowsr in
cooperative problem solving. Therefore, a happyausr will come back, but a disgruntled customédt teil others about
his or her dissatisfaction with a company and disage others from dealing with it (Mitchell, Aglend Wood, 1997).
Banking institutions with a strong ethical managatpmlicy focuses on the core value of placing conrs’ interest first.
Zineldin (2006) argues that employees working inethical environment support and contribute to pmecess of
understanding customers’ demands and concernshwghiocsequently, builds a strong competitive pasititat has been

shown to affect business performance.

Hofstede (1984) contends that organization selderneldp an ethical culture except it has achieveshadte
financial performance in terms of profits. Busiressvith greater resources regardless of their sizdf have the means to
practice social responsibility while serving theirstomers, valuing their employees and establistiingg with the public
(Hofstede, 1984). Therefore, ethics in managemengpective is morally driven; it tends to strikebalance between
“right” and “wrong”. Ethics according to Abara (29)1torch on moral consciousness and morality ofoization, and it
involve all managerial activities, responsibiliti@sithorities and expectations that have to do vaibe judgment; good or
bad. Organization will not undermine the placetbias in their day-to-day planning, directing, amtitng, organizing and

communicating functions for enhanced performandééir operations.
METHODOLOGY

The study employed a survey type of research ofchvistructured questionnaire designed in open-ended-
guestions were administered to the sample drawn fthe population of the study and correlationaligiesvas used in the
study in an attempt to identify the magnitude & thlationship between Business ethics as indep¢ndeiable (X) and
corporate performance as dependant variable (Y)a Reere sourced from three commercial banks inSbeth East,
Nigeria. These banks amongst others include Uritaedk for Africa (UBA), Diamond Bank of Nigeria arteystone
Bank Limited. A sample of 170 respondents représgri2.34% was used for the study. The reliabiityhe instrument

was achieved using test-retest method in deterithi@ consistency of the instruments.
Analysis of Result

Data for this study were presented and analyzeedoas the specific objective. The SPSS 17.0 packageused
to regress the variables on the specific objecibfe¢be study.

For Objective One
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Table 1: Result of Morality on Corporate Performance in the Banking Industry

Unstanddardized Coefficients | Standard Coefficients
Model B | STD Error | Bets t Sig

(Constant)| -635 068 -9.268 040

Morality 917 017 988| 54.852 00D

Dependent Variable: Corporate Performance

SourcAnalysis of Statistical data (SPSS 17.0)

Table 2: Model Summary

Model R R Square | Adjusted R Square
0.988 0.976 0.976

Source: Analysis of Statistical data (SPSS 17.0)

Std. Error Of Estimates
0.17173

Table 3: Correlations Morality C. Performance

Morality | Pearson Correlation| 1 0.988
Sig. (2-tailed) 000
N 170 170
CP Pearson Correlation 0.988 1
Sig. (2-tailed) 000
N 170 170

Source: Analysis of Statistical data (SPSS 17.0)

The Result on the Second Objective

Table 4: Result of Dishonest Behaviour of IndividubStaff and Corporate Performance

Unstanddardized Coefficients | Standard Coefficients
Model B | STD Error | Bets t Sig
(Constant)| -290 084 -3.459 000
DBOIS -834 024 972 35.329 000

A Demlamt Variable: Corporate Performance
Sourcénalysis of Statistical data (SPSS 17.0)

Table 5: Model Summary

Model R R Square | Adjusted R Square | Std. Error of Estimates
0.972 0.945 0.944 0.29655
Source: Analysis of Statistical data (SPSS 17.0)
Table 6: Correlations DBOIS Cp
DBOIS | Pearson Correlation| 1 0.972
Sig. (2-tailed) 000
N 170 170
CP Pearson Correlation 0.972 1
Sig. (2-tailed) 000
N 170 170

Sourdenalysis of Statistical data (SPSS 17.0)

DISCUSSIONS

Table 1 shows the result of Morality on Corporagefgmance in the Banking Industry. The coefficiefthe

constant term is -635 and its associated t-valtesstcally significant at 5% level. This impligbat at zero level of
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performance, in the Banking Industry, holding Mdyatonstant, the level of corporate performanch aécrease by 6%.
The regression coefficient of Morality carries niga sign and its associated t-value is significant5% level of
significance. The implication of the aforementionisdthat Morality of individual staff in the Banlgnindustry has a
significant effect on the corporate performancéanriks in their operations; a unit increase in #vell of morality will lead
to an increase in corporate performance. Sinc€thb. of t-statistics (0.000) is less than 5% lefesignificance, (0.000
< 0.05) the study reject the null hypothesig;jHas a result, the alternate hypothesis)(Which says that there is a

significant relationship between Morality and Cagite performance in the Banking Industry was aakpt

In addition, Table 2 shows the result on the coifit determination fy on Morality on Corporate performance
in the Banking Industry as 0.976. This implies 98&the total variation in corporate performancadésounted for, by the
level of morality in the Banking Industry. The r@s988. This means there is a strong relationsbtpréen Morality and

Corporate performance in the selected banks infSalgst, Nigeria.

Table 3 shows the correlation coefficient betweeardity and Corporate performance. The r is 0.9Be T
aforementioned result shows that there is a strelagionship between Morality and Corporate perfomoe in the selected

banks in South West, Nigeria.

Table 4 shows the result of dishonest behaviouStaff (DBOIS) on corporate performance in the Bagki
Sector. The coefficient of the constant term isO-28d its associated t-value is statistically sigant at 5% level.. This
however, implies that at zero level of performarinehanking operations, holding dishonest behavafustaff constant,
the level of corporate performance in the BankimgtS8r, will decrease by 3%. In other words, theffiment of the
regression result on dishonest behaviour of Stpfally has a negative sign. This implies that digst behaviour of Staff
has a significant effect on the corporate perforreaof selected Banks in the South East, Nigeri@rdfore, Since the
Prob. of t-statistics (0.000) is less than 5% lefedignificance, (0.000 < 0.05) the study rejdet hull hypothesis (§), as
a result, the alternate hypothesis;(ivas accepted, hence, There is a significantioalstiip between dishonest behaviour

of individual staff and Corporate performance ia Banking Industry.

More so, Table 5 shows the regression result ormdkéicient determination { on dishonest behaviour of Staff
on corporate performance in banking operatiorfs=.945. This implies that 95% of the total vadaton corporate
performance in the Banking Industry is accounted liy the dishonest behaviour of Staff, in the cteld banks in the
South East, Nigeria. Durbin Watson is 2.454 at $el of significance with one explanatory variabgh 170
observations, the tabulated DW for di and du ar®8.and 1.778 respectively. The value of DW is ks the lower

limit respectively. Hence, there is no evidenceaditive first order serial correlation.

Table 6 shows the correlation coefficient betweishahest behaviour of Staff and Corporate perfomaan the
Banking Industry. The R is 0.97. The aforementionesllt shows that there is a strong relationsleivben dishonest

behaviour of Staff and Corporate performance of @encial banks in the South East, Nigeria.
CONCLUSIONS

Based on the findings, the study concludes thaethployment of ethical management practices irBéeking
Industry can enhance the overall corporate perfoomain their operations. Since ethics, is morallyeh, the

management should take responsibility of creatimgj sustaining a well established code of conduat would strike a
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balance between “right” and “wrong”. The aforemenéd, will create an ethical environment that woudd only address

the perceptions, aptitudes and value systems okthgloyees but enhances the overall corporate ipeafice of the

commercial banks, in the South East, Nigeria. Tioeee for any financial institutions to survive ine changing business

environment should design a code of conduct thatldvmould the behaviour of its employees in dagay operations in

an attempt to achieve the goal of the organization.
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