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Abstract  

High standards and principles in the governance of companies and banks are indispensable for emerging 

markets and economic growth; banks have a critical position in economies’ progress, due to their major role 

in running the financial system. Moreover, banking industry is distinctive since it is concurrently 

consolidating and diversifying. Therefore, robust bank corporate governance is, indeed, an essential 

constituent for promoting a more resilient financial system. Previous literature analysis highpoints the 

repercussions of banks’ specific traits on their corporate governance framework, stressing two foremost 

aspects: higher opaqueness and imperviousness, and higher regulation, respectively. In this context, our 

research aims to measure bank corporate governance in Romania, by assessing the corporate governance 

quality and effectiveness in the main Romanian banks. Evaluating corporate governance eminence is 

constructed on its own determined score of disclosure and transparency practices, the sample consisting in 

the 4 Romanian banks currently listed on Bucharest Stock Exchange is: Banca Transilvania, BRD, Erste Group 

and Patria Bank. This was performed by appraising the importance level given to corporate governance 

principles, after a brief monitoring and dissemination of information regarding transparency and disclosure 

practices of the banks in the selected sample. By using the score function model, the research seeks to 

categorize to what degree concepts and principles of corporate governance are spread.  Moreover, the paper 

seeks to give emphasis to the current state of corporate governance in Romanian regulatory framework and 

the quality of corporate governance culture in Romanian banks that are listed on Bucharest Stock Exchange 

(BSE). In this respect, we performed an investigation of the mode in which the principles enforced by the 

Organisation for Economic Co-operation and Development (and other governance regulations) are 

respected in four top Romanian banks.  Another objective of our paper finds its correspondence in providing 

a comprehensive synopsis of potential influence that the key players of corporate governance (board of 

directors, executive management, auditor and shareholders) might have on banks’ performance. We 

consider our goal important due to the growing number of governance failures and corporate scandals 

affecting banking environment, which gave rise to the last financial crisis and made the corporate 

governance a controversial subject. In this framework, we reached valuable conclusions regarding a 

satisfactory compliance level with corporate governance requirements regarding Romanian banks that are 

listed on BSE. In this sense, the research emphasized, to some degree, a high level of adoption of the best 

practice doctrines, in comparison with smaller banks in Romania.” 
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Introduction 

Given the background of globalization and 

“the new economy”, corporate governance’s 

particularities within the bank system 

increase the awareness of both practitioners 

and world organizations, concerned in 

advocating worldwide soundproof doctrines 

– whichever we talk about the OECD’s 

Principles of Corporate Governance, Basel 

Committee’s or the community law.  

In respect to the corporate governance 

system in Romania, the main governance 

pillars are represented by:  

• constitutive act – which has the role 

of defining the bank’s field of activity, 

the relationships between the 

shareholders, the management and 

administration bodies, and the 

competences granted to them, 

respectively, as well as the guidelines 

on bank administration, control and 

financial management); 

• management activity framework – 

which is systematically assessed and 

reviewed accordingly and includes 

different concepts (like: bank 

structure and organization – central 

administration-level/units network-

level), management and 

administration bodies/levels, as well 

as operations’ principles, rules and 

regulations; 

• internal control system – with its 

three constituents: internal audit 

function, compliance activities and 

risk management function (with 

precise degree specificities being 

subordinated to each bank); 

• system of delegating the limits of 

decision-making authority; 

• organization and operation rules, 

code of ethics, internal procedures 

and regulations, etc.; 

• principles of stakeholder 

engagement and communication 

(shareholders, clients, employees, 

public institutions, regulators, public 

interest, etc.). 

Through this study, we do not propose 

outlining exhaustive topics associated with 

corporate governance in banks, since 

previously tremendous researches already 

depicted these – Mehran et. al (2011), 

Mehran & Mollineaux (2012), de Haan & 

Vlahu (2013) – but we rather aim to outline 

an exploration of the capability of the 

Romanian bank system to stand by the 

corporate governance principles.    

In Romania, both the applicable laws (The 

Corporate Governance Code of the Bucharest 

Stock Exchange (BSE)) and the most recent 

Romanian researches (Bunea M. (2013), 

Spătăcean & Ghiorghiţă (2012), Manea 

(2015)) agree that when it comes to dealing 

with reporting status on the corporate 

governance principles in banks, the following 

key elements are “pertinent for analysing and 

testing the degree of enabling corporate 

governance principles in banks” as follows 

1. tasks and duties of both governance 

structures and control structures 

(with an emphasis on the 

Supervisory Board’s 

responsibilities); 

2. monitoring structures’ role (and 

possible contiguous conflicts of 

interest); 

3. minority shareholders’ and interest 

owners’ status; 

4. corporate governance risks and the 

amendments made to the internal 

control function (in order to prevent 

and detect these risks); 

5. role of internal audit; 

6. importance of ethics”. 

Unfortunately, over the last years, consequent 

to the 2007-2008 financial crisis, it was 

observed that bank practitioners have not 

succeeded in, actually, comprehending risks. 

As a result, they have encountered not only 

several discontinuity gaps, but also a sturdy 

lack of authority in terms of decisional issues, 

and the instantaneous result consisted in the 

spawn of a substantial trust deficit in credit 

institutions, in general.  
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It is believed, in this context, that the areas 

that were affected the most were:  

 

− the conflict of interests,  

− the ineffective application and 

implementation of corporate 

governance principles, and  

− the role of external auditors and 

monitoring authorities.  

Taking all these into consideration, so as to 

reach our objectives, we have presumed as 

being mandatory to broaden our exploration 

from the six axes initially depicted to a more 

thorough and broaden analysis and further 

demonstration of the main attributes 

constructing a set of eleven pillars/key 

elements which are to be assessed within 

the four banks that are currently listed on 

BSE, namely: Banca Transilvania, BRD, Erste 

Group and Patria Bank. 

Research Methodology 

Since this paper’s purpose is to assess the 

degree of applying sound corporate 

governance principles by the significant 

players in the Romanian banking system, 

research methodology was fundamentally 

based on both; observations – on disclosed 

documents published on the websites of the 

analysed banks – and also on the use of a 

scoring method in assessing the degree of 

smearing corporate governance principles, 

which permitted us to transform assertive 

and qualitative data into numerical 

quantitative data. 

Data collection finds its correspondence in 

developing methods of mediated information 

collection from examining both the Corporate 

Governance Code of the BSE and the 

Corporate Governance Codes made public on 

the official websites of the analysed banks, as 

well as from their published Annual Reports. 

The main research method used is a non-

participating observation – founded on the 

information collected from the “Comply or 

Explain” Statement to determine if banks are 

smearing corporate governance and 

transparency elements.  

Also, by using the score function’s model 

(Spătăcean & Ghiorghiţă (2012), Manea 

(2015)), this study seeks to explore the 

degree to which the key concepts, principles 

and techniques typical to corporate 

governance are spread and enabled, by taking 

the four banks that are currently listed on BSE 

as a reference. 

Therefore, this study required both a 

qualitative and a quantitative approach, on 

the basis of the empirical data collected out of 

the sample of the four banks that are currently 

listed on BSE.  

The analysed sample is consisting of four 

banks that are currently listed on BSE: Banca 

Transilvania (BT), BRD (BRD), Erste Group 

(EG) and Patria Bank (PB). 

The qualitative approach is enlightened by the 

fact that the research has prerequisited 

interpretations, clarifications, explanations 

and deep understanding of the analysed 

phenomena, while the quantitative method 

has concentrated on quantifying through 

numerical expressions by using a score 

system based on a function determined for 

each bank from the sample.  

Testing the Importance of The Key 

Corporate Governance Elements Within 

the Romanian Banks Listed On BSE 

The study proposes ways in order to 

determine to which degree these Romanian 

banks abide by the requirements and key 

principles of corporate governance, in an 

attempt to maximize their enactment and 

performance.  

With the purpose of achieving this goal, a set 

of eleven pillars/key elements has been 

identified and proposed: 
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Fig. 1: Key elements of bank corporate governance  
 

Source: own projection 
 

Case study 

The research objectives are subordinated to 

the main purpose of assessing the 

importance given to key corporate 

governance elements for the sample of the 

four listed banks operating on the Romanian 

banking market.   

Pillar 1
•Fair and right treatment of shareholders

Pillar 2

•Proper, prudent and transparent organizational structure of the Management Board (in 
order to provide an effective management framework)

Pillar 3

•Adequate competencies and clear boundaries of responsibilities of the Management Board 
(meant to add value to the managerial process)

Pillar 4

•Supervisory Board’s role in steering the implementation of the overall strategy and 
assuring the function of risk control

Pillar 5

•Executive Board’s role in coordinating the bank's overall business and its accountability 
and familiarization with bank risks

Pillar 6

•Periodically reviewing and making amendments to the internal control function in 
accordance to the bank's risk profile and monitoring its operational objectives (in order to 
ensure a responsible, prudent and profitable banking activity)

Pillar 7
•Adequate standards for remunerating the Supervisory Board and the Executive Board

Pillar 8
•Audit Committee’s role

Pillar 9

•Publishing information in a timely and balanced way - ensuring accuracy and integrity in 
financial reporting

Pillar 10
•Promoting ethics and adopting responsible decisions

Pillar 11
•Sustainable Corporate Social Responsibility
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By using professional reasoning, for each of 

the eleven presented axes, we allocated an 

“importance coefficient” – kimp.i which is a 

representative to each key element 

deliberated to be relevant for the enforcement 

of the  corporate governance principles in the 

Romanian bank system:  

 

 

Fig. 2: Importance level associated to the most relevant pillars within the corporate 

governance principles  
 

Source: own projection 
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Periodically reviewing and adjusting the internal control function in accordance to the risk profile of

the bank and monitoring its operational objectives
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The Audit Committee's role

Publishing information in a timely and balanced way - ensuring accuracy and integrity in financial

reporting
Promoting ethics and adopting responsible decisions

Sustainable Corporate Social Responsibility
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Furthermore, to each answer scrutinised 

(either from the “Enforce or Explain” 

statement or from the Published Annual 

Reports), a “conformity mark” – confi, was 

also assigned as depicted in the table below: 

 

Table 1: Significance of the conformity marks given to the collected and interpreted 

information 
 

Conformity 

Mark 
Significance 

0 

The analysed bank has not disclosed any relevant document or report 

concerning corporate governance (The Statement Enforce or Explain, 

Annual Reports, etc). 

1 

The analysed bank has disclosed satisfactory information (partial 

data, outdated information) which does not permit settling the cases 

regarding the soundness of corporate governance and/or making any 

recommendations. 

2 

The documents regarding corporate governance are publicly disclosed 

on the official websites in a proportion of 70%, the information available 

allow for settling the issues related to corporate governance at a 

medium level. 

3 

Information dissemination meets the maximum of 100%, by offering 

complete, accurate, transparent and exhaustive disclosed reports, in 

total accordance with the principles of an effective corporate 

governance. 
 

Source: own projection 
 

Findings and Results 
 

Taking into consideration both the 

importance coefficient kimp.i assigned to each 

pillar considered essential in our analysis and 

the conformity marks confi associated to each 

key element of the corporate governance, we 

have obtained the values of the score function 

F(x) (Spătăcean & Ghiorghiţă (2012)) for 

the four studied banks. The obtained values of 

the score function show the final mark 

assigned to each bank, in the form of an 

“expression of conformity with the corporate 

governance instruments in the banking field”, 

as illustrated in the table below: 

 
Table 2: Quantitative determinations regarding the conformity with the working most 

relevant pillars proposed 

 
 

Corporate Governance pillar BT BRD EG PB 

1. Fair and right treatment of shareholders 3 3 3 3 

2. Proper, prudent and transparent organizational structure of the 

Management (Administration and Independence) Board (in order 

to provide an effective management framework) 

3 3 3 3 

3. Adequate competencies and clear boundaries of responsibilities 

of the Management Board (meant to add value to the managerial 

process) 

3 3 3 3 

4. Supervisory Board’s role in steering the implementation of the 

overall strategy and assuring the function of risk control 

3 3 3 3 



7                                                                  Journal of Eastern Europe Research in Business and Economics  

______________________________________________________________________ 

 

______________ 

 

Delia DELIU (2020), Journal of Eastern Europe Research in Business and Economics,  
DOI: 10.5171/2020.271202 

5. Executive Board’s role in coordinating the bank's overall 

business and its accountability and familiarization with bank risks 

3 3 3 3 

6. Periodically reviewing and making amendments to the internal 

control function in accordance to the bank’s risk profile, and 

monitoring its operational objectives (in order to ensure a 

responsible, prudent and profitable banking activity) 

2 2 2 2 

7. Adequate standards for remunerating the Supervisory Board 

and the Executive Board 

3 3 2 2 

8. Audit Committee’s role 3 2 2 2 

9. Publishing information in a timely and balanced way – ensuring 

transparency, accuracy and integrity in financial reporting 

2 3 3 3 

10. Promoting ethics and adopting responsible decisions 3 2 3 3 

11. Sustainable Corporate Social Responsibility 3 3 3 3 
 

Source: own projection 

 

The equation used for the score function is: 

 

F�x� = �� ��	
. � ∗ ���� � ∗ ��� / �
��

���
 

 
where: 

• kimp.i  = importance coefficient assigned to each corporate governance pillar, as per our 

professional reasoning (as shown in Figure 2); 

• confi  = conformity mark assigned to the information collected and interpreted (from 

the published Reports), as per our professional judgement (as seen in Table 1); 

• 3  = highest mark given. 

 
Values of the score function for the sample of banks are: 

 
BT F(x) = (5% * 3 + 5% * 3 + 5% * 3 + 15% * 3 + 15% * 3 + 15% * 2 + 5% * 3 + 10% * 3 + 10% 

* 2 + 10% * 3 + 5% * 3) * 100/3 = 91,66 

BRD F(x) = (5% * 3 + 5% * 3 + 5% * 3 + 15% * 3 + 15% * 3 + 15% * 2 + 5% * 3 + 10% * 2 + 10% 

* 3 + 10% * 2 + 5% * 3) * 100/3 = 88,33 

EG F(x) = (5% * 3 + 5% * 3 + 5% * 3 + 15% * 3 + 15% * 3 + 15% * 2 + 5% * 2 + 10% * 2 + 10% 

* 3 + 10% * 3 + 5% * 3) * 100/3 = 90 

PB F(x) = (5% * 3 + 5% * 3 + 5% * 3 + 15% * 3 + 15% * 3 + 15% * 2 + 5% * 2 + 10% * 2 + 10% 

* 3 + 10% * 3 + 5% * 3) * 100/3 = 90 

 
With an average score of 90,00 out of a total of 

100,00 points, only one entity was above the 

average (Banca Transilvania, with a score of 

91,66). While two credit institutions – Erste 

Group and Patria Bank) reached a score of 

exactly 90,00 points, BRD (with a satisfactory 

score of 88,33) did not surpass the average, as 

a result of the hitches and weaknesses faced 

in several areas: 

 

− unsatisfactory amendments of the 

internal control system (in 

inadequate corroboration with the 

entity’s risk profile); 
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− non-settlement of the independence 

issue regarding the Management 

Board’s members; 

− unclear duties and responsibilities of 

the audit committee; 

− promotion of unsuitable or 

imprecise standards for 

remunerating the Executive Board, 

and the  

− incomplete or inadequate 

implementation of the Code of Ethics’ 

principles. 
 

Following the data processing and the 

observation of the information published by 

the four analysed banks, the result is the 

following strengths regarding the key 

elements of corporate governance: 

 

⊕ all 4 banks are managed by a 

Supervisory Board, which has 7 to 11 

members;  

⊕ the risk management function is 

carried out under the coordination of 

a Risk Committee, which has the role 

of identifying, evaluating and 

managing the risks 

⊕ the audit function is performed by a 

permanent and independent Audit 

Committee, which has an advisory 

function in relation to the bank's 

policies and stratagem regarding the 

internal control system, internal audit 

and external audit;  

⊕ regarding the supervisory authority, 

the 4 banks are conditional for the 

control and observation, abiding by 

the rules enacted by the National Bank 

of Romania. 

 

Our approach was to identify the 

shortcomings and deficiencies, i.e. to 

formulate recommendations for boosting the 

impact of corporate governance’s key 

elements on improving the banking system’s 

performance. Therefore, following the 

research, we also identified weaknesses, 

such as corporate governance issues that 

require efforts for revision, enhancing and 

improvement, such as: 

 

⊗ lack of diversity in the composition of 

the Supervisory Board and Executive 

Board and a lack of a clear and 

concrete policy on gender balance, 

social and cultural origin, professional 

profile and education; 

⊗  no real evaluation of the  

performances of the members of the 

two boards of management; 

⊗ unsatisfactory supervision of risk 

management and risk exposure 

framework; 

⊗ lack of authority from the risk 

management function, so that high 

risk activities can be stopped in time; 

⊗ lack of diversification in risk 

management, often limiting only to 

those categories of risk which are 

considered as priority and, implicitly, 

the loss of sight of the overall picture, 

i.e. the totality of risks to which the 

credit institution exposes to; 

⊗ unreasonable and disproportionate 

directors’ remuneration, based on 

short-term value of bank's action, as 

being the only performing criteria. 

Conclusions 

Unlike previous research studies that aimed 

similar purposed – assessing potential effects 

of corporate governance on entities’ value – 

this paper offers a particular approach on a 

specific business field; the banking one, that 

was little explored until now. 

As this study is defined by freshness (the 

implementation of banking governance 

concepts is only at the beginning in Romania) 

from the scores acquired by the sample of 

banks analysed, it can be perceived – in a 

general approach – the degree of awareness 

and interest paid by the leadership of banks 

(and the parties involved) in respects to the 

main primordial key elements of corporate 

governance.  

Although some deficiencies and flaws have 

been identified – as an outcome of the 

systemic risk encountered in the bank system 

– Romania’s most important banks are now 

on the path of implementing and enabling the 
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key pillars of corporate governance, one by 

one. 

Our contribution consists not only in outlining 

some gaps in the Romanian regulation and the 

requisite to improve corporate governance 

implementation, but also in briefly 

emphasizing those regulatory requirements 

that are ought to be enhanced so as to upsurge 

the effectiveness of corporate governance in 

Romanian banks that are listed on BSE. 

Following our research, we found a 

favourable approach by the banks listed on 

the BSE regarding the value and relevance of 

key elements regarding corporate governance 

in banking performance.  

Thus, we appreciate that the scrutinized 

banks have a noteworthy awareness (and 

availability!) in the implementation of the key 

elements of corporate governance and, at the 

same time, we reached the final conclusion 

that they seem to make substantial efforts in 

comprehending their role, necessity and 

importance in the sustainability and 

continuous enhancement of the banking 

system’s performance in Romania. 

Consequently, there is no doubt that there is a 

worldwide sustained concern for the 

understanding and implementation of the key 

elements of the corporate governance; a deep 

concern that was emphasized by the financial 

crisis in the period 2007-2009 at European 

Union’s level.  

Reliability, soundness and transparency in the 

relationship with shareholders, clear 

delimitation and full ownership, optimal 

evaluation of the risk management function – 

in our opinion, all these are crucial in order to 

guarantee a good, qualitative corporate 

governance, capable of sustaining a national 

banking system and a national economy. 
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