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Regulation and Causes of Financial Failure
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One of the reasons that the financial sector is heavily regulated more than other sectors is the impact it has on people’s lives and the effect on companies; without banks, modern civilisation would crumble.

Another reason why the banks are heavily regulated is because of the diversity of services which are available in this modern age and the innovation of banking services, including online banking and telephone/mobile banking, which has led to an increase in fraud which related to cybercrimes.

This includes fraud such as banking credit card fraud, Ponzi and investment schemes.

The rise of cybercrime means stricter financial sector controls. This includes extra responsibilities from banking employees and tighter security checks, such as handheld PIN devices, facial recognition software, randomised unique number codes and password security.

A famous historical disaster in banking is Enron, mainly because of improper audit controls, uncontrolled risk and shareholder failure. Many of these previous historical events have led to tighter regulations, controls and extra responsibility from banking employees to avoid repeated history.
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The features of banks which trigger bank employees to ensure that those products and services are right for the customer include insurance services, wealth management, loans, credit card applications and housing services.

This is because the customers can be harmed through improper usage and unwise decisions or lacking necessity. Banks will not entertain products unless the product or service is needed. This imposes extra responsibility on banking employees.

Professionalisation is a transformative process in which a profession gains extra qualities. The idea of professionalism is linked to moral code, ethics and high standards.

Professionalisation can help banking employees to live up to their moral responsibilities through a strong sense of professionalism. Bankers are less likely to participate in unfair practices since it would contradict the idea of professionalism. Furthermore, the business ethics code will prevent employees from committing immoral activities in financial or banking sectors.

For example, Mr Templeton is a chairman for Santander; he was recently offered a large cash sum in exchange for Santander client files and company data being sent to a competitor.

However, because Mr Templeton has been a banking professional for over twenty years and has always followed the company code and ethics. He was not tempted by the offer and instead reported this incident to the necessary channels.

Lawyers, doctors, solicitors, architects and athletes would be considered professionals. These groups of individuals carry out different functions within society. Similarly, the code helps
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bankers with professionalisation because of the values in the code and helps a banker to maintain their moral responsibilities.

Knowledge and devotion to these values enable a banker or any professional employee to live up to their moral responsibilities.

The idea of professionalisation is companies maintaining highly professional standards without constant sanctions by regulatory firms. Since a company ignoring these standards would receive negative spotlight, lose status and receive harsh sanctions. Understanding the balancing of principles and notions of autonomy and moral obligation helps bank employees live up to their moral responsibilities.

If the code of professional conduct were rewritten, principle one would include that respect and acting with integrity encompass all banking activities and the banker’s professional career, including both ethical and moral action.

However, principle two, on maintaining professional knowledge and acting with care and diligence when considering the risks and implications of actions and advice, is praiseworthy. This is because it can be applied to many professions. This can be likened to universalisability, whereby there is a maxim which all individuals can act on within a similar circumstance.

Therefore, the inclusion of integrity as the number one precept in the Chartered Banker Code of Conduct is a key concept.
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