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Abstract 
 

Background: Awareness of prioritizing the variables affecting the threat to the security and financial health 
of a bank is a very important issue. Also, the appropriate and ethical use of the set priorities is a more important 
issue in decisions related to the merger of branches with continuous losses. The purpose of this study is to 
investigate the fundamental factors affecting the formation and development of loss syndrome in Bank Mellat 
branches with emphasis on ethical variables. 
Method: The present study was qualitative and based on the data foundation approach. The statistical popu-
lation included experts in the field of planning, decision-making and strategic decision-making of Bank Mellat, 
from which 21 people were purposefully selected as a sample. The analysis tool was interview and the data 
were analyzed using open, axial and selective coding. 
Results: The results of open and axial coding were the estimation of 53 initial codes in the form of 11 catego-
ries out of 280 concepts which were finally positioned in the research model using selective coding.  
Conclusion: In addition to conditions such as general economic conditions and inefficient management prac-
tices, inefficient decisions, lack of efficient regulatory and judicial systems, declining quality of banking services, 
etc., ethics can be an important factor in the occurrence of bank loss syndrome.   
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Introduction 
 

One of the most important sectors of any country's 
economy is the capital market. Economic growth 
can lead to the development and prosperity of the 
capital market. On the other hand, achieving opti-
mal economic growth and development is impossi-
ble without efficient financial institutions and 
proper equipping of financial resources. In this re-
gard, efficient financial systems can lead to better 
allocation of resources and ultimately increase eco-
nomic growth by obtaining information about in-
vestment opportunities, consolidating and equip-
ping savings, monitoring investments and exercis-
ing corporate governance, facilitating the exchange 
of goods and services, and managing risk. (1, 2).  
The banking industry is one of the most important 
sectors of the country's economy, which can pro-
vide the grounds for economic growth and pros-
perity by properly organizing and managing its re-
sources and expenditures (3 and 4). 
Banks and financial institutions have a very im-
portant and decisive role in resource allocation, 
economic growth and job creation. The existence 
of efficient financial companies is necessary for the 
growth and support of economic growth for any 
country (5). Also, the banking industry is one of the 
most complex industries in the world and has a ma-
jor share in the assets and wealth of countries. In 
the UK, 25% of GDP is generated by the financial 
services sector (6, 7). 
One of the financial ills in any country is Bank Loss 
Syndrome. Theories of organizational syndromes 
in general or in particular derive from theories of 
organizational psychology or sociological-organiza-
tional (8). In recent years, for various reasons, bank 
branches have suffered continuous losses and the 
financial loss syndrome has emerged in them (9). 
Failure to correctly diagnose the type of financial 
disease formed and developing and metastasizing 
may inflict an irreparable blow on the bank and per-
haps the entire banking network of the country. 
Hence, a new financial-ethical engineering is 
needed to deal with this syndrome. In addition to 
their core responsibilities, banks also play an im-
portant role in achieving equitable income distribu-

tion, reducing poverty and class divisions, legisla-
tion, and the activities of businesses in the financial 
and real sectors of the economy. Influencing issues 
such as equitable distribution of income and reduc-
ing the level of poverty and deprivation in society, 
creates a special place for this system that can be 
defined in the context of ethical banking (10). 
Ethical banking as a subset of ethics in the econ-
omy has a special place among the world's leading 
banks and a broad consensus has emerged on the 
need to develop ethical banking (11). Ethical bank-
ing is a way of showing that economic profit should 
not be an end in itself, but an end in which banks 
should pursue their mission (12). The most im-
portant ethical components in the banking industry 
are honesty, impartiality, trust, compliance and 
transparency (13). 
Ethical orientations are used as a guide in decisions 
related to the merger or non-merger of branches 
and giving a deadline to this group of branches to 
exit the loss. In fact, the ethical approach as a new 
model in the banking system has a special place that 
the most objective presence of ethics in the banking 
system is the same set of rules of conduct with eth-
ical codes. 
Observing crises and problems such as non-com-
pliance with standards and professional ethics in 
the field of decision-making regarding the merger 
of loss-making branches, makes the issue of ethics 
in banking decision-making important. Therefore, 
in the decision-making and decision-making pro-
cesses for the merger of loss-making branches, the 
use of ethical and fair approach in order not to lose 
the financial rights of the manpower of the merged 
branches, is highly emphasized. 
The recommendation is that better decisions 
should be made using the ethical approach to man-
age the variables affecting the formation and devel-
opment of the loss syndrome of bank branches, 
which are ranked according to the network analysis 
method. Ethical orientations act as a guide in deci-
sions related to the merger or non-merger of 
branches and granting time to these branches to 
eliminate losses. Therefore, in the present study, 
with the aim of answering the basic question: What 
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are the effective variables on the creation and de-
velopment of Bank 15 loss syndrome and what are 
the ethical factors in this regard?  

 

Material & Methods 
 

The present study was qualitative and based on the 
data foundation approach. The statistical popula-
tion included experts (managers, experts and bank-
ers) specializing in the discussion of Bank Mellat's 
Balanced Scorecard (BSC) system, from which 21 
people were purposefully selected as a sample. The 
characteristics of the sample group are presented in 
Table 1. The interview analysis tool was semi-struc-
tured and answered with open-ended questions. 
The following was done for the validity and relia-
bility of the interviews:  
1. Accurate and detailed notes of interviews  
2. Using quality audio recorder for accurate re-

cording of utterances  
3. Matching the recorded files with the summa-

rized notes and completing the details left in the 
note-taking  

4. Using and sending an open questionnaire to 
those experts who, after several times and coor-
dination, were not able to meet with them in 
person.  

5. Resolving ambiguities by making phone calls, 
text messages or from cyberspace (WhatsApp 
and Telegram) with experts with whom it was 
not possible to meet in person but had answered 
the open questionnaire questions.  

6. Reading propositions for another range of ex-
perts and open coding by them separately  

7. Sharing the extracted concepts and extracting 
the final concepts  

Finally, the data were analyzed using open, axial and 
selective coding methods. 
 
 

Table 1: Demographic characteristics 
Work experience 5-15ys 7 

16-20ys 3 

Over 21ys 11 

Number of articles Less than 5 18 

6-10 articles 2 

More than 10 articles 1 

Education degree M.A 7 

Ph.D. student 10 

Ph.D. 6 

 
Results 
 

Open coding  
At this stage, the data obtained from the interviews 
were reviewed and research-related concepts were 
extracted. Results of qualitative data open coding 
53 open codes were identified among the concepts.  
Axial coding  
The researcher's task at this stage was to "categorize 
and compare" the titles extracted from the data. Ax-
ial coding leads to the creation of groups and cate-
gories. All similar codes are in their own group. In 
the Axial Coding section, 53 primary codes in the 
form of 11 categories are presented in Table 2 un-
der the headings Categories.  
Selective coding  
Selective coding is the process of integrating and 
improving categories. At this stage of coding, a the-
ory of the relationships between the categories in 
the axial coding model is written. In other words, 
selective coding captures the findings of previous 
coding steps, selects the central category, systemat-
ically relates it to other categories, proves those re-
lationships, and the categories that need further im-
provement and development. It completes, there-
fore, the central category is a very important part of 
the integration and improvement of categories. Ta-
ble 2 shows the categories and subcategories of the 
selected coding. 

 

Table 2: Selective coding 
Type of category Category Open code 

Axial category Imbalance and reduction of health 
level and decrease of financial secu-

rity of the branch 

Asset and debt gap 
Income-cost gap 

Imbalance in cash flow 
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Casual conditions Decreased adherence to organiza-
tional ethics values in the branch 

team 

Decreased attention to organizational ethics 
Reduce attention to work and collective effort 

Decreased attention to eager service 
Decreased attention to value creation and excellence 

Reduce attention to commitment 
Decreased attention to trust and loyalty 

Reduce attention to the criterion of responsibility 
Reduce attention to the ease and simplicity of processes 

Decreased attention to the criterion of transparency 
Reduce attention to the criteria of creativity and innovation 

Decreased quality of banking prod-
ucts 

Unattractive deposit products 
Unattractive credit products 
Decreased quality of IT tools 

Improper risk management Lack of attention to the concept of cost -benefit of custom-
ers 

Lack of attention to credit, financial and liquidity risk 

Inadequate leadership skills of the 
branch manager 

Non-charismatic personality without interaction 
Introverted character  

Low level of knowledge, personal studies and knowledge 
management skills 

Improper combination of personality 
and age of the branch team 

Significant share of the number of passive characters in the 
team  

Average job experience very low or very high 

Background condi-
tions 

Improper pressures, behaviors and 
procedures 

Public references 
Regulatory authorities 

The pressures of judicial institutions and other institutions 
Customers' opportunistic behaviors and attitudes 

Non-professional business rivals 
Inappropriate conditions in the context of banking industry 

Strategies Poor quality decision Failure to open in the basics of health and financial safety 
Inadequate recognition of financial safety threats 
Inadequate analysis of problems and disorders 

Indecision or decisions late 

Poor execution of decisions Improper or incompatible actions 
Lack of reform policies 

Lack of follow-up for complementary therapies 
Failure to run a continuous check-up program 

Interfering conditions Improper short-term procedures Non-interactive budgeting of BSC branch indicators 
Credit policies and non-native claims of the bank 

Improper marketing and advertising practices 
Lack of sensitivity analysis calculations in the BSC bank sys-

tem 
Structural ambiguities and intra-organizational processes 

not updated 
Instability in unit management 

Long-term inappropriate procedures Improper training procedures 
Insufficiency of control and internal supervision of the 

branch 
Employee involvement with repetitive routines 

Decline in the level of emotional and financial intelligence 
of the branch team 

Opportunistic behaviors and attitudes of employees 
History of the branch 

Consequences Early formation of financial syn-
drome 
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Formation of indifference disorder 
syndrome 

 

Development of financial syndrome 
and branch merger 

 

 
 

Discussion 
 
The results of open and axial coding were the es-
timation of 53 primary codes in the form of 11 
categories out of 280 concepts. In the present 
study, imbalances and declining health levels and 
declining financial safety formed the central di-
mension of the branch, which is directly related to 
the categories of declining adherence to organiza-
tional ethics values in the branch team, declining 
quality of banking products, improper risk man-
agement, inappropriate personality and leadership 
skills. The branch, the inappropriate combination 
of personality and age of the branch team were af-
fected as causal conditions. This finding is con-
sistent with research that emphasizes the role of 
organizational ethics values in healthy banking 
(16-14). It is also consistent with studies that em-
phasize the role of bank management in bank re-
turns (17, 18).  
According to the results of the present study, in-
appropriate pressures, behaviors and procedures 
cause the decline of balance, health and financial 
safety of the branch. This finding is in line with a 
study that examines the legal authority of the 
banking regulator and emphasizes the importance 
of the role of government, judicial and regulatory 
authorities in the banking industry (19).  
Also, the results of the present study indicate poor 
quality decision making and poor-quality imple-
mentation of decisions as inappropriate actions, 
reactions and strategies to face the safety and 
health threats of the financial unit, which can be 
based on the results of research on the importance 
of decision making. The financial and banking sys-
tems need to be explained (20, 21). 
Also in line with some studies in the present study, 
such as inappropriate marketing and advertising 
practices (22), instability in unit management (3), 
inappropriate training practices (23), lack or de-
cline in emotional and financial intelligence of the 

branch team (24), the opportunistic behaviors and 
attitudes of employees (25) have been mentioned 
under the two categories of inappropriate short-
term and long-term procedures as intervening 
conditions. 
Finally, in the present study, the categories of ini-
tial formation of financial syndrome, formation of 
indifference disorder to the syndrome and devel-
opment of financial syndrome and branch merger 
have been mentioned as a consequence for bank 
imbalance and bank losses.  
Based on the research findings, it is suggested to 
reduce the bank's loss level:  

 The values of organizational ethics should be 
considered. In this regard, transparency of fi-
nancial statements is one of the major ethical 
issues that plays an important role in the bank-
ing system. Depositors and shareholders have 
the right to access accurate and transparent in-
formation, and one of the goals of any banking 
system should be to create more transparency 
in the financial system.  

 Considering the importance of the role of gov-
ernment, judicial and supervisory authorities in 
the banking industry and the formation of effi-
cient regulatory systems, can undoubtedly pre-
vent many moral corruptions in the banking 
system such as bribery, embezzlement, usury, 
unreality of some transactions, etc. It will take 
to create a bank loss syndrome. 

 Choosing appropriate and efficient manage-
ment that can make the right decisions at the 
right time is of great importance in the banking 
system because according to the results of this 
study, behind-the-scenes transactions and se-
lection of inefficient managers, lack of trans-
parency and inattention to auditing are reasons 
for banks.  

 In general, in addition to the transparency of 
financial statements, evaluation of bank bal-
ance sheets, and proper monitoring of banks' 
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performance, the prerequisites for reducing 
bank losses are changes in banking manage-
ment, ensuring the accuracy of financial state-
ments submitted by independent auditors. Suc-
cessful banking practices in other countries, 
and eliminating distrust of the banking system 
through a targeted and long-term program, so 
that banks are sanitized and the capital ade-
quacy ratio is improved. 

 

Conclusion 
 

The purpose of this study was to investigate the 
variables affecting the creation and development 
of bank loss syndrome with emphasis on ethical 
variables. Profitability is one of the influential fac-
tors in evaluating the performance of banks and 
will undoubtedly have banking imbalances, assets 
and liabilities gaps, cost-income gaps and cash 
flow imbalances with consequences such as the 
development of financial loss syndrome and 
branch mergers. Had. Based on the results of the 
present study, the causal conditions that cause 
banking imbalance and as a result of the bank loss 
syndrome, a decrease in adherence to the values 
of organizational ethics in the branch team (reduc-
ing attention to work and collective effort and 
providing enthusiastic and value-creating services, 
decreased attention to commitment, building trust 
and loyalty, accountability and transparency) de-
creased quality of banking products, inadequate 
risk management and inadequate leadership and 
leadership skills of the branch.  
Therefore, along with the general conditions of 
the economy and inefficient management prac-
tices, ethics can be an important factor in the oc-
currence of bank loss syndrome. With the move-
ment of economic sciences towards the exploita-
tion of ethics, banking has also moved towards 
ethics, the main reasons for which are money laun-
dering, embezzlement, usury, etc. Ethical banking 
and paying attention to ethical principles in the 
banking system is a way to deal with financial and 
non-financial crises and to create security, finan-
cial strength and authority and increase customer 
satisfaction. In other words, ethical banking, alt-
hough not profit-oriented, indirectly reduces the 

banking loss syndrome. The results also showed 
that inappropriate pressures, behaviors and proce-
dures in the areas of government, judiciary and su-
pervision are the cause of bank loss syndrome and 
poor-quality decisions and poor execution of de-
cisions can also be effective in this regard. 
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