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Postgraduate Certificate in Risk Management for Central Banks (Bangladesh)

Risk Governance And Culture

Risk Governance refers to the set of structures, policies, and processes through which an organization, such
as a central bank, directs and controls its risk activities. It establishes the hierarchy of decision‑making,
defines responsibilities, and ensures that risk considerations are embedded in strategic and operational
choices. In the context of Bangladesh’s central banking system, risk governance connects the Board of
Governors, the Monetary Policy Committee, and the Risk Management Committee, creating a clear line of
authority for risk oversight. A practical application is the formulation of a risk governance charter that
delineates the role of the Governor, Deputy Governors, and senior risk officers, specifying who approves risk
limits, who monitors compliance, and how escalation procedures operate. Challenges often arise from
overlapping mandates, where multiple committees may claim authority over the same risk domain, leading
to confusion and delayed decision‑making.

Risk Appetite is the amount and type of risk that an institution is willing to accept in pursuit of its objectives.
It is expressed qualitatively, such as “moderate,” or quantitatively, for example, a maximum credit exposure
of BDT 10 billion to any single commercial bank. The central bank’s risk appetite balances the need to
maintain monetary stability with the necessity of fostering financial sector development. An example of
applying risk appetite is setting a limit on foreign exchange market interventions so that the bank does not
expose itself to excessive market volatility. A common challenge is translating the high‑level appetite
statement into actionable limits for front‑line staff, especially when market conditions shift rapidly and the
appetite must be recalibrated.

Risk Tolerance defines the acceptable deviation from the risk appetite that an organization can tolerate
before corrective action is required. While risk appetite sets the overall target, risk tolerance provides the
leeway for short‑term fluctuations. For instance, the central bank may tolerate a 5 percent deviation in its
liquidity coverage ratio during a temporary market stress event. Practical application includes setting
tolerance bands around key risk indicators, such as a 10‑percent range around the target inflation forecast.
The main difficulty lies in monitoring tolerance breaches in real time and ensuring that the escalation
mechanisms are triggered promptly without causing unnecessary alarm.

Risk Capacity is the maximum amount of risk that an organization can bear, given its resources, capital, and
regulatory constraints. In a central bank, risk capacity is influenced by statutory limits, such as the ceiling on
the size of the foreign exchange reserve portfolio, and by internal constraints like the availability of
risk‑mitigating tools. An illustration of risk capacity is the limit on the total exposure to sovereign debt,
which must not exceed a certain percentage of the bank’s total assets to preserve financial stability. The
challenge is that capacity is often static, while the external environment is dynamic, requiring continuous
reassessment of the capacity thresholds.

Risk Framework encompasses the policies, procedures, and tools that together support risk identification,
assessment, monitoring, and mitigation. The framework provides a common language and consistent

Read online: https://learnuni.com/guides/8255898/risk-governance-
and-culture

LearnUNI · 10 Jul 2026



G U I D E

methodology across the central bank’s departments. For example, a risk framework may prescribe the use
of value‑at‑risk (VaR) models for market risk, stress‑testing for liquidity risk, and credit scoring models for
counterparty risk. Implementing the framework requires training staff, integrating systems, and ensuring
that data quality is sufficient for reliable risk measurement. A typical obstacle is the resistance to change,
especially when legacy systems are deeply embedded in daily operations.

Risk Policy is a formal document that outlines the principles, objectives, and governance arrangements for
risk management. It serves as a reference for staff at all levels, clarifying expectations and responsibilities. In
Bangladesh’s central bank, a risk policy might state that all risk‑related decisions must be aligned with the
bank’s mandate to maintain price stability and protect the financial system. Practical use of the policy
includes requiring risk officers to obtain approval from the Risk Management Committee before
undertaking large‑scale foreign exchange interventions. Challenges often involve keeping the policy
up‑to‑date with evolving regulatory standards and ensuring that it does not become a mere formality.

Risk Culture denotes the shared values, beliefs, and attitudes that shape how risk is perceived and managed
within an organization. A strong risk culture encourages openness, accountability, and continuous learning.
For a central bank, fostering a risk culture means promoting transparency about risk exposures,
encouraging staff to raise concerns without fear of reprisal, and rewarding prudent risk‑taking. An example
of cultivating risk culture is implementing regular “risk awareness” workshops where employees discuss
recent market developments and their implications for the bank’s risk profile. The primary challenge is that
culture is intangible and evolves slowly; changing entrenched behaviors requires sustained leadership
commitment and clear incentives.

Risk Ownership assigns responsibility for managing specific risks to individuals or units. Clear ownership
ensures that risks are not overlooked and that mitigation actions are executed. In the central bank, the head
of the Foreign Exchange Department may own market risk related to currency interventions, while the Head
of Supervision may own credit risk arising from the bank’s lending to commercial banks. Practical
application includes maintaining a risk register that lists each risk, its owner, and the status of mitigation
measures. A common difficulty is that owners may lack the authority or resources needed to address the
risks effectively, leading to gaps in risk mitigation.

Risk Accountability goes a step beyond ownership by requiring that owners report on risk performance and
face consequences for failures to manage risks appropriately. Accountability is enforced through
performance appraisal systems, where risk‑related metrics are part of the evaluation criteria for senior
managers. For instance, a Deputy Governor may be held accountable for exceeding the established liquidity
risk limits, resulting in a formal review. The challenge lies in balancing accountability with a supportive
environment that does not penalize honest reporting of risk breaches, which could otherwise suppress
critical information.

Risk Communication involves the exchange of risk information among stakeholders, including the Board,
senior management, staff, and external regulators. Effective communication ensures that risk decisions are
based on accurate, timely data. In practice, risk communication may take the form of monthly risk
dashboards presented to the Board, highlighting key risk indicators, limit breaches, and emerging threats. A
practical issue is that technical risk terminology can be misunderstood by non‑technical board members,
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requiring the use of plain language and visual aids. Over‑communication, however, can lead to information
overload, so the challenge is to strike the right balance.

Risk Transparency is the degree to which risk information is openly disclosed within the organization and,
where appropriate, to external parties. Transparency builds trust and facilitates better decision‑making. For a
central bank, transparency might involve publishing an annual risk report that outlines the bank’s exposure
to market, credit, and operational risks, together with the measures taken to mitigate them. The practical
benefit is that stakeholders, including the government and market participants, gain confidence in the
bank’s risk management practices. Challenges include protecting sensitive information that could be
exploited by market participants and complying with confidentiality requirements.

Risk Identification is the systematic process of detecting potential events that could affect the achievement
of objectives. Techniques include brainstorming sessions, scenario analysis, and review of historical loss
data. In the Bangladeshi context, risk identification may focus on macro‑economic shocks, such as sudden
changes in export demand, which could impact the bank’s foreign reserve management. An example of a
structured approach is using a risk taxonomy that categorizes risks into market, credit, operational, legal,
and reputational domains. The main challenge is ensuring that identification is comprehensive and not
limited by cognitive biases or siloed thinking.

Risk Assessment involves evaluating identified risks in terms of likelihood and impact, often using
quantitative models or qualitative matrices. The assessment results feed into prioritization and resource
allocation. For operational risk, a central bank might assess the probability of a cyber‑attack and estimate
the financial loss, regulatory penalty, and reputational damage. Practical tools include Monte Carlo
simulations for market risk and heat maps for visualizing risk levels. A persistent difficulty is obtaining
reliable data for rare events, which can lead to under‑estimation of risk severity.

Risk Monitoring is the ongoing observation of risk exposures against established limits and thresholds. It
requires real‑time data feeds, automated alerts, and regular reporting. For liquidity risk, monitoring may
involve tracking daily cash inflows and outflows, comparing them to the liquidity coverage ratio limit, and
generating alerts when the ratio approaches the tolerance band. In practice, monitoring dashboards are
integrated with the bank’s treasury management system. Challenges include data latency, system
integration issues, and ensuring that alerts are meaningful rather than generating false positives that
desensitize staff.

Risk Mitigation encompasses the actions taken to reduce either the likelihood or the impact of a risk.
Strategies include avoidance, reduction, sharing, and acceptance. In the central bank, mitigation of foreign
exchange market risk may involve using derivative contracts to hedge exposure, diversifying reserve
holdings across currencies, and establishing clear intervention protocols. An example of risk sharing is
entering into a joint‑venture with another central bank to develop a regional payment system, thereby
distributing operational risk. The main challenge is that mitigation measures can be costly and may
introduce new, secondary risks, requiring careful cost‑benefit analysis.

Risk Reporting delivers risk information to decision‑makers in a format that supports analysis and action.
Reports are typically produced on a regular basis, such as daily, weekly, or monthly, and may be tailored to
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different audiences. A risk report to the Board might summarize limit breaches, emerging risks, and the
effectiveness of mitigation actions, while a report to operational units could focus on specific KRIs. Practical
considerations include selecting the right metrics, ensuring data accuracy, and presenting the information
concisely. A frequent challenge is aligning report frequency with the speed of risk evolution, especially in
volatile markets.

Risk Metrics are quantitative measures used to assess and track risk performance. Common metrics include
value‑at‑risk (VaR), expected shortfall, capital adequacy ratio, and loss‑given‑default. For a central bank, a
key metric might be the proportion of foreign reserves held in high‑liquidity assets, expressed as a
percentage of total reserves. The practical use of metrics involves setting target levels, monitoring
deviations, and triggering corrective actions when thresholds are crossed. The difficulty often lies in
selecting metrics that are both meaningful and easy to interpret, avoiding the temptation to rely on overly
complex models that obscure the underlying risk picture.

Key Risk Indicators (KRIs) are specific metrics that provide early warning of increasing risk exposure. They
are selected based on their predictive power and relevance to the organization’s risk profile. An example KRI
for operational risk could be the number of failed login attempts on the bank’s core banking system, while a
KRI for market risk might be the volatility index of the Bangladeshi taka against major currencies. Practical
application includes defining trigger levels for each KRI and integrating them into the risk monitoring
system to generate alerts. Challenges include ensuring that KRIs are not overly sensitive, which could lead
to alert fatigue, and maintaining their relevance as the risk environment evolves.

Risk Limits are quantitative boundaries set to control exposure to specific risks. They are derived from the
risk appetite and tolerance, and are enforced through the bank’s risk management systems. For instance, a
limit may be imposed on the maximum net open position in the foreign exchange market, set at
BDT 5 billion. In practice, limits are monitored continuously, and any breach must be reported immediately
to the Risk Management Committee. The primary challenge is ensuring that limits are realistic, calibrated to
the bank’s capacity, and flexible enough to allow legitimate business activities without compromising safety.

Risk Escalation defines the process by which risk issues are moved up the organizational hierarchy when
they exceed predefined thresholds. Effective escalation ensures that senior management and the Board are
aware of significant risk events in a timely manner. A typical escalation pathway might start with the risk
owner reporting a limit breach to the department head, who then notifies the Deputy Governor, and finally
the Governor if the breach is material. Practical implementation requires clear documentation of escalation
triggers and responsibilities. A frequent obstacle is the reluctance of staff to report issues early, often due to
fear of repercussions or uncertainty about the proper channel.

Risk Appetite Statement is a concise document that articulates the organization’s willingness to assume risk
in various categories. It translates the abstract concept of appetite into concrete language, often linking
each risk type to a specific limit or qualitative description. For the central bank, the risk appetite statement
may declare a “low” appetite for credit risk to commercial banks, a “moderate” appetite for market risk
related to foreign exchange operations, and a “high” appetite for innovation in digital payment systems.
Practically, the statement guides the setting of limits, informs strategic planning, and provides a benchmark
for performance evaluation. The challenge is ensuring that the statement remains aligned with the evolving
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macro‑economic environment and regulatory expectations.

Risk Management Framework (RMF) is the overarching structure that integrates all components of risk
governance, policy, culture, and processes. It provides the blueprint for how risk is identified, measured,
monitored, and controlled. In Bangladesh’s central bank, the RMF may be aligned with the Basel
Committee’s principles, incorporating layers such as the Board, the Risk Management Committee, the Chief
Risk Officer, and operational units. Practical steps include mapping the flow of risk information, defining
roles, and establishing performance metrics for risk management effectiveness. A key difficulty is
maintaining coherence across diverse functions, especially when new risks, such as cyber threats, emerge
and require rapid integration into the existing framework.

Enterprise Risk Management (ERM) extends the risk management approach to encompass all risks across
the organization, promoting a holistic view. ERM emphasizes the interdependencies among risk types and
supports strategic decision‑making. For a central bank, ERM may involve integrating monetary policy risks,
financial stability risks, operational risks, and reputational risks into a single risk register. An example of ERM
in action is conducting an enterprise‑wide stress test that evaluates the impact of a sharp depreciation of
the taka on liquidity, credit, and market risk simultaneously. The main challenge is achieving the necessary
data integration and analytical capability to model complex risk interactions accurately.

Risk Appetite Framework is the set of tools and processes used to define, measure, and monitor risk
appetite. It includes the risk appetite statement, risk limits, tolerance bands, and governance mechanisms.
Implementing the framework involves workshops with senior leadership to articulate appetite, translating it
into quantitative limits, and embedding it into the bank’s budgeting and performance management
processes. A practical benefit is that the framework provides a consistent reference point for evaluating new
projects, such as the launch of a digital currency pilot, against the bank’s willingness to accept associated
technological and operational risks. A persistent challenge is aligning the appetite with the dynamic political
and economic context of Bangladesh, where policy shifts can quickly alter risk expectations.

Risk Capacity Assessment evaluates the maximum risk the bank can absorb without jeopardizing its core
functions. It takes into account capital buffers, liquidity reserves, and regulatory capital requirements. An
example is assessing the ability to withstand a 20 percent shock to foreign reserve valuations while
maintaining sufficient liquidity to meet domestic payment obligations. The assessment informs the setting
of risk limits and the design of contingency plans. The difficulty lies in modeling extreme scenarios
accurately and ensuring that the capacity assessment is updated regularly to reflect changes in the bank’s
balance sheet and external environment.

Risk Governance Charter is a formal document that outlines the composition, authority, and responsibilities
of risk governance bodies. It specifies the roles of the Board, the Risk Management Committee, and the
Internal Audit function, among others. In practice, the charter may mandate that the Risk Management
Committee meets quarterly to review limit breaches, approve risk policies, and endorse major
risk‑mitigation initiatives. The charter also defines the reporting lines and the frequency of communication
with the Board. A common obstacle is ensuring that the charter remains relevant as the organization
evolves, necessitating periodic reviews and amendments.
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Risk Policy Framework provides the set of policies that govern specific risk types, such as market risk, credit
risk, and operational risk. Each policy outlines the methodology, measurement standards, and governance
arrangements for its risk category. For example, a market risk policy might require the use of a 10‑day VaR
model calibrated to historical price data, with a confidence level of 99 percent. The practical advantage of a
policy framework is that it creates consistency across the bank, enabling comparability of risk metrics and
facilitating regulatory reporting. Challenges include maintaining policy relevance amid rapid technological
change, such as the emergence of blockchain‑based payment platforms.

Risk Appetite Communication is the process of disseminating the risk appetite throughout the organization
so that all staff understand the limits within which they must operate. Effective communication may involve
town‑hall meetings, internal newsletters, and the inclusion of appetite statements in departmental
objectives. An example is distributing a one‑page risk appetite summary to all employees, highlighting the
key limits for market and credit risk. The primary challenge is ensuring that the message is not lost in
translation, especially when dealing with technical concepts that may be misunderstood by non‑risk staff.

Risk Culture Assessment evaluates the prevailing attitudes and behaviors related to risk within the
organization. It typically uses surveys, interviews, and focus groups to gauge perceptions of risk awareness,
openness, and accountability. In the central bank, a risk culture assessment might reveal that staff feel
comfortable reporting operational incidents but are hesitant to discuss strategic risks. Practical application
includes using the assessment results to design targeted training programs, adjust incentive structures, and
refine governance processes. The difficulty lies in translating qualitative feedback into concrete cultural
change initiatives that produce measurable improvements.

Risk Incentive Alignment ensures that the reward and performance management systems reinforce the
desired risk‑taking behavior. Incentives may include bonuses, promotions, or recognition tied to
risk‑adjusted performance metrics. For instance, a risk‑adjusted return on assets (RAROA) could be used to
evaluate the performance of the Foreign Exchange Department, encouraging them to achieve returns while
staying within risk limits. A practical challenge is avoiding perverse incentives, where staff might manipulate
risk metrics to achieve higher rewards, undermining the integrity of risk management. Designing robust,
transparent incentive structures that balance risk and reward is therefore critical.

Risk Awareness Training educates employees about the nature of risks, the importance of risk management,
and their specific responsibilities. Training programs may cover topics such as regulatory compliance,
cyber‑security best practices, and scenario analysis techniques. In the Bangladeshi central bank, risk
awareness training could be mandatory for all new hires, with refresher courses offered annually. The
benefit is a more informed workforce capable of identifying and reporting risks early. However, maintaining
engagement and ensuring that training content remains current with evolving risk landscapes pose ongoing
challenges.

Risk Scenario Analysis involves constructing plausible future states to assess the impact on the
organization’s objectives. Scenarios may be based on macro‑economic trends, geopolitical events, or
technological disruptions. For example, a scenario might examine the consequences of a sudden 15 percent
depreciation of the taka on the bank’s foreign reserve holdings, liquidity position, and inflation outlook.
Practical implementation includes selecting relevant variables, assigning probability weights, and using
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simulation tools to estimate outcomes. The main difficulty is choosing scenarios that are both realistic and
sufficiently severe to test the resilience of risk controls.

Risk Stress Testing is a specific form of scenario analysis that evaluates the effect of extreme but plausible
events on the organization’s risk profile. Stress tests are often mandated by regulators and may focus on
market, credit, or liquidity risk. An example for the central bank could be a stress test that assumes a global
financial crisis leading to a 30 percent drop in export revenues, thereby pressuring the foreign exchange
reserves. The results inform contingency planning, such as the activation of emergency liquidity facilities.
Challenges include the need for high‑quality data, sophisticated modeling capabilities, and the integration
of stress‑test outcomes into strategic decision‑making.

Risk Appetite Monitoring tracks whether the actual risk exposure remains within the defined appetite and
tolerance levels. It involves comparing current risk metrics against the appetite statement and generating
variance reports. In practice, a risk dashboard may display the current VaR relative to the appetite limit,
highlighting any breach. The advantage of continuous monitoring is early detection of drift toward
unacceptable risk levels. However, maintaining accurate, real‑time data feeds and ensuring that monitoring
tools are calibrated to reflect the latest market conditions can be resource‑intensive.

Risk Governance Structure describes the hierarchy and interrelationships among the bodies responsible for
risk oversight. It typically includes the Board, the Risk Management Committee, the Audit Committee, and
the Chief Risk Officer. In Bangladesh’s central bank, the governance structure may also involve the Monetary
Policy Committee, which has a distinct role in managing policy risk. Practical implementation requires clear
documentation of reporting lines, meeting schedules, and decision‑making authority. A frequent challenge
is coordinating across multiple committees that may have overlapping responsibilities, leading to
duplication of effort or gaps in oversight.

Risk Reporting Cadence defines the frequency and timing of risk reports to various stakeholders. A
well‑designed cadence balances the need for timely information with the capacity to produce accurate
reports. For example, the central bank may issue daily liquidity risk briefs to senior management, weekly
market risk summaries to the Board, and monthly comprehensive risk reports for regulators. The practical
benefit is that decision‑makers receive the right information at the right time. However, ensuring
consistency across reports and avoiding reporting fatigue among recipients can be difficult, especially
during periods of heightened market volatility.

Risk Limit Framework establishes the hierarchy of limits, from aggregate limits for the entire organization to
granular limits for individual units or transactions. It defines how limits are allocated, monitored, and
adjusted. An example is setting an aggregate market risk limit of BDT 20 billion, with sub‑limits for each
currency exposure. The practical application includes integrating limit data into the bank’s treasury
management system, enabling automatic breach detection. The main challenge is maintaining alignment
between limits and the evolving risk appetite, particularly when external shocks require rapid limit revisions.

Risk Governance Principles are the foundational concepts that guide the design and operation of risk
oversight mechanisms. Common principles include independence, accountability, transparency, and
proportionality. For a central bank, independence may refer to the autonomy of the risk function from
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day‑to‑day operational pressures, ensuring unbiased risk assessment. Transparency involves clear
communication of risk policies and performance. Proportionality ensures that governance mechanisms are
appropriate to the size and complexity of the risk. Implementing these principles requires cultural
commitment and structural safeguards. Challenges arise when institutional pressures or political
considerations conflict with the ideal of independent risk oversight.

Risk Appetite Alignment ensures that strategic objectives, business plans, and resource allocations are
consistent with the defined appetite. This alignment is achieved through budgeting processes, project
approval criteria, and performance measurement. For instance, a proposed expansion of the bank’s digital
payment platform must be evaluated against the appetite for technology risk, ensuring that the projected
exposure does not exceed the tolerance level. Practical tools include risk‑adjusted net present value (NPV)
calculations and scenario‑based cost‑benefit analyses. The difficulty lies in quantifying intangible risks, such
as reputational impact, and integrating them into the alignment process.

Risk Governance Documentation comprises all formal records that describe the risk management
arrangements, including charters, policies, procedures, and meeting minutes. Maintaining comprehensive
documentation supports regulatory compliance and provides an audit trail. In practice, the central bank may
store governance documents in a secure repository, with version control to track changes. The advantage is
that stakeholders can readily access the latest policies and understand the rationale behind decisions.
However, keeping documentation up‑to‑date requires dedicated resources, and there is a risk that
documents become “paper‑heavy” without being actively used in daily operations.

Risk Management Information System (RMIS) is the technology platform that supports risk data collection,
analysis, reporting, and workflow management. An RMIS integrates data from multiple sources, such as
treasury, accounting, and compliance systems, to provide a unified view of risk. For the central bank, an
RMIS might include modules for market risk analytics, credit risk scoring, and operational risk incident
tracking. Practical benefits include automation of limit monitoring, real‑time dashboards, and streamlined
reporting to regulators. Challenges involve ensuring data quality, safeguarding sensitive information, and
achieving user adoption across diverse departments.

Risk Appetite Review is a periodic reassessment of the appetite statement to ensure its relevance and
effectiveness. Reviews typically consider changes in the external environment, regulatory expectations, and
internal performance. In Bangladesh, a risk appetite review may be triggered by a major policy shift, such as
the introduction of a new financial inclusion initiative. The review process involves senior leadership, the
Risk Management Committee, and external advisors, producing an updated statement and revised limits.
The main challenge is balancing the need for timely updates with the governance requirement for thorough
deliberation and board approval.

Risk Governance Training equips board members, senior executives, and risk officers with the knowledge
and skills needed to fulfill their governance responsibilities. Training topics may include fiduciary duties,
regulatory frameworks, and emerging risk trends. For the central bank, a governance training program
could be delivered annually, featuring case studies on past financial crises and their lessons for risk
oversight. The practical outcome is a more informed decision‑making body capable of challenging risk
assumptions and demanding robust controls. A common difficulty is tailoring the curriculum to the varying
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experience levels of participants while maintaining relevance to the bank’s specific risk profile.

Risk Governance Metrics are performance indicators that assess the effectiveness of risk oversight
structures. Metrics may include the frequency of board risk discussions, the proportion of limit breaches
that are escalated within the prescribed timeframe, and the percentage of risk policies that are reviewed
annually. For instance, a metric could track the average time taken to approve a new risk limit, indicating the
efficiency of the governance process. The advantage of using metrics is that they provide objective evidence
of governance health and highlight areas for improvement. However, selecting metrics that truly reflect
governance quality, rather than merely administrative compliance, can be challenging.

Risk Governance Framework Integration refers to the alignment of risk governance with other corporate
governance domains, such as financial reporting, internal audit, and compliance. Integration ensures that
risk considerations are embedded in all governance activities, avoiding siloed approaches. In practice, the
central bank may hold joint meetings between the Risk Management Committee and the Audit Committee
to discuss overlapping issues, such as the impact of operational risk incidents on financial statements. The
benefit is a more cohesive governance environment, reducing duplication and enhancing risk visibility. The
challenge lies in coordinating schedules, reconciling different reporting requirements, and managing
competing priorities among committees.

Risk Governance Culture reflects the collective mindset that influences how risk governance is perceived and
enacted. A culture that values rigorous oversight, open dialogue, and continuous improvement supports
effective risk governance. For a central bank, fostering such a culture may involve leadership modeling
transparent risk communication, rewarding staff who identify control weaknesses, and establishing forums
for cross‑functional risk discussions. Practical examples include “risk town‑halls” where employees can ask
senior leaders about risk strategies, and “lessons‑learned” workshops after major incidents. The difficulty is
that cultural change is slow and requires sustained effort, especially when entrenched habits favor secrecy
or risk avoidance.

Risk Governance Role Clarity ensures that each participant understands their specific duties, authority, and
accountability within the risk management system. Clear role definitions prevent gaps and overlaps that
could weaken risk controls. In the central bank, role clarity might be documented in job descriptions,
specifying that the Chief Risk Officer is responsible for aggregating risk data, while the Head of Supervision
oversees credit risk monitoring. Practical implementation includes regular role‑review meetings and updates
to organizational charts. A common obstacle is role ambiguity during organizational restructuring, which
can create uncertainty and delay risk‑related decisions.

Risk Governance Communication Channels are the formal pathways through which risk information flows
between units, committees, and the Board. Effective channels include scheduled meetings, electronic
reporting platforms, and ad‑hoc briefings. For example, a risk breach in the payment system may be
communicated via an immediate email alert to the Deputy Governor, followed by a detailed report in the
next Risk Management Committee meeting. The benefit of well‑defined channels is timely dissemination of
critical risk data. However, ensuring that information is both accurate and appropriately classified, especially
when dealing with confidential or market‑sensitive data, presents a notable challenge.
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Risk Governance Stakeholder Engagement involves actively involving internal and external parties who have
an interest in the bank’s risk profile. Internal stakeholders include operational units, while external
stakeholders may comprise regulators, government ministries, and the financial market. Engaging
stakeholders can be achieved through regular briefings, joint risk workshops, and transparent reporting. For
instance, the central bank may hold quarterly risk forums with major commercial banks to discuss systemic
risk concerns. The practical advantage is that stakeholder input enriches risk assessments and builds
confidence in the bank’s risk management. Challenges include managing divergent expectations and
maintaining confidentiality while providing sufficient transparency.

Risk Governance Decision‑Making Process outlines the steps taken to evaluate risk information and reach
informed conclusions. The process typically involves data collection, analysis, risk rating, recommendation
formulation, and approval. In practice, a proposal to increase the foreign exchange reserve buffer would be
evaluated by the Risk Management Committee, which would assess the impact on liquidity, market risk, and
capital adequacy before recommending the action to the Board. The benefit of a structured
decision‑making process is consistency and traceability. However, overly rigid processes can impede swift
responses to emerging threats, requiring a balance between thoroughness and agility.

Risk Governance Oversight Mechanisms are the tools and procedures used to monitor the performance of
the risk governance system itself. These may include internal audits, self‑assessments, and external reviews.
An internal audit may examine whether the Risk Management Committee follows its charter, whether limit
breaches are reported timely, and whether corrective actions are effective. Practical advantages include
early identification of governance weaknesses and assurance to regulators. The difficulty often lies in
maintaining independence of oversight functions and avoiding the perception that audits are punitive
rather than developmental.

Risk Governance Compliance ensures that the organization adheres to applicable laws, regulations, and
standards related to risk management. Compliance activities include monitoring regulatory changes,
conducting gap analyses, and implementing corrective actions. For the central bank, compliance with the
Basel III framework requires regular reporting of risk‑weighted assets, capital adequacy, and leverage ratios.
Practical implementation may involve a compliance dashboard that tracks regulatory deadlines and the
status of required filings. The main challenge is the volume and complexity of regulations, which can strain
resources and increase the risk of inadvertent non‑compliance.

Risk Governance Evaluation is the periodic assessment of the effectiveness and efficiency of the governance
arrangements. Evaluation methods may include surveys, benchmarking against peer institutions, and
performance reviews. An example is conducting a benchmark study comparing the central bank’s risk limit
structures with those of other emerging market central banks, identifying best practices and gaps. The
outcome informs improvements to governance design and processes. Challenges include obtaining reliable
comparative data and ensuring that evaluation findings lead to actionable changes rather than merely
academic exercises.

Risk Governance Best Practices represent the proven methods and approaches that have demonstrated
success in managing risk effectively. Examples include establishing a single point of contact for risk
escalation, using scenario‑based stress testing, and embedding risk considerations in strategic planning. For
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the central bank, adopting best practices may involve implementing a risk‑adjusted performance
measurement system that aligns incentives with risk‑aware outcomes. The practical benefit is enhanced
resilience and credibility. However, transferring best practices from other jurisdictions must be adapted to
the local context, accounting for differences in regulatory environment, market structure, and institutional
culture.

Risk Governance Implementation Roadmap outlines the sequence of steps required to establish or enhance
the risk governance framework. The roadmap typically includes phases such as assessment, design,
development, testing, rollout, and continuous improvement. In Bangladesh’s central bank, the
implementation roadmap might begin with a gap analysis of existing governance structures, followed by
the drafting of new charters, the deployment of an RMIS, and the training of staff. Practical considerations
involve setting realistic timelines, allocating budget, and securing senior leadership commitment. The
primary challenge is managing change resistance and ensuring that each phase delivers measurable value
before proceeding to the next.

Risk Governance Maturity Model provides a framework for assessing the development stage of an
organization’s risk governance capabilities. Levels range from ad‑hoc, where risk management is informal,
to optimized, where governance is fully integrated and continuously refined. For the central bank, a maturity
assessment may reveal that market risk governance is at a “defined” level, while operational risk governance
remains at a “repeatable” stage. The practical use of the model is to prioritize improvement initiatives,
focusing on areas with the greatest maturity gaps. The difficulty lies in obtaining objective assessments and
avoiding complacency when higher maturity levels are achieved.

Risk Governance Alignment with Strategic Objectives ensures that risk oversight supports the bank’s
mission of maintaining price stability, promoting financial stability, and fostering economic development.
Alignment is achieved by linking risk limits and appetite to strategic targets, such as inflation goals or
reserve adequacy ratios. For example, a strategic objective to increase financial inclusion may be
accompanied by a risk appetite for technology risk associated with digital payment platforms. Practical
benefits include coherent decision‑making and resource allocation. The challenge is that strategic priorities
can shift quickly due to political or economic pressures, requiring agile adjustments to the risk governance
framework.

Risk Governance Accountability Matrix is a tool that maps responsibilities, authorities, and accountabilities
for risk‑related tasks across the organization. The matrix clarifies who is responsible for risk identification,
who has authority to approve risk limits, and who is accountable for reporting breaches. In practice, the
matrix may be presented in a simple table format, highlighting the roles of the Governor, Deputy Governors,
Chief Risk Officer, and unit heads. The advantage is reduced ambiguity and enhanced coordination.
However, maintaining an up‑to‑date matrix as roles evolve can be cumbersome, necessitating regular
reviews.

Risk Governance Communication Strategy defines how risk information is conveyed to internal and external
audiences, ensuring clarity, relevance, and timeliness. The strategy includes the selection of communication
channels, message framing, and frequency. For the central bank, a communication strategy might involve
weekly risk newsletters for staff, quarterly risk briefings for the Board, and annual risk reports for the public.

Read online: https://learnuni.com/guides/8255898/risk-governance-
and-culture

LearnUNI · 10 Jul 2026



G U I D E

Practical benefits include fostering a shared understanding of risk priorities and building stakeholder
confidence. Challenges include tailoring messages to diverse audiences and avoiding information overload.

Risk Governance Documentation Standards set the requirements for the format, content, and control of
governance documents. Standards may specify naming conventions, version control procedures, and
approval workflows. For example, all risk policies might be required to include a purpose statement, scope,
definitions, procedures, and a revision history. The practical outcome is consistent, high‑quality
documentation that facilitates compliance and audit readiness. The difficulty is ensuring that staff adhere to
the standards, especially when under tight deadlines or during periods of high operational demand.

Risk Governance Integration with Business Continuity Planning aligns risk oversight with the organization’s
ability to maintain essential functions during disruptions. Integration ensures that risk assessments inform
continuity strategies, such as identifying critical systems vulnerable to cyber‑attacks. In practice, the Risk
Management Committee may review business continuity test results and incorporate findings into the risk
appetite for operational risk. The benefit is a more resilient organization capable of responding to crises.
Challenges include coordinating across multiple departments and reconciling differing risk perspectives on
continuity priorities.

Risk Governance Alignment with Regulatory Expectations ensures that the central bank’s risk oversight
meets the standards set by supervisory authorities, such as the Bangladesh Bank’s own supervisory
framework or international bodies like the IMF. Alignment involves regular dialogue with regulators,
incorporation of supervisory feedback into policies, and transparent reporting. Practical actions include
updating the risk charter to reflect new regulatory requirements and conducting mock examinations to
gauge compliance. The main challenge is staying ahead of evolving expectations while balancing internal
strategic goals.

Risk Governance Performance Review is a systematic evaluation of how well the governance system delivers
its intended outcomes. The review may assess criteria such as effectiveness of risk reporting, timeliness of
escalation, and adequacy of oversight mechanisms. For the central bank, a performance review could be
conducted annually by an external consultant, resulting in
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