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1. Introduction
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 Directors’ collective efforts towards bank risk

 By default, bank’s risk governance limits bank’s excessive risk-taking

 Naturally, stronger risk governance impedes higher risk and higher return

 Eventually, directors’ collective efforts towards bank risk impact the financial 
performance of the bank

 Directions of the financial performance of the bank in place of risk governance 

 So, what is the impact of risk governance on the financial performance of public 
commercial banks of Organization for Economic Cooperation and Development (OECD)?



2. Theoretical background
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 Personal, educational and functional characteristics of the directors - financial 
performance 

 Upper Echelon Theory facilitates to understand this phenomenon better

 Fundamentally, risk governance characteristics are meant to help banks to avoid 
excessive risk-taking unless otherwise coordinated with the bank financial 
performance 

 Goal coordination between risk governance characteristics and financial 
performance is important 



3. Literature review
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 Risk governance addresses risk related issues at global, local, external, 
internal, and individual levels across sectors and industries

 Practically well defined and balanced approach of risk governance can 
be resourceful in governing risk and achieving higher financial 
performance 

 Risk governance is a collective effort of the individuals to achieve 
common goals

 Hypothesis: Risk governance is negatively associated with bank 
financial performance



 Research period: 2000-2020
 Industry: public commercial banks of OECD
 Databases: director specific characteristics – BoardEx, bank specific measures: BankFocus
 Methods: regression analysis
 Risk governance index (RGI), RGI  = rc, cro, cfo, title, age, and bi
 Principal Component Analysis (PCA) to develop RGI
 Kaiser-Meyer-Olkin (KMO) for the validity of RGI
 Root Mean Square Error (RMSE) technique in selecting the best component for the RGI
 Robustness test
 Causality and reverse causality tests 

4. Sample and methods (1/3)
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3. Sample and Methods (2/3)
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Table 1: Variables and Definitions



3. Sample and Methods (3/3)
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Table 2 - Summary statistics for all banks, on average over the period 2000-2020



4. Results (1/7)
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Table 3 – Results: Models 1 and 2

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (2/7)
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Table 4 – Robustness tests

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (3/7)
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Table 5 – Causality (1/2)

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (4/7)
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Table 6 – Causality (1/2)

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (5/7)
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Table 7 – Reverse causality (1/3)

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (6/7)

14Department of Accounting and Finance | Turku School of Economics

Table 8 – Reverse causality (2/3)

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.



4. Results (7/7)
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Table 9 – Reverse causality (3/3)

***, ** and * indicates statistical significance at the 1%, 5% and 10%, respectively.
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