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1. INTRODUCTION   

It is ironic to think that the very foundation of banking is 
organised around the principle of “trust”. The erosion of 
trust in the banking sector has arisen due to a number 
of banking failures and scandals bordering on unethical 
behaviours by bankers over the years, with the 2008 
financial crisis costing the American people an estimated 
12.8 million dollars1.
 
The African continent has not been without its own unethical 
scandals; Year 2016 has been described by many as the 
year where “latent fragility in Africa’s banking sectors is 
being laid bare”. From Zambia’s Central Bank taking over 
the Intermarket Bank, Nosso Banco from Mozambique 
having its licence cancelled after it was placed under 
emergency administration, in Tanzania Bank of Tanzania 
stepping in to replace the management at Twiga Bancorp, 
Crane Bank being taken over by the Central Bank in 
Uganda, in Kenya the collapse of Chase Bank and the 
failure of Imperial Bank. In South Africa, the Reserve Bank 
fined banks at a total of 46.4 million Rand as penalties for 
administrative sanctions for having weak money laundering 
and terrorist control measures.  Following recent scandals, 
lending by banks in South Africa is associated with the 
words “irresponsible” and “reckless”. 

The root causes of these failures have been attributed 
as mismanagement and/or political interference and 
economic challenges. Brownbridge (1998) dubbed the 
causes of the failures of banks on the continent in the late 
1990’s as “moral hazards”. It is put forward that banks on 
the continent must find solutions to address the “moral 
hazards” they are faced with today, in order to remain 
relevant to the economies in which they operate. 
 
Banks are important financial institutions in the economies 
of the world, with money that is guaranteed by the State2. 
Authors such as Belas (2012) goes on to state that through 
such guarantees banks can be considered to be the 
recipient of preferential treatment in economies based on 
legislations which ultimately allows them to maximise profit 
for their shareholders.  But inevitably they play no part in 
the shaping of the social system in the economies in which 
they operate. Some schools of thought argue that given 
the specific environment in which banks operate through 
the enabling framework created by governments, banks 
should have a social function in the economies in which 
they operate.
 

The impact of the banking sector on the African continent 
can be measured in real economic terms such as 
employment statistics, contribution to Gross Domestic 
Product, levels of taxes passed to Governments. It is 
argued that this does not however necessarily reflect the 
true importance or contribution of banks to the continent. 
Banks, compared to disruptors are able to pull together 
and allocate finance, through syndicated lending, to big 
projects in the agriculture, infrastructure, mining, energy 
and other sectors that can have direct and indirect impact 
on the lives of African citizens. Such impact may not be 
directly measurable. Through this distinct characteristic, 
banks have the potential to re-define themselves as a 
medium of transformation for the African continent and 
enablers of financial emancipation on the continent.
 
It makes sense therefore, for banks operating on the 
African continent to be socially accountable to the 
economies in which they operate. It is put forward that 
the coming of the Great African Banking Expansion puts 
aside traditional measures of corporate and financial 
success and systems of operations that target short term 
objectives. Ethics can provide the means by which this 
organisational transformation is to take place. For the 
African continent, ethics means moving away from the 
fuzzy definition of ethics and looking at “applied ethics” 
with tangible, measurable observable components that 
can directly impact business practices. 

This means taking the bold step and re-adjusting banks’ 
objectives from focusing on short term profits to focusing 
on products and services that meet the needs of their 
customers. By doing so banks can move to serve the 
interests of the group of population on the continent referred 
to as the “unbankable”. The future bank needs to therefore 
enter into social contracts with their customers. By doing 
so, it is argued that this will encourage responsible actions 
and consequences3, and make banks relevant again to 
their customers. 

Looking into the future of banking on the African continent, 
the article proposes the introduction of a new model 
primarily relying on technological developments and 
big data to implement ethical principles and reinforce a 
value system which will define the corporate culture and 
behaviour of African banks through their employees. It is 
also proposed that technology and big data are used to 
monitor and detect ethical/unethical behaviour in banks.

1 https://www.bloomberg.com/news/articles/2012-09-14/tallying-the-full-cost-of-the-financial-crisis
2 Belas (2012)
3 Harris (2002)
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According to an article published by the Global Finance 
Magazine4 the future of banking lies in technology 
developments and innovation. To expand and consolidate 
their current positions, banks are already tapping into 
technology and partnering with fintech companies to offer 
new products and payment systems. Looking at the 2060 
African population demographics based on predictions 
made by Deloitte5, particularly the growth in middle class 
population, African customers of whom a large portion 
would be middle class, amongst other things, would be 

4 https://www.gfmag.com/magazine/may-2017/bank-competition-heats-africa
5 Deloitte (2012) 
6 https://cfi-blog.org/2017/02/01/are-banks-the-future-of-banking-africa-board-fellows-deliberate/
7 Townsville community (legal.www.tcls.org.au) 
8 The Banks Association of Turkey, Principles of Banking Ethics (2014)

demanding more sophisticated products. It is said that 
in order to play in these markets, disruptors would be 
required to change their business models.
 
Metzger (2017)6 from the Centre for Financial Inclusions 
it is said that as big tech companies such as Google and 
Amazon push to change the cost of model of payment 
offerings (i.e payments eventually will be free of charge), 
emerging fintech companies will no longer be able to 
enjoy profits from payment volumes and will have to adjust 
their operating models to survive. 

Literature Review

2. BANKING ETHICS: 
FROM THE PHILOSOPHICAL 
TO THE BEHAVIOURAL
 
2.1 Definitions 

In order to fully understand the role of ethics that is being 
proposed as part of the African Expansion, the concept of 
ethics being referred to, needs to be precisely understood. 
Ethics, Morals and Values are all terms that are used 
interchangeable to refer to the philosophical concepts 
of rights and wrongs. Ethics are normally referred to as 
generally accepted moral principles that can be applied at 
a personal level and at an enterprise level. Morals on the 
other hand describe the goodness or badness or right or 
wrong of actions. Description goes on to state that Values 
describes individual or personal standards of what is 
valuable and important7. 
 
A person who knows the difference between right and 
wrong and chooses right is Moral. As banks, morality 
should be reflected in our willingness to do the right 
thing even if it is hard or dangerous. It is only when we 

do this that our behaviour is ethical. Ethics are therefore 
moral values in action. Ethics are therefore a set of rules 
that govern the behaviour of a person established by a 
group or culture. Values on the other hand refer to a set of 
beliefs that an individual or business has as an enduring 
preference to practice. 
 
Banking communities have themselves attempted to 
define what ethics mean for themselves. For example, 
in “Principles of Banking Ethics”8, ethics are defined as 
a system of criteria and measures examining the values, 
norms and rules underlying the individual and social 
relations on such moral grounds as right and wrong or 
good and bad.

What is presented above looks at ethics as a concept 
that is “felt” that is “intrinsic”, and is within the individual. 
The question of right or wrong is derived from normative 
philosophical concepts. On the other hand, from an 
organisational theory perspective, the application of 
ethics within the organisation requires observable, 
tangible components that can be externally seen, 
described and measured. This comes through decision-
making processes across the organisations, behaviours 
and practices. 
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Intrinsic to the organisation therefore, there are “chosen” 
moral concepts that are based on philosophical attributes. 
These are translated into values and principles which can 
be defined precisely and they set the standards in terms 
of expected behaviour and practice and the direction 
for decision making. They also create attitudes in the 
employees of the organisation. It is from this framework   
and through consistency of application that a culture 
is created within the organisation. The application of 
these philosophical attributes creates a relevance and 
connection with the customer. 

Externally to the organisation, there are sets of rules and 
regulations that banks must comply with which are primarily 
aimed at protecting stakeholders in their relationships with 
banks. These are the customers, employees, and other 
stakeholders such as regulators.

It is submitted in line with the argument presented by Paine 
(1994), that banks need to move away from focusing on 
the “individualistic” definition of ethics that is “impervious” 
to organisational influences. In doing so, banks will move 
to take collective responsibility for unethical behaviour of 
its employees. 

3. FUTURE THINKING: 
RETHINKING THE DNA OF 
THE AFRICAN BANKS
3.1 Should African Banks exist only to maximise 
shareholders’ value by making profits?

In production economics, the likes of Arrow (1953) and 
Debreu (1959) argue that efficiencies in organisations can 
only be achieved where corporations serve exclusively the 
interests of the shareholders. It is in this way that most banks 
are organised, focusing entirely on financial performance.  
Customers and employees, other stakeholders of the 
banks are agents through which value must be obtained 
to maximise the value of the shareholder. 

Critics of this view, argue that where other stakeholder’s 
value such as employees and consumers are taken 
into consideration, the total value created by firms and 
efficiency can be increased9. This leads in return to 
greater profits for the shareholders and as such the goal 

of maximising other stakeholder’s value is inconsistent to 
maximising shareholders’ value. However, it is argued that 
the broader stakeholder’s interest need to be taken into 
consideration first before the total value of all stakeholders 
inclusive of shareholders can be maximised. 

There is uncertainty in expanding across markets that 
are fundamentally different in culture, demographics and 
economies. The question, that can be posed then, is why 
should shareholders take on all the risks? The answer to 
this question is simple. 

In order to remove some of the uncertainty of expansion 
and growing larger in size and complexity, Banks need to 
build a value system around them that looks at the broader 
stakeholder interests as part of their African Expansion 
strategy. In doing so, banks will have an understanding of 
the culture of the different markets in which they operate 
and adopt social norms which shape the way individuals 
think about themselves as an organisation and their roles.  
This will serve to create relevance to customers on the 
continent. 

Banks can differentiate themselves by making ethics 
central to their value system and corporate culture to 
create social capital. Burt (1992) conceptualises social 
capital as a set of resource embedded in relationships. 
According to Anderson, Park and Jack (2007), social 
capital is a social relational artefact produced in social 
interactions. Studies such as Wenpin (1998) suggest that 
the structural dimension of social capital may stimulate 
trust and perceived trustworthiness and a shared vision. 
This in turn stimulates value creation.

4.  DEFINING THE ROLES 
OF BANKS IN AFRICA
4.1 Why ethics? 

Banks need to use ethics to build relevance with the 
consumers on the African continent10. In its 2016, Global 
Consumer Survey, Ernst and Young found that lack of trust, 
changing consumer behaviours and expectations set by 
digital innovators, and increased competition from new 
players are eroding traditional bank relevance. Building 
and earning customer trust is one of the identified ways 

9 A Critique of shareholder Value Maximization – Magill, Quinzii, Rochet (2013)
10 Ernst and Young 2016 Global Consumer survey accessed  at http://www.ey.com/za/en/newsroom/news-releases/ 
 news-ey-lack-of-trust-and-nontraditional-offerings-erode-bank-relevance 
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that according to Ernst and Young, banks make themselves 
relevant to the customers. 

Marius van den Berg, EY Financial Services Africa Director 
comments that, “Disruptive bank alternatives pose new 
challenges for the banking industry and also create a 
pivotal opportunity for banks to regain relevance with 
consumers. With the emergence of digital and innovation, 
traditional banks’ connection to their consumers is more 
important than ever.”11 

The four identified ways by which banks can build 
relevance as found by Ernst and Young (2016) on the 
African continent:

(i) Build and earn trust, not only in a bank’s ability to 
securely look after customers’ money, but in the 
ability to always do the right thing for the consumer 
and provide unbiased, high-quality advice.

(ii) Better understand customer behaviours and attitudes 
and tailor propositions to different types of customers.

(iii) Rethink distribution and customer engagement, in 
particular the role of branches and customer journeys 
across channels.

(iv) Innovate like FinTechs to radically simplify products and 
deliver exceptionally simple customer experiences. 

Banks must drive the ethical agenda such that ethics 
becomes the imperative in defining business practices and 
conduct on the African continent and not allow value leakage 
which ethics proponents such as Dalla Costa (1998) terms 
as “economic waste” and “moral loss” to occur. 

This ethical agenda must be driven internally by adopting 
values and an organisational culture that is expressed 
through behavioural ethics. Values and culture are the means 
by which ethics are translated within an organisation and 
projected externally to the customers and public at large. 

11 http://www.ey.com/za/en/newsroom/news-releases/news-ey-lack-of-trust-and-nontraditional-offerings-erode-bank-relevance

5. ETHICS AS NORMS: 
ADOPTING SOCIAL NORMS 
THAT SPEAK TO THE 
DIFFERENT AFRICAN 
CULTURE
 5.1 Building a strong value system 

As alluded to in the introduction, values are behaviours 
that drive how we as bankers conduct ourselves as 
business people. The institute of social banking describes 
values as beliefs and motivations that shape behaviour 
and actions. The need for bankers to have a strong value 
system cannot be over emphasized. 

The institute of social banking in a publication on ‘’Values 
based banking’’ drives the notion that the ultimate purpose 
of the financial system and the banking sector should be 
to serve people’s needs. The publication further states 
that human welfare remains the primary value across 
different world cultures. The research further goes on to 
state that for a long time our human and financial systems 
have focussed on extrinsic values that support hedonism 
and competition. However, it is acknowledged that in 
today’s context we need to bring the system into balance 
by putting more emphasis in designing our systems with 
intrinsic values such as relationships, openness and 
kindness.

The above assertions speaks to the need to have a strong 
value system in an entity that guides how bankers should 
behave in order to maintain confidence in the system as 
we consider expansion into the rest of Africa. Values define 
the standards for how bankers are to conduct themselves 
as they service their customers. It therefore underscores 
the importance of focusing on customer needs as a way of 
ensuring that confidence in the banking system is restored 
and ultimately build integrity. 
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5.2  The Importance of culture

Culture can be defined as the collective assumptions, 
expectations and values that reflect the explicit and implicit 
rules determining how people think and behave within the 
organisations. Culture includes a set of implicit contracts 
that enable the organization to delegate more effectively. 
Because the employees have shared (homogeneous) 
beliefs when the organization has a strong culture12, and 
employees use similar simplified rules for decision making, 
it becomes easier for organizational leaders to delegate 
tasks to subordinates.

What the research shows is that when culture is aligned 
with strategy, it facilitates value creation and ensures 
more effective execution of strategy. The challenge is 
defining what the organisational culture should be and 
getting leaders to diagnose and change the culture of the 
organization to achieve optimal performance.

Because culture is such a nebulous concept, it is often 
difficult for leaders to think about it in tangible terms, so the 
notion of culture sometimes ends up being blended into 
the organisations statement of values or ethical behaviour.

Culture is more than a set of guidelines that defines ethical 
behaviour in the organization. In an article published in 
The Economist it is stated that, ‘’The overall culture of the 
organization matters as much as the experience of the top 
brass, particularly when it comes to risks management. 
However, to make culture an integral part of how the 
organization behaves, the following points are important 
to note:

• The culture of the organization must support the 
execution of the organisations strategy

• The strategy of the organization must specify how 
resources human and financial will be allocated to 
various activities

• An important consideration in assessing leadership 
capabilities of employees should be for respect and 
the practice of culture

• When these three conditions are practiced as part of 
the day to day operating decisions, embedment of 
ethics across the bank is made in a manner consistent 
with the organisations strategy and its way of thinking.”

12 Value based banking – www.social-banking.org
13 Kreps (1990) and Song and thakor (2016)

Culture can be a very complex issue as it evolves 
behaviours and attitudes. But efforts should be made by 
financial institutions and by supervisors to understand an 
institutions culture and how it affects safety and soundness. 
While various definitions of culture exist, supervisors 
are focusing on the institutions norms, attitudes and 
behaviours related to risk awareness, risk taking and risk 
management or the institutions risk culture. 

The issue of corporate culture in banking has surfaced 
in recent discussions as a topic of pivotal significance 
for addressing two concerns: restoring public trust in the 
banking system and enhancing financial stability. With 
more than $100billion in fines imposed on the largest 
financial institutions since the financial crisis, there is now 
a growing suspicion that ethical lapses in banking are 
not just the outcome of a few bad apples such as rogue 
traders but rather a reflection of systematic weaknesses. 
The lack of confidence in banking engendered by such 
mistrust may invite more intrusive regulation which could 
reduce risk but may restrict lending. Given how essential 
banks are for economic growth and their complementarity 
with financial markets for channelling capital from savers 
to investors this issue is of broad economic interest.

Culture not only determines the efficacy of compensation 
in influencing employee behaviour, but it can also induce 
employees to work in a manner consistent with the stated 
values of the organization particularly when achieving 
this outcome via formal contracts may be either costly or 
infeasible13.

Kreps (1990) views culture, in a game theoretic sense, as 
serving two goals; as a coordinating mechanism when there 
are multiple equilibria and as a way to deal with unforeseen 
contingencies. In particular, he emphasizes the role that 
culture can play when inducing cooperation through formal 
contracts is costly or infeasible because of bargaining 
costs, moral hazard and asymmetric information.

Cremer (1993) argues that an organisations culture is 
knowledge shared by the members of the organization, 
but not the general public. Culture acts as a substitute for 
explicit communication by providing a common language, 
shared knowledge of the facts and shared knowledge of 
behavioural rules. Thus with a strong culture, individual 
employees need not invest in acquiring organisations 
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specific knowledge of rules. One result is that there are 
decreasing returns to scale when it comes to the benefits 
of culture. So as the organization grows larger and more 
complex, it is likely to develop subcultures in different 
divisions. An important implication for banking is that large 
and complex financial services companies are likely to 
have a bigger challenge developing a uniform culture that 
guides the actions of all employees.

Hermalin (2001) describes culture as being either weak 
or strong and develops a model in which firms with strong 
cultures produce more in equilibrium than firms with weak 
cultures. The choice of strong versus weak culture is 
characterized as a choice between a high fixed cost, low 
marginal cost regime (strong culture) and a low fixed cost, 
high marginal cost regime (weak culture).

Van den Steen (2010a) develops an interesting theory 
of culture based on two important ideas. The first idea, 
familiar from previous research, is that culture is about 
shared values and beliefs. The twist though is that beliefs 
may be heterogeneous, and this divergence can lead to 
disagreement about the right course of action. He argues 
that corporate culture homogenizes beliefs in three ways: 
screening in hiring (employees are chosen based on 
whether they share the beliefs that guide the organization, 
and they work harder knowing others do also), self-sorting 
(the employees utility depends on her managers actions);  
and joint learning. A key result is that a corporate culture 
is stronger in older smaller and more successful (valuable) 
firms. Implications for bankers are that growth in size may 
be costly from the standpoint of culture and that high 
character values may be a significant ingredient in strong 
banking cultures.

From the analysis above, it can be concluded that through 
embedment of a value system and a re-defining of the 
corporate culture of the organisation based on ethical 
principles. Value system has been around in banking on 
the African continent and a sustainable African cross-
continental banking eco-system can be created. 

5.3 ETHICS AND 
LEADERSHIP OF 
AFRICAN BANKS

Knights and O’Leary (2005) advances the notion that 
ethical problems arising from corporate capitalism, revolve 
around the failure of leadership. In that sense, banks 
as corporate entities need to address the elements of 
leadership that are the root causes of those ethical issues. 
The role of ethics in leadership should be explored within 
the African context from two perspectives.

Firstly, the concept of ethical leadership in banks on the 
African continent should be explored. Brown et al (2005)14 
puts forward the proven benefit of having an ethical leader 
at the helm of an organisation. 

In an article published in the Harvard Business Review15, 
it is argued that managers must recognise the roles they 
have in shaping the organisational ethics and must take 
collective responsibility with those that execute and benefit 
from corporate misdemeanours.
   
The second area which will need further exploration is 
the concept that ethics should inform the interpretation 
of leadership and measurements of leadership success 
in the great African Expansion. As Knight and O’Leary 
(2005), reflect on corporate scandals they premise that 
corporations face a significant problem if leaders are not 
active in promoting ethical ideals and practices. They argue 
that corporate scandals have been the result of a failure 
in ethical values which arose from leadership concerns 
with material and symbolic success. This takes us back 
to the previous argument on whether banks should exist to 
maximise shareholder value and how currently measures 
of success in banks are construed. In leadership terms, the 
interpretation of success is entirely focused on the leader 
and the self and does not necessarily promote values of 
right and wrong. This concept of leadership is “divorced” 
from the African value systems which are grounded on the 
community and community ways of living16. 

14 Cited in Kashoven et al (2011)
15 Paine (1994)
16 For example the concept of Ubuntu which means “humane or humanness” found in most of the South African languages 
 and have variants across most other African countries including Tanzania, Kenya Democratic republic of Congo and others. 



8

The Role of Ethics as part of the African Expansion
By Audrey Annette and Mumba Kalifungwa 

It is argued that as long as these measures of success 
monopolise the agenda of senior management and 
corporate boards, unethical behaviour will continue to 
permeate the banking sector. 

It is therefore proposed that the discourse around 
leadership in the African context should move away 
from the self towards promoting concepts that advocate 
collective responsibility and values and include measures 
of corporate success.

The proposal is in line with the traditional living values of 
the African continent that is focused on the community. 
It is proposed that African banks need to own its own 
values and culture to create not only a connection with its 
customers but “authenticity”17. 

As part of the desire to expand into Africa it has been 
recognised that it is important to also understand the 
role that Ethics play in the midst of different cultures and 
people across the continent. Ethics and ethical systems 
are part of the African traditional community living across 
many cultures. It is proposed that banks must draw on 
those systems to build their own value system and in 
doing so create relevance to customers across the African 
continent and a deeper understanding of the culture 
of African countries. Each African country represents a 
web of cultural complexity that banks need to untangle 
and navigate in order to be successful in their expansion 
across the continent. Knowledge of different cultures 
and beliefs across the continent helps us to understand 
the responses or actions that one needs to undertake to 
enable the African expansion. This supports the idea that 
customers do need to become the central focus of product 
and service design. 

17 https://www.americanbanker.com/news/why-authenticity-matters-for-the-banking-industry-hannah-grove 
18 http://www.un.org/en/africa/osaa/pdf/au/agenda2063-framework.pdf  
19 http://documents.worldbank.org/curated/en/949241467996692059/Poverty-in-a-rising-Africa 
20 In a talk delivered to the 2017 Cohort Bankseta Programme on Africa expansion Project (Zambia, 2017)
21 http://aims.fao.org/activity/blog/focusing-effective-science-communication-achieve-sustainable-development-goals-africa 

6. SOCIAL RESPONSIBILITY 
OF THE CONTINENT: THE 
TANGIBILITY OF THE 
SUSTAINABLE DEVELOPMENT 
GOALS (SDGS)

6.1 The Africa we want: “Agenda 2063” 18

Can banking on the African continent survive in the long 
term in the face of the challenges on the continent? Africa 
represents a continent of untapped potential, abundant 
resources, – opportunity for growth, young population. In 
its “Agenda for 2063”, the African Union Commission sets 
out the aspirations of the African continent with clear focus 
on inclusive growth, sustainable development, strong 
cultural identity, values and ethics. These are termed the 
ideals of Pan-Africanisms. 

Yet, the current reality of the continent is one with 75% 
of the Worlds’ poorest nations including where ten of the 
highest proportion of residents living in extreme poverty19.  
In addition, there exist other challenges which prevent the 
economies on the African continent from achieving its full 
economic potential, including unemployment, drought and  
for example, in Zambia, according Sindiso Ngwenya, the 
Secretary General of Common Market East Southern Africa 
(COMESA), it is estimated that power outages every year 
impact the Zambian economy negatively by at least 2%20. 

Nkozasana Dlamini-Zuma from the African Union said 
at the Inclusive and Sustainable Industrial Development 
(ISID) Forum held in Addis Ababa, “We either unite or 
collectively perish, as no single country or region can be 
an island of prosperity in an ocean of poverty, insecurity 
and underdevelopment”.21 

The expansion of banks across Africa needs to happen 
against a background where wealth being created is 
being invested in solving some of Africa’s long standing 
problems. This will go a long way in attaining the 2063 
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African aspirations. It is therefore proposed that the 
ethical framework being considered by banks operating 
on the continent include a component that pushes banks 
to commit towards investment in social capital and as 
a sector take social responsibility towards ensuring 
attaining the development goals for the countries in 
which banks operate.
 
For example, commitment towards the United Nations, 
17 sustainable goals adopted by countries on the 25th 
September 2015 by all banks before they are allowed to 
operate across individual countries on the continent.

Some of the banks on the continent have already taken 
the initiative. For example, four banks in South Africa, have 
this year joined forces with 12 other global banks as part of 
the UN environment Finance Initiative which was created 
following the 1992 UN Conference on the environment and 
Development to launch a UN backed global framework 
aimed at channelling the funds they manage towards 
clean, low carbon and inclusive project22. 

Termed the Principles for Positive Impact Finance, these 
banks and other companies operating in the financial 
services sector have come together to establish a set of 
criteria for investments to be considered as sustainable.
 
It is being proposed that other commitments should be 
made towards participating in the UN Global Compact. 
Committing towards the UN Sustainable Development 
Goals through The UN Global Compact is one way in 
which banks can make an impact.
 
The UN Global Compact is a United Nations’ corporate 
social responsibility initiative that encourages businesses 
worldwide to adopt sustainable and socially responsible 
policies, and to report on their implementation. The UN 
Global Compact is a principle-based framework for 
businesses, stating ten principles in the areas of human 
rights, labour, the environment and anti-corruption. Under 
the Global Compact, companies are brought together 
with UN agencies, labour groups and civil society and 
the companies who are signatories are invested towards 
supporting work towards the SDGs23. 

Through the African Expansion experience, the authors had 
the opportunity to engage with the Thomson and Reuters 
Team based in Cape Town24 where they shared their 

22 www.un.org/sustanaibledevelopment/blog2017/ 
23 https://en.wikipedia.org/wiki/United_Nations_Global_Compact  
24 Interview with Sneha Shah, Managing Director, Africa, Thomson and Reuters held on the 20th October 2017
25 Okeahalam, C. and Akinboade, O. (2003), “A Review of Corporate Governance in Africa: Literature, Issues and Challenges”.

experience as a participant in the UN Global Compact and 
the manner by which this commitment had transformed 
their organisation. Through the interview carried out, it was 
clear that the achievement of the outcomes committed 
to under the UN Global Compact is a commitment which 
resounds from the very top of the organisation and the way 
they conduct their business on the continent.

7. THE ENABLING 
FRAMEWORK: REGULATORY 
FRAMEWORK AND 
APPLICATION OF ETHICS 
IN BANKS 

7.1 Legislative framework: regulatory framework 
and application of ethics in banks
  
The legislative framework that imposes ethical standards on 
banks in general is normally found in principles of Corporate 
Governance and Consumer Protection. Principles on 
corporate governance are now established norms that 
listed companies including banks must comply with.
 
According to Deloitte (2009), compliance under the 
corporate governance framework means obeying the law. 
Ethics refers to the intent to observe the spirit of the law. 
Applying corporate governance principles therefore is 
about observing the spirit of the law. 

On the African continent, Okeahalam and Akinboade 
(2003)25, reports that corporate governance principles 
exist in most of the African countries where stock 
exchanges exist, identifying that South Africa as the 
country where embedment of corporate governance 
principles is strong with the introduction of King IV. The 
King IV report prescribes a number of principles that it 
believes Boards should apply in their oversight function 
over various management teams that they preside over.

The King IV report is an outcomes based governance 
instrument that prescribes a set of 16 principles and 
208 outcomes that an effective board should implement. 
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The key corporate governance principles that King IV 
comprises are as follows;

i. Leadership

ii. Organizational Ethics

iii. Responsible corporate citizen

iv. Strategy and performance

v. Reporting principle

vi. Primary roles and responsibilities of 
the governing body

vii. Composition of the governing body

viii. Committees of the governing body

ix. Evaluation of the performance of the governing body

x. Appointment and delegation to management

xi. Risk governance

xii. Technology and information governance

xiii. Compliance governance

xiv. Remuneration governance

xv. Assurance

xvi. Stakeholder principle

What the Corporate governance principles do is set the 
minimum standards that Boards should abide by in their 
oversight function. One of the key principles that we can 
relate to our theme in Africa expansion is the King IV code 
“Principle of organizational Ethics”. The need for boards to 
govern the Ethics of an organization in a way that supports 
a culture of Ethics is something that resonates with how 
important ethics are with respect to general governance of 
institutions as well as the impact they can have where they 
are fully embedded in the DNA of an institution in relation 
to expansion in Africa. As part of this principle boards are 
required to approve codes of conduct and ethics policies 
as well as ensure that they include all stakeholders and 
key ethical risks that face the organisation.

The compliance governance principle which focuses on 
making sure that Boards should ensure that institutions are 
governed  in accordance with applicable laws and adopted, 
non-binding rules, codes and standards in a way that 
supports the organization being a good Corporate citizen.

The two principles above underscore the importance 
of ethical considerations as we think of expanding into 
Africa. It is our view that the King report recognizes the 

importance of ethics in the discharge of Board mandates 
which should be a key consideration by bankers as they 
think of expanding into Africa.

Notwithstanding the corporate governance rules and 
principles that banks have to comply with, the instances 
of unethical behaviour in banks is evidence that the rules 
alone are not sufficient to prevent banks from behaving 
unethically. The effect of bank’s unethical behaviour affects 
more than just shareholders.

7.2 Corporate Governance Framework

According to Allen (2005) literature on corporate 
governance, puts emphasis on the theory that firms should 
be run in the interest of shareholders and puts forward 
that although this may be appropriate where markets 
are incomplete and perfect, that this prognosis will not 
necessarily work in emerging economies. He further 
claims that pushing the objectives of the firm to meet the 
interests of other stakeholders may help overcome market 
failures and argues that for emerging economies, it is not 
always optimal to use the law to ensure good corporate 
governance and that in many cases mechanisms such as 
trust and reputation may be preferable.

8. CONSISTENCY IS THE KEY
The teachings26 of Dr. Len Konar present ethical dilemmas 
in the application of the 6 principles of ethics that should 
be applied in an institution or in the life of an individual 
to ensure ethical compliance. These were classified as 
follows:

i. Integrity – Honesty in our dealings

ii. Competence – Continuously improve your skills 
sets to achieve what you want

iii. Responsibility- is about owning the outcome of 
actions or things that happen within the institution

iv. Accountability

v. Fairness – is about the manner in which we 
execute which should be objective

vi. Transparency

 
The above principles relate to the ingredients required 
to ensure ethical behaviour by institutions or individuals. 
He further states that in order for ethics to be upheld or 
implemented the above principles should guide how 

26 In a talk delivered to the 2017 Cohort Bankseta Programme on Africa expansion Project (South Africa, 2017) 
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institutions adopt an ethical culture. Since ethics relates 
to a set of moral values that determine how individuals or 
institutions behave the principles provide a guide which 
should be considered.

The six principles above speak to the moral elements of 
the definition of ethics that banks should adopt. There 
is great difficulty experienced in monitoring the extent 
of compliance with the six principles and enforcing by 
regulators where the principles are not being adhered 
to. Again the challenge comes in defining behaviour 
and decision making that will be in line with the ethical 
principles. 

As such it is proposed that measurements of the ethical 
principles are set and a number of solutions are proposed 
below to assist banks and regulators in putting in place 
a framework for prevention, monitoring and detecting 
unethical behaviour. 

9.  SOLUTIONING 
FOR AFRICA 

The ethical solutions proposed below are the results of 
insights obtained throughout the journeying across Africa. 
Taking into account the current criticisms in respect of 
frameworks with which the banks have to comply with, 
it is proposed that a holistic framework is adopted that 
considers external and internal mechanisms to ensure 
consistent application of ethical principles in banks in 
Africa. The framework proposes building on what is 
currently there and to use technology to strengthen the 
application of ethical guidelines.

9.1. Prevention and monitoring

9.1.1 Ethi-tec
The concept of Ethi-tec is defined as a technology tool that 
maps decisions and behaviours of an employee against the 
ethical components of an organisation translated from its 
values and culture. The outcome that comes out of the tool 
projects a measure of close proximity to the components 
identified. It is proposed that the tool is used as part of 
the reward structure determination for employees. That 
is, at the end of the year employees have to demonstrate 
evidence of sound decision making and behaviour which 
will be translated to close proximity measure from Ethi-tec 
in order to be rewarded. This will strengthen governance 
around compensation. Application of the tool can be used 
in high risk areas as determined by the bank (for example, 

areas with very high product margins or returns) and 
management information can be derived from the tool to 
inform management and regulators on the soundness of a 
bank’s decision making and behaviour. 

In applying this tool banks will ensure consistency in the 
application of the ethical principles in the bank’s decision 
making processes and monitor adherence to defining 
values and culture. Using a technologically-based solution 
will also and remove subjectivity in determining ethical 
breaches internally. The various components of the bank’s 
ethical framework, including its values, cultural principles, 
expected behavioural outcomes should be incorporated 
in the Ethi-tec solution to generate ideal outcomes and 
decisions that ought to have been taken when a breach 
of values/principles or guidelines is suspected. The bank’s 
actual decision can then be plotted against those outcomes 
to determine the level against which the persons are within 
the ethical parameters set by the Ethi-tec solution. 

The guidelines or principles of measurement for the Ethi-
tec solution will be based on corporate values described in 
the behaviour and conduct that is required by individuals 
who work in the banking sector as prescribed by various 
literature referred to above. 

Drawing on technology to pursue ethical behaviour and 
decision making in banks will also remove the subjective 
human element in deciding internal enforcement against 
unethical behaviour and move to ensure consistent 
application across the firms of the bank’s ethics. As 
seen from the experience, of Mauritius, consistency is an 
important element in driving behaviours to meet strategic 
objectives and defining narratives across all levels. 

Using Ethi-tec as the monitoring tool, where a person 
does not adhere to sound ethical behaviour and a breach 
of the firm’s values occurs, the circumstances of the 
breach should be entered into the Ethi-tec system which 
will independently determine the extent of the breach 
and prescribe appropriate penalties or sanctions, again, 
independently of human intervention, driving consistency 
towards achieving expected behaviour that is in line with 
the firm’s ethics. 

9.1.2 Ethics Measuring Index
It is proposed that an ethics measuring tool is designed to 
measure the extent of which the bank’s behaviour, overall 
tone and culture complies with external standards against 
which all banks are measured. The external standards will 
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be the banking industry ethical standards and will factor in 
for example the following elements: 

- Number of fraud or other financial crimes cases 
reported  internal to the bank

- Number of criminal cases, regulatory breaches and 
enforcement action cases involving the bank, its 
employees and directors

- Number of customer complaints resolved in favour of 
the customer over a period of time specified

- The extent of compliance with employee policies and 
tax compliance records

- The tone at the top of the bank

- The extent of which the narratives at the bank is 
consistent with the bank’s ethical standards and values 

- The level of investment towards the community in 
which the bank operates

- Commitment to the UN Global Compact and SDGs

The idea behind the measuring index is to create an 
external system which will respond to changes to the 
bank’s internal ethical framework, the implementation of 
the framework by employees and also instances where 
unethical behaviour is identified. 

In introducing the EMI for the African banks, one has to be 
cognisant of the criticisms surrounding the existing Indices 
such as the FTSE4Good and the Dow Jones Sustainability 
Index which have been described as opaque and 
inconsistent in the manner by which the variables used to 
track ethical standards are applied27.  
 
9.2 Detection

9.2.1 Mapping the bank’s ethical universe - Use of Big data 
As with its other application, big data presents an 
opportunity that can be applied to revolutionise the 
ethical universe of banks. Even with the sets of internal 
and external standards and rules that banks have to 
comply with, there are financial scandals that come to 
light in the banking sector every year. Through tighter 
regulatory controls imposed on banks and whistle blower 
programmes being rolled out, detections of unethical 
behaviour of bank employees are being made and banks 
being penalised for their malfeasance. 

27 http://www.ethicalcorp.com/business-strategy/ethical-indices-how-do-you-measure-ethics
28 https://www.sec.gov/news/speech/bauguess-big-data-ai

Big data can be used to build a predictive model for risk 
management and detect potential unethical behaviour 
at the top level of the banks and as a result support the 
corporate governance agendas of the banks. This can 
further be used by regulators to enhance the current 
monitoring framework being used to monitor application of 
corporate governance and consumer protection principles 
framework.  In a speech made to the Operational Risk 
Conference, Scott Baugess28, speaks about how regulators 
can use data-driven approaches to machine learning to 
predict certain behaviour. 

10. CONCLUSION
 
In conclusion, it is important that banks expanding across 
Africa incorporate ethics at the core of their operation 
model to ensure sustainability in their operations. Banks 
need to build value system and corporate culture that 
takes into account ethical principles which customers 
across the different African markets can relate to and 
this will serve to gain customer trust. Internal and 
external tools are proposed as check and balances and 
to measure as observable elements the extent of which 
banks are complying with the principles of corporate 
governance set under regulatory standards and also 
the different components incorporated under the bank’s 
internal ethical framework. The external tools will have the 
impact of influencing public perception and as a result 
external environmental variables where banks do behave 
unethically. The tools proposed are technology driven 
so as to ensure consistency and remove subjectivity in 
the measures and applications. As part of the African 
expansion, greater investment needs to be made within the 
economies and communities in which the banks intend to 
operate to build social capital. It is proposed that all banks 
commit to the United Nations’ Sustainable Development 
Goals through the UN Global Compact as part of the social 
investment and as evidence of the broader interest that 
banks have in the development of the African continent. 
This will serve to re-position banks as enablers of the 
African continent. By doing so, it is argued that banks 
through the application of ethical principles, customer 
trust, and confidence will be built. Applying a sustainable 
model based on ethics will also work to building brand 
reputation of the banks and create relevance to customers 
and the broader society. Notwithstanding the success 
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of disruptors on the continent, banks are still significant 
financial institutions which must take their place and take 
responsibility for driving the financial emancipation of the 
continent.  After all, the case of Post Revolution Egypt 
following the Triple-F Crisis29, is evidence of success of 
where banks adopted responsible and ethical through an 
enabling framework banking they were core to ensuring 
economic recovery of a country.  

29 Triple F which stands for finance, food and fuel.
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