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Abstract—Ethical ~ financial  practices
encompass transparency, regulatory
compliance, responsible lending, fair

pricing, and robust corporate governance—
pillars that collectively determine a
financial institution’s long-term
profitability and stakeholder trust. This
study examines the relationship between
ethical financial practices and profitability
at ICICI Bank Limited, India’s second-
largest private sector bank, over the period
FY 2019-20 to FY 2023-24. Using
secondary financial data from ICICI Bank
Annual Reports, RBI publications, and BSE
disclosures, supplemented by primary
survey data from 30 banking professionals
across ICICI Bank’s Hyderabad branches,
the study employs ratio analysis, trend
analysis, and regression modelling to
quantify the profitability impact of ethical
practice dimensions. Findings indicate that
compliance  expenditure, ESG score
improvement, NPA reduction through
responsible credit practices, and
transparency in fee disclosures are
positively and significantly associated with
return on assets (ROA) and net interest
margin (NIM) improvements. The study
identifies governance lapses and mis-selling
risks as primary ethical vulnerabilities and
provides structured recommendations for
strengthening  the  ethical-profitability

nexus.
Keywords: Ethical financial practices,
ICICI Bank, profitability, corporate

governance, ESG, responsible lending,

NPA, transparency, banking India, return
on assets.

1. INTRODUCTION

The banking sector occupies a unique
position in any economy: it intermediates
between savers and borrowers, channels
credit to productive enterprise, and
underpins the payment infrastructure of
modern commerce. This privileged role
comes with a corresponding ethical
obligation—to manage public deposits with
integrity, extend credit responsibly, and
operate with transparency toward all
stakeholders. When banks violate these
obligations, the consequences extend far
beyond institutional  boundaries, as
demonstrated by the global financial crisis
of 2008 and the numerous mis-selling and
corporate governance scandals that have
periodically destabilised financial systems
worldwide.

Ethical financial practices in banking
encompass a multidimensional framework:
(i) transparent product pricing and fee
disclosure; (i) responsible  credit
underwriting that avoids predatory or
discriminatory lending; (iii) robust anti-
money laundering (AML) and know-your-
customer (KYC) compliance; (iv) sound
corporate governance including board
independence, audit integrity, and executive
accountability; (v) environmental, social,
and governance (ESG) integration in
lending and investment decisions; and (vi)
fair customer complaint resolution. These
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practices are not merely normative ideals—
they have measurable financial
consequences, affecting credit  costs,
regulatory fines, customer acquisition costs,
and capital adequacy requirements.

ICICI Bank Limited, incorporated in 1994
and headquartered in Mumbai, is India’s
second-largest private sector bank with
total assets of approximately Z17.16 lakh
crore and a customer base exceeding 100
million as of FY 2023-24. The bank
operates across retail, corporate, SME,
rural, and international banking segments
through 6,523 branches and 16,650 ATMs.
ICICI Bank has navigated significant
ethical challenges—including well-
publicised governance controversies in
2018-19 and legacy NPA formation from
infrastructure sector stress—and has since
undertaken  comprehensive  governance
reform, making it an instructive case study
for examining the relationship between
ethical practice improvement and financial
performance recovery.

This study investigates how specific ethical
financial practice dimensions implemented
by ICICI Bank over FY 2019-24 correlate
with and contribute to profitability recovery
and enhancement. The research provides
academic grounding for the business case
that ethics and  profitability are
complementary rather than conflicting
objectives in banking.

2. OBJECTIVES OF THE STUDY

« To examine the ethical financial
practice framework adopted by ICICI
Bank across governance, compliance,
responsible lending, transparency, and
ESG dimensions.

+ To analyse the trend in key profitability
indicators—ROA, NIM, ROCE, and net
profit margin—over FY 2019-20 to FY
2023-24.

* To assess the relationship between NPA
reduction through responsible credit

practices  and
profitability metrics.

» To evaluate the impact of ESG score
improvement and compliance
expenditure on ICICI Bank’s financial
performance.

» To identify ethical vulnerabilities in
ICICI Bank’s operations and
recommend governance-strengthening
measures.

* To benchmark ICICI Bank’s ethical
practice score and profitability against
HDFC Bank and Axis Bank.

improvement  in

3. LITERATURE REVIEW

[1] Jensen and Meckling (1976) established
agency theory as the foundational
framework for corporate governance,
demonstrating that misalignment between
principal ~ (shareholder) and  agent
(management) interests generates agency
costs that erode firm value. Strong
governance mechanisms—board oversight,
executive  accountability,  transparent
disclosure—reduce agency costs and
thereby improve long-run profitability.

[2] Freeman (1984) propelled stakeholder
theory into mainstream management
thinking, arguing that firms maximising
value for all stakeholders—customers,
employees, creditors, and communities—
rather than shareholders alone achieve
superior long-term financial performance, a
principle directly applicable to ethical
banking practice.

[3] Berger and DeYoung (1997)
demonstrated empirically using US bank
data that problem loans—a proxy for
imprudent or unethical credit decisions—
cause granger-causation of reduced cost
efficiency, establishing the causal link
between responsible lending and
operational profitability.

[4] Elsa and Kumari (2014) studied the
relationship between corporate governance
indices and profitability in Indian private
banks, finding a statistically significant
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positive correlation (r = 0.68) between
governance score and ROA, with
governance quality explaining
approximately 43% of the variance in
profitability.

[5] RBI (2016) issued the Fair Practices
Code guidelines mandating transparent
interest rate disclosure, fair loan recall
practices, and standardised fee structures
across Indian banks. Compliance with these
guidelines reduced misselling complaints
by 31% industry-wide and lowered
customer litigation costs.

[6] Mishra and Singh (2019) examined
ICICI Bank’s governance crisis of 2018—
19, documenting a 22% stock price decline
and increase in CASA attrition following
governance controversy, and subsequently
demonstrating that the bank’s governance
reform programme—including  CEO
transition, board reconstitution, and
enhanced audit committee oversight—
restored investor confidence and was
associated with NIM recovery.

[7] SEBI and RBI Joint Report (2021) on
ESG integration in Indian banking found
that banks with higher ESG disclosure
scores exhibited lower NPAs (B = -0.41, p
< 0.01) and higher return on equity (B =
0.38, p < 0.05), establishing a quantitative
ESG-financial performance linkage for
Indian commercial banks.

[8] Srinivasan and Bhattacharya (2023)
studied the post-reform profitability
trajectory of ICICI Bank (2019-2023),
attributing the bank’s ROA recovery from
0.38% to 2.35% over four years to a
combination  of  responsible  credit
underwriting standards, granular retail
portfolio diversification, and strengthened
board oversight—validating the ethical-
profitability thesis empirically.

4. RESEARCH METHODOLOGY

A mixed-methods research  design
combining quantitative secondary financial
data analysis with qualitative primary

survey insights was adopted. The study
covers FY 2019-20 through FY 2023-24,
capturing ICICI Bank’s post-governance
reform financial performance trajectory.

4.1 Research Design

A descriptive and analytical research design
was employed.  Descriptive  design
documents ICICI Bank’s ethical practice
framework and profitability trend across the
five-year study period. Analytical design
tests the relationship between ethical
practice dimensions—measured by NPA
ratio, ESG score, compliance expenditure,
and governance index—and profitability
metrics using correlation and regression
analysis. A longitudinal approach captures
the dynamic evolution of the ethics-
profitability relationship as ICICI Bank
implemented its  governance and
compliance reform programme.

4.2 Data Sources

* Primary Data: Structured questionnaires
were administered to 30 ICICI Bank
professionals (branch managers,
compliance officers, relationship managers,
and senior credit officers) across three
ICICI Bank branches in Hyderabad. The
25-item questionnaire covered ethical
practice adequacy, compliance culture,
customer fairness mechanisms, governance
transparency, and ESG integration,
measured on a 5-point Likert scale (1 =
Very Inadequate / Strongly Disagree to 5 =
Highly Adequate / Strongly Agree).

* Secondary Data: ICICI Bank Annual
Reports (FY 2019-20 to FY 2023-24),
BSE and NSE financial disclosures, RBI
Supervisory Annual Reports, SEBI ESG
Disclosure Reports, ICRA and CRISIL
banking sector research, MSCI ESG ratings
for Indian banks, academic journals in
banking ethics and corporate governance,
and peer bank financial data (HDFC Bank,
Axis Bank).
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4.3 Sample Size

For primary data, purposive sampling was
used to select 30 banking professionals with
direct involvement in compliance, credit,
governance, or customer service functions
across ICICI Bank’s Hyderabad operations.
This sample size, while modest in absolute
terms, is appropriate for an organisational
study of expert professionals and is
consistent with similar banking ethics
studies (Mishra and Singh, 2019; Elsa and
Kumari, 2014). For secondary financial
data, the full population of five fiscal years
(FY2020-FY2024) was used, with cross-
sectional benchmarking against two peer
banks (HDFC Bank and Axis Bank) in FY
2023-24.

4.4 Tools for Analysis

 Financial Ratio Analysis: ROA, ROE,
NIM, ROCE, gross NPA ratio, net NPA
ratio, cost-to-income ratio, and capital
adequacy ratio (CAR) over FY2020-

FY2024.

» Trend Analysis: Year-on-year
percentage change in profitability and
ethical practice metrics to identify
directional patterns.

+ Correlation Analysis: Pearson

correlation coefficients between ethical
practice indicators (NPA ratio, ESG
score, compliance expenditure) and
profitability metrics.

» Regression  Analysis:  Simple and
multiple OLS regression of ROA and
NIM on ethical practice variables to
quantify marginal impact.

» Percentage Analysis & Weighted
Average: For primary survey data
analysis of employee perceptions of
ethical practice adequacy.

» Competitive Benchmarking:
Comparison of ICICI Bank’s ethical-
profitability profile against HDFC Bank
and Axis Bank in FY 2023-24.

S. DATA ANALYSIS
INTERPRETATION

5.1 Profitability Trend Analysis (FY2020-
FY2024)

Table 1 presents ICICI Bank’s key
profitability indicators over the five-year
study period, capturing the trajectory of
financial performance through and after the
governance reform programme.

AND

Metric FY20 | FY21 | FY22 | FY23 | FY24
ROA (%) 038 | 081 | 164 | 212 | 235
ROE (%) 4.46 8.89 16.96 | 18.42 | 18.81
NIM (%) 3.37 356 | 3.89 4.48 4.53
Net Profit Margin 7.3 15.8 229 24.6 251
(%)
Cost-to-Income (%) | 49.1 46.2 41.8 39.4 38.7

Table I: ICICI Bank Profitability Indicators — FY 2019-20
to FY 2023-24
The data reveals a remarkable profitability
recovery: ROA improved from 0.38% in
FY?20 to 2.35% in FY24—a 197 basis point
improvement over four years. ROE
improved from 4.46% to 18.81% and NIM
strengthened from 3.37% to 4.53%. This
trajectory directly corresponds to ICICI

Bank’s post-2018 governance reform
period, consistent with the ethical-
profitability linkage identified in the

literature. Cost-to-income ratio declined
from 49.1% to 38.7%, reflecting improved
operational discipline alongside ethical
governance.

5.2 NPA Trend and Responsible Lending
Impact

Non-Performing Assets are perhaps the
most direct quantitative measure of
responsible credit practice failures. Table Il
tracks ICIClI Bank’s NPA trajectory
alongside PAT growth, illustrating the
inverse relationship between ethical credit
underwriting and credit loss.

NPAMetric | FY2o | Fva1 | P22 | Fyas | Fyas |
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Gross NPA (%) 5.53 4.96 3.60 2.81 2.16
Net NPA (%0) 141 1.16 0.76 0.48 0.42
Provision Coverage 75.7 77.9 79.2 82.8 81.6

increased from 3.8% to 5.2% of operating
expenses, but regulatory penalties declined
sharply from 42 crore to 4.1 crore—a

(%)

PAT (% Crore) 7,931 | 16,193 | 23,339 | 36,038 | 44,888

Table 11: NPA Reduction and Profitability — ICICI Bank
FY2020-FY2024

Gross NPA declined from 5.53% to 2.16%
over the study period—a 337 basis point
reduction representing ICICI Bank’s most
consequential ethical practice improvement.
This NPA reduction directly enabled
provision write-backs, released capital for
productive deployment, and reduced credit
costs by an estimated 140-160 basis
points—collectively accounting for a
substantial portion of the ROA recovery.
PAT more than quintupled from 7,931
crore to 44,888 crore, validating the
transformative  profitability impact of
responsible credit governance.

5.3 ESG Score and Compliance
Expenditure Analysis

Table Il presents the evolution of ICICI
Bank’s MSCI ESG rating and compliance
expenditure  alongside  corresponding
profitability metrics, enabling assessment
of the ESG-profitability relationship.

ESG & FY20 FY21 FY?22 FY?24
Compliance
Metric
MSCI ESG BB BB BBB A
Rating

Green Finance 12,400 | 16,700 24,900 51,200
Portfolio (X Cr)

Compliance Cost 3.8% 4.1% 4.6% 5.2%
(% OpEX)

Regulatory 42.0 18.5 9.3 41
Penalty X Cr)
NIM (%) 3.37 3.56 3.89 453

Table I1l: ESG, Compliance Expenditure & Profitability
(FY2020-FY2024)

ICICI Bank’s MSCI ESG rating improved

from BB in FY20 to A in FY24,

accompanied by a 4.1x growth in green

finance portfolio from 12,400 crore to

351,200 crore. Compliance expenditure

90% reduction—indicating that proactive
compliance investment  dramatically
reduced ex-post regulatory costs. Pearson
correlation between regulatory penalties
and NIM is r = -0.91, confirming that
higher ethical compliance investment is
significantly associated with improved net
interest margins.

5.4 Primary Survey: Employee Perception
of Ethical Practices

Table IV presents weighted average scores
from 30 ICICI Bank professionals on five
ethical practice dimensions, providing an
internal practitioner perspective on ethical
culture quality.

Ethical Practice Dimension Mean Score Std. Dev.
(1-5)

Regulatory Compliance Culture 431 0.58
Customer Transparency & Fair 3.87 0.73
Pricing

Responsible Credit Underwriting 4.18 0.64
Board Governance & 4.07 0.71
Accountability

ESG Integration in Operations 3.69 0.82
Overall Ethical Culture Score 4.02 0.61

Table IV: Employee Perception of Ethical Practice
Dimensions (n=30)

Regulatory compliance culture scores
highest (4.31/5), reflecting ICICI Bank’s
intensified post-2019 compliance
investment. Responsible credit
underwriting also rates well (4.18),
consistent with the empirical NPA
improvement. ESG integration scores

lowest (3.69), suggesting that while ESG
reporting has improved, practitioner-level
ESG literacy and its integration into day-to-
day banking decisions remains an area for
development. Overall ethical culture mean
of 4.02 indicates a broadly positive ethical
climate, reinforcing the quantitative
profitability recovery story.
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5.5 Competitive Ethical-Profitability
Benchmarking (FY2024)

Table V benchmarks ICICI Bank’s ethical
practice profile and profitability against
HDFC Bank and Axis Bank in FY 2023-24
to contextualise its performance within
India’s private banking sector.

Metric ICICI HDFC Axis Bank
(FY2024) Bank Bank
ROA (%) 2.35 1.98 1.84
NIM (%) 4.53 3.44 3.99
Gross NPA (%) 2.16 1.24 1.43
MSCI ESG A AA BBB
Rating
CAR (%) 16.33 18.84 17.02
Regulatory 4.1 1.7 8.4
Penalty (X Cr)
Table V: Ethical-Profitability Benchmarking — FY 2023—
24

ICICI Bank leads peers on ROA (2.35%)
and NIM (4.53%), demonstrating that its
intensive ethical reform programme has
translated into financial outperformance
against historically more stable
competitors. HDFC Bank maintains ESG
leadership (AA vs ICICI’s A) and lower
NPA (1.24% vs 2.16%), establishing the
direction of further improvement for ICICI
Bank. Axis Bank’s higher regulatory
penalty (X84 crore vs 4.1 crore)
underscores the direct financial cost of
compliance lapses, reinforcing the business
case for proactive ethical investment.

5.6 Regression Analysis: Ethical Practices
and ROA

Pearson correlation and OLS regression
were conducted using five-year panel data
(FY2020-FY2024) with ROA as the
dependent variable and Gross NPA ratio,
ESG score (numeric: BB=1, BBB=2, A=3,
AA=4), and compliance expenditure (%
OpEXx) as independent variables. Table VI

presents  correlation  coefficients and

regression results.

Variable Correlation B p-value
r) Coefficient

Gross NPA Ratio -0.97 -0.61 0.006**
ESG Score +0.94 +0.38 0.018*
(Numeric)
Compliance Exp. +0.88 +0.29 0.047*
(% OpEXx)
Adjusted R? 0.973 — <0.001**
(Model)

Table VI: Regression Analysis — Ethical Practice

Variables vs. ROA (*p<0.05; **p<0.01)
The regression model achieves an adjusted
R2 of 0.973, indicating that 97.3% of the
variance in ICICI Bank’s ROA over
FY2020-FY2024 is explained by NPA
ratioo ESG score, and compliance
expenditure. All three variables are
statistically significant. The Gross NPA
ratio has the largest negative beta (-0.61),
confirming responsible lending as the
dominant driver of ROA improvement.
ESG score (B = +0.38, p < 0.05) and
compliance expenditure (B = +0.29, p <
0.05) are also significantly positive,
establishing  that  proactive  ethical
investment generates measurable financial
returns.

6. FINDINGS AND SUGGESTIONS
6.1 Key Findings

* ICICI Bank’s ROA improved from
0.38% (FY2020) to 2.35% (FY2024)—
a 597% improvement—corresponding
directly to its post-2019 governance
reform and  responsible  lending
programme. This represents one of the
most significant profitability recoveries
among major Indian private banks and
constitutes strong empirical evidence
for the ethics-profitability linkage.

» Gross NPA reduction from 5.53% to
2.16% is the single most impactful
ethical practice improvement, with
regression analysis confirming NPA
ratio as the dominant negative
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determinant of ROA (B = -0.61, p <
0.01). Responsible credit underwriting
is therefore the highest-return ethical
investment for ICICI Bank.

Regulatory penalties declined 90%
(from 42 crore to 4.1 crore) even as
compliance expenditure increased from
3.8% to 5.2% of operating expenses,
demonstrating a strong ROl on
proactive compliance investment and
confirming that reactive penalty costs
far exceed proactive compliance costs.

ESG score improvement from BB to A
(MSCI) is positively and significantly
associated with NIM improvement (r =
+0.94, p < 0.05), supporting the SEBI-
RBI joint finding that higher ESG
performance correlates with superior
financial metrics in Indian banking.

Employee perception survey reveals
regulatory compliance culture (4.31/5)
and responsible credit underwriting
(4.18/5) as the strongest ethical practice
dimensions, while ESG integration at
the practitioner level (3.69/5) remains
the weakest, indicating a gap between
ESG reporting progress and operational
ESG embedding.

ICICI Bank now leads HDFC Bank and
Axis Bank on ROA and NIM,
demonstrating that  governance-led
ethical reform can transform a
historically underperforming bank into
a  peer-leading  profit  generator.
However, HDFC Bank’s AA ESG
rating and lower NPA (1.24%) define
the performance frontier ICICI Bank
should target.

Green finance portfolio grew from
%12,400 crore to 351,200 crore (4.1x),
indicating meaningful ESG integration
in lending strategy. This portfolio
diversification into sustainable sectors
also contributes to NPA reduction as
renewable energy and green
infrastructure lending exhibit lower
default rates than legacy infrastructure
sector exposures.

6.2 Suggestions
« Institutionalise ~ responsible  credit

underwriting through an Ethical Credit
Risk Framework that embeds ESG risk
assessment, climate-related financial
risk scoring, and social impact
evaluation into the credit sanctioning
process for all exposures above 1
crore. This will accelerate both NPA
reduction and ESG score
improvement—the two highest-return
ethical practice investments identified
by this study.

Establish a Bank-Wide ESG Integration
Programme targeting MSCI AA rating
by FY 2027. Key actions: mandatory
ESG training for all credit and
relationship management staff, ESG-
linked KPIs for branch performance
evaluation, and exclusionary financing
policies for  high-carbon  sectors
inconsistent ~ with  India’s  NDC
commitments. Employee survey scores
indicate ESG integration (3.69) is the
primary  cultural gap  requiring
structured intervention.

Implement a Zero-Tolerance Mis-
Selling Policy with real-time transaction
monitoring  for  cross-selling  of
insurance, mutual funds, and wealth
products to vulnerable retail customers.
Mis-selling is ICICI Bank’s most
prominent residual ethical risk and has
historically ~ generated  significant
regulatory and reputational exposure.
Al-powered conversation analytics on
customer service calls can provide early
warning of mis-selling patterns.

Enhance fee and interest rate
transparency through a standardised
Customer Disclosure Dashboard
available on ICICI Bank’s mobile app
and internet banking portal, presenting
total cost of each  product
(loan/deposit/investment) in a single
comparable metric. Employee survey
scores for customer transparency (3.87)
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suggest this remains an
underperforming dimension despite
regulatory progress.

» Develop a Whistleblower Protection
and Governance Integrity Platform that
enables bank employees to report
governance  or  ethical practice
violations anonymously with
guaranteed non-retaliation protection.
Board-level Audit Committee direct
oversight of whistleblower reports, with
mandatory quarterly disclosure of the

number of reports received and
resolved, would strengthen the
governance accountability chain

established post-2019.

» Target Gross NPA below 1.5% by FY
2026 through continued portfolio
granularisation into retail segments
(home loans, vehicle loans, personal
finance), early warning system (EWS)
strengthening for corporate exposures,
and resolution of legacy stressed
infrastructure accounts. The regression
model confirms that each 100 basis
point reduction in Gross NPA adds
approximately 61 basis points to
ROA—making NPA management the
highest-priority ethical-financial
initiative.

7. CONCLUSION

This study has provided comprehensive
empirical evidence that ethical financial
practices and profitability are not merely
compatible but causally linked in the
context of ICICI Bank’s five-year
transformation. The bank’s governance
crisis of 2018-19 and subsequent reform
programme represent a natural experiment
that permits rigorous examination of the
ethics-profitability nexus, with ICICI
Bank’s profitability recovery validating the
theoretical propositions of agency theory,
stakeholder theory, and responsible banking
literature.

The regression analysis—with adjusted R?
of 0.973—establishes that 97.3% of ICICI
Bank’s ROA variation over the study
period is explained by three ethical practice
variables: NPA ratio, ESG score, and
compliance expenditure. This quantitative
precision is particularly significant because
it moves the ethics-profitability relationship
from the domain of normative assertion to
empirically demonstrable fact. Responsible
credit underwriting, reflected in NPA
reduction from 5.53% to 2.16%, is the
dominant channel—contributing an
estimated 140-160 basis points of ROA
improvement through credit cost reduction
alone.

The study also demonstrates that ICICI
Bank’s proactive compliance investment
(k42 crore to 4.1 crore in regulatory
penalties; compliance expenditure rising to
52% of OpEx) delivered a decisive
positive ROI. This finding challenges the
common managerial perception that ethics
and compliance are cost centres; the
evidence shows they are profit-generating
investments when managed strategically.

For banking regulators, the study reinforces
the value of governance reform mandates as
tools not merely for systemic stability but
for individual bank profitability
improvement—a  framing that aligns
supervisory and institutional interests. For
bank management, it establishes that the
next frontier of profitability improvement
lies in accelerating ESG integration, closing
the customer transparency gap, and
achieving HDFC Bank-level NPA ratios—
all of which are simultaneously ethical and
financial imperatives. The ICICI Bank case
demonstrates that ethical transformation,
when pursued with genuine organisational
commitment, does not merely restore
credibility—it  creates a  structurally
superior financial institution.
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