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Abstract
The banking industry’s quick adoption of artificial intelligence (AI) has drastically changed 
decision-making, operational effectiveness, and service delivery. This study aims to examine 
the extent and nature of AI implementation in banking, evaluate the ethical governance 
procedures used by banks, and examine how ethical AI governance influences risk management. 
To comprehend how ethical issues affect AI-driven banking operations, this study focuses on 
important factors such as transparency, security, accountability, AI governance, and risk 
management. The results show that AI is extensively used in banking operations, including 
digital service platforms, fraudulent activity detection, customer relationship management, and 
credit evaluation. According to the report, strong AI governance frameworks are essential for 
resolving these issues by incorporating moral values into organizational rules and technological 
procedures.
Additionally, the data show a strong connection between risk management and ethical AI 
governance. Banks are better able to recognise, evaluate, and reduce operational, reputational, 
and compliance risks when they prioritise transparency, security, and accountability in their 
AI systems. In addition to boosting stakeholder trust, ethical governance makes banking 
organisations more resilient and sustainable. This study highlights the necessity of incorporating 
ethical governance into AI deployment to achieve productive innovation in the banking industry. 
Enhancing AI governance procedures with strong frameworks and ongoing oversight can 
guarantee that the advantages of AI are achieved while reducing the related risks.
Keywords: Ethical Governance, Artificial Intelligence, Banking, Risk Management, 
Transparency, AI Ethics in Banking, SEM Analysis, AI Governance, Ethical AI Governance.

Background of the Study 
	 In several industries, artificial intelligence (AI) has become a disruptive 
force, particularly in the banking industry, where it has received considerable 
attention. AI provides cutting-edge solutions that improve the effectiveness 
and precision of compliance initiatives, as financial institutions struggle to 
identify and stop money laundering operations (Afeku-Amenyo, H. 2021). 
AI systems can scan enormous volumes of transactional data, spot suspicious 
trends, and automate compliance procedures using sophisticated algorithms 
and machine learning techniques. This simplifies the operations and reduces 
the possibility of human error. This technical development is essential for 
creating a more secure financial environment. Data privacy, accountability, 
transparency, and algorithmic bias have become issues as financial institutions 
increasingly depend on AI technologies. Due to these challenges, the ethical 
implications of using AI in financial transactions must be critically examined. 
This is because biased or defective AI systems have the potential to undermine 
the goals they are meant to accomplish (Tuboalabo et al., 2024). Additionally, 
the governance structures pertaining to the deployment of AI must be strong 
enough to guarantee that these technologies function in accordance with ethical 
and legal norms, preventing potential abuse and defending consumer rights. 
This project aims to investigate ethical governance in the banking industry of 
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Chennai using artificial intelligence. This study seeks 
to offer a thorough understanding of the challenges 
associated with incorporating AI into financial 
frameworks by examining the nexus of technology 
and ethics. This emphasises the necessity of proactive 
governance measures and ethical considerations to 
navigate the changing financial crime prevention 
landscape (Abdul-Azeez et al., 2024).

Introduction
	 Everyone in a community needs to have 
access to artificial intelligence (AI), which is a 
transformational technology (or technical system) 
that has produced new opportunities and ways 
to live successfully in society (Devedzic et al., 
2022). In the same vein, the introduction of AI 
and its application should be viewed in light of 
significant disruptive advances like financial or 
industrial transformation, which have enhanced 
people’s demands, objectives, opportunities and 
freedom (Buccella 2023). Everyone’s social life now 
frequently involves artificial agents (Hayes 2020). 
In addition to providing banking services, banking 
organisations use this technology for credit analysis, 
fraud detection, investment advising services, and 
financial risk management. Customers who employ 
automated assistants such as chatbots and robo-
advisors are directly exposed to artificial intelligence 
(Ris et al., 2020). Banks are learning more about 
their clients’ interests and behaviours through the 
use of AI. The banking industry can offer clients 
better financial services because of the information 
gathered (Moșteanu, 2019). However, technological 
advancements have raised the possibility that banks 
will use vast amounts of consumer data for dubious 
ethical reasons. Unethical behaviour can damage 
consumer trust in the financial industry as a whole.
	 The ethical implications of AI, notably how 
it affects customer rights, data protection, and 
fair treatment, are receiving more attention as the 
technology’s use in banking increases (Vettriselvan 
et al., 2025). Regulators, academics, and the general 
public are deeply concerned about issues such as 
algorithmic bias, opaque decision-making, and 
improper use of consumer data. These issues raise 
significant concerns regarding the responsible use of 
AI by financial institutions while upholding public 

confidence. Consequently, regulatory organisations 
worldwide are investigating new frameworks to 
control the moral application of AI in the banking 
industry. These frameworks aim to ensure that 
innovations are in line with human values, such as 
responsibility, fairness, and inclusivity, in addition to 
minimising risks. Customers’ growing awareness of 
the effects of AI-driven decisions on their financial 
well-being at the same time highlights the necessity 
of ethical design and open communication in AI 
applications (Aldboush & Ferdous, 2023).

Significance of AI In Banking Services
	 AI in financial services Chatbots, fraud detection 
systems, individualised financial advice, and credit 
scoring algorithms are just a few examples of how 
AI technology has been incorporated into banking 
services. Banks can provide more specialised 
services and increase operational efficiency owing to 
AI’s rapid and precise analysis of enormous volumes 
of data. However, the growing use of AI also raises 
moral questions about algorithmic bias, data privacy, 
and the openness of AI decision-making. AI is also 
being employed in mobile micro-lending platforms 
in underdeveloped nations, which raises important 
concerns regarding digital literacy, explainability, 
and transparency (Rehman, 2025).

Consumer Perception and Ethical AI use in 
Banking
	 Customer interactions and opinions about moral 
banking practices have changed as a result of the 
incorporation of AI into financial services. E-banking 
services and AI-driven advising tools increase 
customer trust through increased customisation and 
efficiency (Piotrowski, 2022). Nevertheless, concerns 
about data privacy and possible misuse persist 
despite these advantages. While Chennai bank staff 
and customers recognise AI’s benefits for improving 
banking services, they also point out regulatory 
flaws that expose customers to unethical behaviour. 
Algorithmic bias is a significant problem in AI-driven 
banking, especially in automated lending choices. 
Unfair loan approvals and denials could result from 
biased AI models, disproportionately impacting 
underrepresented areas (Ayebo & Liha 2024). This 
emphasises the necessity of strong ethical standards 
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to guarantee justice and transparency. Transparency 
is a crucial factor in determining consumer trust. 
Understanding how AI makes judgments increases 
the likelihood that consumers will trust AI-driven 
banking, emphasising the importance of providing 
concise justifications for algorithmic results (Ahmed 
2022). Additionally, consumers views of AI in 
banking are greatly influenced by their level of digital 
literacy. AI-driven financial services are distrusted 
by people who lack digital literacy (Buccella 2023). 
This implies that to close the digital divide, banks 
must fund consumer education and awareness 
programs. Overall, although AI improves financial 
services, building consumer trust and guaranteeing 
ethical AI adoption requires resolving data privacy, 
bias, and digital literacy issues.

Ethical Concerns in AI
	 Data privacy is one of the main ethical issues 
related to AI in banking. Banks gather and handle 
vast amounts of private client data, which raises 
questions regarding its use and security (Giza & 
Wilk 2021). Strict data protection procedures and 
open data usage guidelines are required because of 
the possibility of data breaches and illegal access 
to personal data. Algorithmic bias occurs when AI 
systems generate biased results because of the data 
they are trained on or the method algorithms are 
created (Chizari et al., 2022). Biased AI algorithms 
in banking may result in the unfair treatment of 
specific clientele, including low-income or minority 
populations. This can exacerbate existing disparities 
by leading to discriminatory behaviours in areas such 
as interest rates and loan approvals. Furthermore, to 
maintain responsibility and confidence, AI decision-
making must be transparent. In crucial domains such 
as credit scoring and fraud detection, consumers and 
regulators must comprehend how AI systems make 
decisions. A lack of openness can breed suspicion 
and make it difficult to hold banks accountable 
for judgments made using artificial intelligence. 
Concerns exist regarding AI’s potential to strengthen 
institutionalized discrimination as well. Some banks 
have been accused of discriminatory mortgage 
lending practices using AI algorithms. These cases 
highlight the serious consequences of unethical AI 
deployment in the banking sector.
	 Ethical Challenges of AI in Banks: Artificial 

intelligence has quickly permeated the finance 
industry, resulting in incredibly efficient, bizarrely 
scalable, and highly customized services. These 
advancements were not without serious ethical 
obstacles. Fairness, transparency, and autonomy are 
becoming major concerns in everything from credit 
risk and trading to fraud detection and AI-enabled 
client engagement. The primary ethical issues with 
AI in financial service delivery are highlighted in the 
following subsections.
	 Data Exploitation and Financial Surveillance: 
Such widespread reliance raises grave ethical 
questions around informed consent, financial 
surveillance, and data exploitation (Geelal et al., 
2023).
	 Lack of Explainability and Trust: The intrinsic 
black-box nature of these models, with their own 
decision-making processes completely beyond 
the comprehension of any human user, is another 
significant disadvantage of many AI applications 
in finance, particularly when they are used in deep 
learning systems. This poses serious problems 
for both developers and regulators. Therefore, the 
issues of regulatory monitoring are made even more 
problematic by relying solely on machines (Maple et 
al., 2023).
	 Algorithmic Bias and Social Injustice: When 
an AI system produces results that disfavour some 
communities because of their race, ethnicity, 
gender, income, or any other characteristic, this is 
known as algorithmic bias. Equal access to financial 
services may be hampered by algorithms that make 
discriminatory decisions when lending money or 
setting insurance rates.
	 AI governance and ethical amalgamation: The 
way machine learning models gather, process, 
and interpret data is closely related to the ethical 
application of AI in financial services. Governance 
is the fundamental input that AI-driven banking 
systems use to build predictive algorithms and 
decision-making models that affect outcomes like 
credit scoring, fraud detection, and customized 
financial advising. Nonetheless, questions remain 
about the governance of these enormous datasets 
and whether their usage is morally acceptable. 
For example, machine learning algorithms that 
are trained on biased or unrepresentative data 
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may continue to provide discriminatory results, 
including incorrectly priced risk evaluations or 
unfair loan rejections (Jubraj et al. 2018). Therefore, 
the ethical usage of big data in AI systems affects 
model correctness, fairness, and explainability in 
addition to storage and privacy issues. Therefore, 
strict data governance procedures, such as informed 
permission, data minimization, anonymization, 
and ongoing auditing of algorithmic outputs, are 
necessary for responsible AI development (Truby, 
et al., 2020). Banks are encouraged by the AI ethics 
maturity model to evaluate their ethical preparedness 
for using AI systems and implement procedures that 
guarantee openness, equity, and ongoing observation 
of algorithmic behaviour. In order to preserve 
ethical integrity as banking institutions depend more 
and more on automated learning models, AI data 
governance must not only safeguard consumer data 
but also stop damaging biases from being reinforced 
and guarantee adherence to changing regulatory 
requirements.

Review of Literature
	 McArthur Fundira and Charles Mbohwa (2025) 
observed that the quick adoption of artificial 
intelligence (AI) in banking services has drastically 
changed the way financial operations are conducted, 
providing enhanced risk management, customized 
customer experiences and increased efficiency. 
Critical ethical issues have been raised by these 
technical advancements, though, mainly in relation 
to algorithmic bias, data privacy, transparency, 
equity, and regulatory supervision. This study uses 
a multi-method approach that includes bibliometric 
mapping, content analysis, and a systematic 
literature review (SLR) to investigate the ethical 
implications of AI in banking, with an emphasis on 
the impact on customers and the role of regulation 
in reducing related risks. The results show that 
there are four key theme domains - risk and ethical 
decision-making, customer-centric AI technologies, 
ethical governance, and AI application fields. These 
demonstrate the critical need for unified regulatory 
frameworks and the considerable research emphasis 
on responsible AI deployment.
	 Naik (2024) examined the impact of AI in 
banking, looking at both its advantages and 

disadvantages. It explores the moral and legal issues 
related to the use of AI in financial institutions. We 
examine how AI is changing banking operations, 
including funds control, fraud detection, customer 
service, and danger assessment. Real-time analysis 
of vast volumes of data by AI-powered algorithms 
helps banks make informed decisions and customise 
products for male and female customers. The future 
of AI in the banking industry is also examined in this 
study.
	 Vivian Ofure Eghaghe et al. (2024) claimed 
that the financial industry’s quick use of artificial 
intelligence (AI) in anti-money laundering (AML) 
procedures poses serious ethical and governance 
issues that need to be successfully resolved. 
Concerns about data privacy, algorithmic bias, 
and transparency surface as financial institutions 
use AI technologies more frequently to improve 
their AML initiatives. Financial organisations 
must establish strong data governance systems 
that prioritise privacy and adhere to laws such as 
the General Data Protection Regulation (GDPR). 
Building trust requires ensuring that data are utilised 
transparently and communicating data practices to 
clients in an understandable manner. Navigating 
these moral dilemmas requires a strong governance 
system. Financial organizations must to take a 
multidisciplinary strategy that incorporates risk 
management techniques, compliance procedures, 
and ethical standards. Putting in place oversight 
committees can assist guarantee that the application 
of AI complies with legal and ethical constraints.
	 Vidushi Rastogi (2024) examined how, within the 
context of banking and finance legislation, artificial 
intelligence (AI) and financial fraud detection 
connect. This study aims to investigate how AI 
technologies can be successfully applied to identify 
and stop fraudulent activity in banking operations 
while guaranteeing adherence to pertinent legal 
requirements and standards. In accordance with the 
standards established by banking and finance law, 
the results highlight the potential of AI algorithms 
to improve the precision and effectiveness of fraud 
detection systems in banking. AI technologies can 
help with the prompt detection and mitigation of 
fraudulent transactions by analysing large datasets 
and spotting suspicious trends. This promotes 
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regulatory compliance and protects financial 
integrity.

Research Gap
	 There are still a lot of unanswered questions 
despite the growing use of AI in banking. The 
dearth of empirical research on ethical governance 
in banking institutions with AI implementation 
is a significant drawback. Although there are 
theoretical frameworks, there is not much empirical 
data evaluating how AI affects transparency, 
security and accountability in banking operations. 
Furthermore, there is also a lack of regulatory study 
on mitigating AI bias. Furthermore, there is still a 
lack of multidisciplinary research that integrates 
transparency, security and accountability. Instead of 
viewing these elements as interrelated parts of a larger 
governance framework, many studies focus on them 
separately. Finally, there is a dearth of consumer-
centric studies on digital literacy and ethical 
governance in AI based banking. Thus, to ensure 
fair AI deployment and moral banking practices, it 
is essential to comprehend a holistic study on ethical 
governance with artificial intelligence in banking 
sector.

Statement of the Problem
	 Core operations like credit evaluation, customer 
relationship management, fraud detection, risk 
assessment, and regulatory compliance have all 
changed as a result of the banking industry’s quick 
adoption of artificial intelligence (AI). These AI-
powered systems improve productivity, precision, 
and competitiveness, but they also present serious 
problems with accountability, ethics, and governance. 
Regulators, consumers, and society at large have 
expressed grave concerns regarding algorithmic bias, 
opaque automated decision-making, data privacy 
violations, unequal access to financial services, and 
unclear accountability for AI-driven results. The lack 
of a thorough, empirically supported understanding 
of ethical governance systems for AI in the banking 
industry is the main issue that this study attempts to 
address. Without strong ethical governance, banks 
risk losing the trust of their clients, being fined by 
authorities, and unintentionally harming society 
and the economy. In order to enable sustainable 

financial innovation while ensuring that AI adoption 
in banking remains responsible, transparent, and in 
line with ethical and societal norms, it is imperative 
to address this issue.

Objectives of the Study
•	 To investigate the scope and character of AI 

implementation in the banking industry
•	 To assess the ethical governance practices that 

are employed by banks
•	 To analyse the impact of ethical AI governance 

on observing risk management in banking sector

Null Hypothesis Formulated
•	 H01 – Transparency has no significant influence 

on AI governance
•	 H02 – Security has no significant influence on AI 

governance
•	 H03 – Accountability has no significant influence 

on AI governance
•	 H04 – AI governance has no significant influence 

on Risk management
•	 H05 – The age of the respondents does not have 

a significant relationship among the study 
variables transparency, security, accountability, 
AI governance and risk management.

•	 H06 – The occupation of the respondents does not 
have a significant relationship among the study 
variables transparency, security, accountability, 
AI governance and risk management.

Research Methodology
	 Research Design: This study used a descriptive 
research design. The goal of descriptive research is 
to accurately portray participants. This design was 
deemed appropriate because it enabled the collection 
of pertinent data on the research variables and their 
analysis using the proper methodologies. Another 
benefit is the examination of the current correlation 
between independent and dependent variables.
	 Selection of Study Area: Chennai’s banking 
industry is a notable centre for AI integration owing 
to the combination of a robust technology ecosystem, 
top-notch academic institutions, and a welcoming 
government environment. These elements create 
the perfect setting for creating and deploying AI 
solutions that enhance productivity, security, and 
customer satisfaction in the banking sector.
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	 Participants: Employees of particular private 
and public banks in Chennai that are using AI 
technology are the target audience. They were 
chosen to investigate ethical governance using AI in 
the banking industry.
	 Sample Size: Inferential statistics is used to 
make generalizations about the population from the 
sample, which is a subset of the total population. The 
study employed a sample size of 155 respondents.
	 Sampling Technique: It is observed that 
analyses performed on fresh samples yield the best 
results. Sampling was employed to choose a subset 
of the population to represent the total population. In 
the present study, probability sampling, also known 
as the basic random sample method, was employed. 
Every member of the population has an equal 
probability of being included in the sample using this 
sampling strategy.
	 Data Collection Sources: This study included 
both primary and secondary data. Books, published 
government reports, relevant journal articles, 
newspapers, web links, and electronic sources were 
used to gather a large amount of secondary data. 
The researcher created a structured questionnaire 
with five dimensions and socio-demographic 
factors for primary data collection. Three 
questions pertained to demographic factors such 
as age, gender, and occupation. The remaining five 
dimensions, transparency, security, accountability, 
AI governance, and risk management, pertain to 
artificial intelligence and ethical governance. These 
parameters were chosen after consulting experts and 
previous research. A five-point Likert scale, with 1 
denoting Strongly Disagree, 2 disagree, 3 neither 
disagree nor agree, 4 agree, and 5 strongly agree, was 
used in the questionnaire to gather data.
	 Statistical Tools used: To determine the link 
between the study variables, the obtained data 
were uploaded and analysed using SPSS software, 
utilising a variety of statistical methods, including 
one-way ANOVA and SEM. These statistical tools 
were used to analyse the gathered data and interpret 
the findings.

	 Reliability and Validity: The reliability of a 
research instrument validates its ability to deliver 
predictable results by demonstrating consistency. The 
internal consistency of a group of items was measured 
using Cronbach’s alpha, which demonstrated their 
cohesiveness. Higher Cronbach’s alpha suggests 
better internal consistency. Scales with a reliability 
coefficient of 0.70 or above were regarded as 
internally consistent. This study evaluated internal 
consistency using Cronbach’s alpha. Cronbach’s 
alpha reliability coefficients usually vary from 0 to 1. 
Higher Cronbach’s alpha coefficients suggest scale 
item internal consistency. The study found that all 
variables had Cronbach’s alpha reliability scores of 
over 0.7. We can conclude that the data are reliable 
and worth investigating.

Data Analysis
SEM (Structural Equational Modelling)
	 Structural equation modelling (SEM) is a 
potent analytical method for examining intricate 
interactions between many variables within a 
theoretical framework. SEM helps evaluate the 
connections between ethical principles, AI adoption, 
regulatory compliance, and organizational results 
while investigating ethical governance using AI 
in the banking industry. It makes it possible to 
analyze transparency, security, accountability, AI 
governance methods’ direct and indirect impacts 
on risk management, at the same time. Therefore, 
SEM offers a reliable method for confirming ethical 
governance models in AI-powered banking settings.
SEM Analysis

			   Source: Amos Output
Figure 1
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Table 1 Hypothesis Testing
Variables Relationship Estimation SE CR P-Value

AI governance <--- Transparency -0.148 0.108 -1.367 0.172
AI governance <--- Transparency -0.148 0.108 -1.367 0.172
AI governance <--- Accountability 0.098 0.066 11.484 0.000

Risk Management <--- AI governance 0.685 0.049 13.857 0.000
	 	 *Significant at 1% level

	 H01– Transparency has no significant influence 
on AI governance: The null hypothesis is accepted 
since the p-value in the above table exceeds the 
significance level of 0.01. Transparency has no 
substantial impact on AI governance.
	 H02– Security has no significant influence on 
AI governance: The table indicates that the p-value 
above the significance level of 0.01; hence, the null 
hypothesis is accepted. Security has no substantial 
impact on AI governance. 
	 H03 –Accountability has no significant influence 
on AI governance: The table indicates that the 
p-value is less than the significance level (0.01), so 
the null hypothesis is rejected. Accountability has 
substantial impact on AI governance.
	 H04– AI governance has no significant influence 
on Risk management: The null hypothesis is 
rejected as, as shown in Table 4, the p-value is less 
than the significance level (0.01). Consequently, 
AI governance has considerable impact on risk 
management. 

	 The research used metrics including root mean 
square error of approximation (RMSEA = 0.047), 
overall fit absolute goodness of fit (GFI = 0.997), 
comparative fit indices (CFI = 0.988), and Tuker 
Lewis index (TLI = 0.951) to assess the model’s 
overall appropriateness. There are no exact figures 
for these SEM fit metrics, but you may still apply 
some broad guidelines can be applied to make a 
decision. According to the study, the ideal RMSEA 
value falls between 0.06 and 0.08, CMIN/df is less 
than 3.0, and all three measures of GFI, CFI, and TLI 
are more than 0.90. Therefore, we can say that the 
model fits the data well.

One–Way ANOVA between Age and Study 
Variables
	 H05 – The age of the respondents does not have 
a significant relationship among the study variables 
transparency, security, accountability, AI governance 
and risk management.

Table 2
Factors F-Value Significant Inference

Transparency 0.304 0.823 NS
Security 0.691 0.559 NS

Accountability 2.469 0.025 S
AI governance 0.258 0.856 NS

Risk Management 2.744 0.045 S
*5% Significant Level; S- Significant/ NS – Not significant

	 The study variables of accountability and risk 
management were substantially correlated with age, 
as shown in Table 2. The null hypothesis is rejected 
for the age factor and the variables of accountability 
and risk management because the significance 
value is below the 5% threshold. Consequently, 
accountability and risk management seem to differ 
markedly based on respondents’ age. The null 
hypothesis is accepted regarding transparency, 

security, and AI governance.
One –Way ANOVA between Occupation and Study 
Variables
	 H06 – The occupation of the respondents does 
not have a significant relationship among the study 
variables transparency, security, accountability, AI 
governance and risk management.
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Table 3
Factors F-Value Significant Inference

Transparency 0.083 0.969 NS
Security 0.224 0.879 NS

Accountability 0.441 0.724 NS
AI governance 0.180 0.910 NS

Risk Management 1.815 0.047 S
	 *5% Significant Level; S- Significant/ NS – Not significant

	 The study variables of risk management have 
a substantial correlation with occupation, as seen 
in Table 3. The null hypothesis is rejected for 
the occupation factor and the variables of risk 
management, since the significance value is below 
the 5% threshold. Consequently, risk management 
seem to differ markedly based on the respondents’ 
occupation. The null hypothesis is accepted 
regarding transparency, accountability, security and 
AI governance.

Findings
	 The analysis offers thorough insights into 
how important elements - transparency, security, 
accountability, AI governance and risk management 
shape ethical governance with AI in the banking 
industry.
	 SEM analysis shows that ethical considerations 
have mixed implications for AI governance in the 
banking industry. Transparency has a weak negative 
correlation with AI governance (β = -0.148, p = 0.172), 
showing that despite its theoretical significance, 
it may not significantly impact governance 
procedures because of insufficient implementation 
or standardisation. Security has a non-significant 
negative influence (β = -0.059, p = 0.630), suggesting 
that it may be seen as a routine operational necessity 
rather than an administrative governance aspect. 
Accountability has a considerable positive impact on 
AI governance (β = 0.098, p < 0.001), demonstrating 
its importance in enhancing governance through 
explicit responsibility and oversight procedures. AI 
governance considerably improves risk management 
(β = 0.685, p < 0.001), highlighting the importance 
of well-established framework. The findings show 
that accountability drives AI governance and that 
governance strengthens risk management in the 
banking industry.

	 ANOVA results show that age factors vary in 
significance. Transparency (F = 0.304, p = 0.823) and 
security (F = 0.691, p = 0.559) were statistically non-
significant, suggesting that these variables may not 
significantly affect perceptions or outcomes in this 
context. AI governance (F = 0.258, p = 0.856) was 
also non-significant, demonstrating that reactions 
were similar across groups. Accountability (F = 
2.469, p = 0.025) had a statistically significant effect, 
indicating that group differences were important 
and that accountability influenced the model. 
Risk management (F = 2.744, p = 0.045) was also 
significant, indicating its importance and that group 
differences affect risk management outcomes. In this 
investigation, accountability and risk management 
distinguished age groups, whereas transparency, 
security, and AI governance did not identify any 
distinguished group.
	 Most factors indicated no statistically significant 
changes between occupational groups in ANOVA. 
Transparency (F = 0.083, p = 0.969), security (F = 
0.224, p = 0.879), accountability (F = 0.441, p = 
0.724), and AI governance (F = 0.180, p = 0.910) 
were not significant. This means that the responses 
were very similar and that these variables did not vary 
significantly across the groups. This may indicate 
that respondents view these aspects similarly or that 
they are applied or understood similarly in banking. 
However, risk management (F = 1.815, p = 0.047) 
was statistically significant, showing that groups 
perceive and perform risk management differently. 
This shows that risk management is susceptible to 
group differences, such as organizational strategy, 
experience, and exposure to AI systems. Most 
ethical and governance issues are stable; however, 
risk management is a crucial area of variation and 
relevance.
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Suggestions
	 The following recommendations outline 
methods for reducing bias, improving transparency, 
protecting privacy, fortifying governance structures, 
and encouraging cooperation between financial 
institutions and regulators as the application of 
Artificial Intelligence (AI) techniques spreads 
throughout the banking industry:
	 Improving the transparency of AI algorithms 
is essential for the ethical use of AI in a variety of 
datasets. Financial organisations should make an effort 
to develop models that are efficient, comprehensible, 
and understandable. This can be accomplished using 
strategies that allow interested parties to comprehend 
the logic underlying AI decisions. Explainable AI 
(XAI) approaches, which seek to offer lucid insights 
into how algorithms arrive at conclusions. In addition 
to increasing responsibility, this kind of openness 
builds confidence among regulators and consumers, 
who require reassurance that AI technologies are 
applied impartially and responsibly.
	 Establishing AI ethical committees in financial 
organisations is a practical strategy for bolstering 
the governance frameworks for AI adoption. 
Diverse stakeholders, such as AI experts, attorneys, 
compliance officers, and representatives from various 
ethnicities, should comprise these groups. They are 
responsible for supervising the application of AI, 
assessing any potential moral ramifications, and 
guaranteeing compliance with legal requirements. 
This multidisciplinary approach fosters ethical 
consciousness and accountability within the 
organisation.
	 Fostering cooperation between regulators and 
financial institutions is essential for the governance 
of AI. Frequent forums, workshops, and cooperative 
projects can promote information exchange and 
guarantee that financial institutions and regulators 
are up-to-date on the most recent advancements in 
AI technology and ethical issues.
	 The banking industry needs to have strong 
data governance procedures in place that prioritise 
sensitive data protection. To protect consumer 
data, stringent access controls, anonymisation, and 
encryption are required. To analyse how AI systems 
handle personal data and reduce possible privacy 
threats, organisations should create thorough privacy 
impact assessments.

Conclusion
	 This study emphasises the complexity and 
revolutionary nature of AI integration in banking.  
Banks are increasingly using AI-driven technology 
for customer service, identifying fraudulent 
transactions, credit evaluation, and operational 
efficiency. Although these developments improve 
speed, accuracy, and customisation, they also raise 
important ethical questions about algorithmic bias, 
data protection, accountability, and transparency. 
Many banks are implementing structured 
frameworks, such as internal audit systems, regulatory 
compliance processes, ethical guidelines, and AI 
governance rules, to evaluate ethical governance 
practices. However, different banks have different 
levels of maturity regarding these activities. While 
some banks exhibit proactive ethical oversight, 
others are still in the early phases of formalising 
their governance frameworks. The results highlight 
the importance of incorporating moral values, such 
as transparency, security, and accountability, into AI 
systems to augment risk management systems.
	 Additionally, examining how ethical AI 
governance affects risk management highlights its 
importance in reducing operational, reputational, 
and legal risks.  Frameworks for ethical governance 
improve decision-making, reduce the possibility 
of discriminatory results, and increase adherence 
to changing legal requirements. Banks are better 
equipped to handle uncertainty and preserve 
long-term sustainability when they successfully 
implement ethical AI governance. In conclusion, 
ethical governance is a strategic necessity for the 
banking industry’s deployment of AI, rather than 
just a legal obligation. To ensure responsible AI 
deployment within banking institutions, a balanced 
strategy that blends technological innovation with 
strict ethical controls is necessary.

Future Perspectives
	 New issues arise as AI technologies become 
more sophisticated, widespread, and applied to 
various financial activities. The gap between 
theoretical ethical frameworks and their practical 
implementation in systems remains one of the most 
urgent issues. The development of this applicability-
inspiring and influential professional shape and 



Shanlax

International Journal of Arts, Science and Humanities

https://www.shanlaxjournals.com 37

then apparatus to the operational context and arena 
of financial institutions could be the focus of future 
research and case studies. To effectively close this 
gap, a tangible technique for incorporating ethical 
principles and elements into the AI development life 
cycle, from system conception to deployment and 
monitoring, must be created.
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