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Appendix A: Summary Statistics by Country

Table A.1: Summary Statistics by Country
This table reports summary statistics by country. All variables are defined in Table 1.

	Variable Type
	Failure
	Culture (Hofstede)

	Ctrycode
	Country
	No banks
	FAILURE
	IDV
	MAS
	PDI
	UAI

	AO
	Angola
	3
	0.000
	18
	20
	83
	60

	AR
	Argentina
	25
	0.011
	46
	56
	49
	86

	AU
	Australia
	25
	0.084
	90
	61
	36
	51

	AT
	Austria
	25
	0.067
	55
	79
	11
	70

	BD
	Bangladesh
	24
	0.057
	20
	55
	80
	60

	BE
	Belgium
	25
	0.052
	75
	54
	65
	94

	BR
	Brazil
	22
	0.000
	38
	49
	69
	76

	BG
	Bulgaria
	19
	0.009
	30
	40
	70
	85

	BF
	Burkina Faso
	7
	0.000
	15
	50
	70
	55

	CA
	Canada
	15
	0.025
	80
	52
	39
	48

	CL
	Chile
	25
	0.000
	23
	28
	63
	86

	CN
	China
	25
	0.057
	20
	66
	80
	30

	CO
	Colombia
	25
	0.024
	13
	64
	67
	80

	CR
	Costa Rica
	22
	0.004
	15
	21
	35
	86

	HR
	Croatia
	25
	0.004
	33
	40
	73
	80

	CZ
	Czech Republic
	18
	0.012
	58
	57
	57
	74

	DK
	Denmark
	24
	0.008
	74
	16
	18
	23

	DO
	Dominican Republic
	25
	0.000
	30
	65
	65
	45

	EC
	Ecuador
	25
	0.175
	8
	63
	78
	67

	EG
	Egypt
	25
	0.003
	25
	45
	70
	80

	SV
	El Salvador
	13
	0.000
	19
	40
	66
	94

	EE
	Estonia
	5
	0.000
	60
	30
	40
	60

	ET
	Ethiopia
	6
	0.000
	20
	65
	70
	55

	FI
	Finland
	8
	0.000
	63
	26
	33
	59

	FR
	France
	25
	0.136
	71
	43
	68
	86

	DE
	Germany
	25
	0.063
	67
	66
	35
	65

	GH
	Ghana
	13
	0.013
	15
	40
	80
	65

	GR
	Greece
	11
	0.084
	35
	57
	60
	100

	GT
	Guatemala
	25
	0.069
	6
	37
	95
	99

	HN
	Honduras
	22
	0.005
	20
	40
	80
	50

	HK
	Hong Kong
	25
	0.000
	25
	57
	68
	29

	HU
	Hungary
	17
	0.000
	80
	88
	46
	82

	IS
	Iceland
	4
	0.000
	60
	10
	30
	50

	IN
	India
	25
	0.008
	48
	56
	77
	40

	ID
	Indonesia
	25
	0.013
	14
	46
	78
	48

	IE
	Ireland
	14
	0.061
	70
	68
	28
	35

	IL
	Israel
	15
	0.007
	54
	47
	13
	81

	IT
	Italy
	25
	0.017
	76
	70
	50
	75

	JM
	Jamaica
	6
	0.000
	39
	68
	45
	13

	JP
	Japan
	25
	0.004
	46
	95
	54
	92

	JO
	Jordan
	4
	0.000
	30
	45
	70
	65

	KE
	Kenya
	25
	0.013
	25
	60
	70
	50

	KW
	Kuwait
	3
	0.028
	25
	40
	90
	80

	LV
	Latvia
	17
	0.019
	70
	9
	44
	63

	LB
	Lebanon
	25
	0.049
	40
	65
	75
	50

	LT
	Lithuania
	10
	0.053
	60
	19
	42
	65

	LU
	Luxembourg
	25
	0.077
	60
	50
	40
	70

	MW
	Malawi
	5
	0.000
	30
	40
	70
	50

	MY
	Malaysia
	25
	0.021
	26
	50
	100
	36

	MT
	Malta
	4
	0.000
	59
	47
	56
	96

	MX
	Mexico
	25
	0.008
	30
	69
	81
	82

	MA
	Morocco
	7
	0.033
	46
	53
	70
	68

	MZ
	Mozambique
	7
	0.000
	15
	38
	85
	44

	Variable Type
	Failure
	Culture (Hofstede)

	Ctrycode
	Country
	No banks
	FAILURE
	IDV
	MAS
	PDI
	UAI

	NA
	Namibia
	5
	0.000
	30
	40
	65
	45

	NL
	Netherlands
	25
	0.005
	80
	14
	38
	53

	NZ
	New Zealand
	9
	0.213
	79
	58
	22
	49

	NG
	Nigeria
	25
	0.061
	30
	60
	80
	55

	NO
	Norway
	15
	0.008
	69
	8
	31
	50

	PK
	Pakistan
	19
	0.024
	14
	50
	55
	70

	PA
	Panama
	25
	0.057
	11
	44
	95
	86

	PE
	Peru
	16
	0.020
	16
	42
	64
	87

	PH
	Philippines
	21
	0.017
	32
	64
	94
	44

	PL
	Poland
	25
	0.004
	60
	64
	68
	93

	PT
	Portugal
	23
	0.005
	27
	31
	63
	99

	RO
	Romania
	22
	0.000
	30
	42
	90
	90

	RU
	Russia
	25
	0.024
	39
	36
	93
	95

	SN
	Senegal
	7
	0.000
	25
	45
	70
	55

	RS
	Serbia
	14
	0.000
	25
	43
	86
	92

	SL
	Sierra Leone
	4
	0.000
	20
	40
	70
	50

	SG
	Singapore
	22
	0.008
	20
	48
	74
	8

	SK
	Slovakia
	12
	0.025
	52
	100
	100
	51

	SI
	Slovenia
	13
	0.007
	27
	19
	71
	88

	ZA
	South Africa
	25
	0.037
	65
	63
	49
	49

	KR
	South Korea
	16
	0.000
	18
	39
	60
	85

	ES
	Spain
	25
	0.058
	51
	42
	57
	86

	LK
	Sri Lanka
	10
	0.037
	35
	10
	80
	45

	SR
	Suriname
	2
	0.000
	47
	37
	85
	92

	SE
	Sweden
	13
	0.011
	71
	5
	31
	29

	CH
	Switzerland
	25
	0.004
	68
	70
	34
	58

	SY
	Syria
	1
	0.000
	35
	52
	80
	60

	TZ
	Tanzania
	16
	0.000
	25
	40
	70
	50

	TH
	Thailand
	19
	0.012
	20
	34
	64
	64

	TT
	Trinidad and Tobago
	6
	0.000
	16
	58
	47
	55

	TR
	Turkey
	14
	0.000
	37
	45
	66
	85

	UA
	Ukraine
	20
	0.014
	25
	27
	92
	95

	AE
	United Arab Emirates
	3
	0.000
	25
	50
	90
	80

	GB
	United Kingdom
	25
	0.081
	89
	66
	35
	35

	US
	United States
	25
	0.000
	91
	62
	40
	46

	UY
	Uruguay
	25
	0.074
	36
	38
	61
	99

	VE
	Venezuela
	25
	0.006
	12
	73
	81
	76

	VN
	Vietnam
	17
	0.066
	20
	40
	70
	30

	ZM
	Zambia
	10
	0.000
	35
	40
	60
	50
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Online Appendix B: Hofstede Country-Level Cultural Dimensions
The culture dimensions in this study come from a cross-country psychological survey of employee values conducted by Geert Hofstede between 1967-1973. The subjects of this survey were International Business Machines Corporation (IBM) employees in 72 countries and included about 88,000 respondents. Later on, Hofstede and others updated the values to more than 100 countries, which are now available from Hofstede’s website. They argued that “since culture only changes very slowly, the scores can be considered up to date.” Below is a brief description of the construction of the cultural dimensions used in our main analysis.[footnoteRef:1] These dimensions have been used in a large number of finance and business studies. [1:  More details on the methodology can be found in Hofstde’s (2001) book on “Culture Consequences: Comparing Values, Behaviors, Institutions, and Organizations across Nations”.] 

Individualism
The index is a weighted sum of country mean scores (derived via factor analysis) of answers to the following four survey statements: 
“In choosing an ideal job, how important would it be to you to…”
1) Have sufficient time left for your personal or family life.
2) Have good physical working conditions (good ventilation and lighting, adequate work space, etc.). 
3) Have security of employment. 
4) Have an element of variety and adventure in the job.
Possible answers: 1= of utmost importance; 2 = very important; 3 = of moderate importance; 4 = of little importance; 5 = of very little or no importance.
High individualism is indicated by ratings of “of very little or no importance” to items (2) and (3), and ratings of “of utmost importance” to items (1) and (4). 
Individualism deals with the self-construal of independence versus interdependence and measures the degree to which a society stresses the role of the individual versus that of the group. According to Hofstede (2001), individualism stands for “a society in which the ties between individuals are loose and everyone is expected to look after himself and his immediate family only”. Collectivism (the opposite of individualism) stands for a society in which “people from birth onwards are integrated into strong, cohesive in-groups, which throughout people’s lifetime continue to protect them in exchange for unquestioning loyalty.”
Masculinity
The index is a weighted sum of country mean scores (derived via factor analysis) of answers to the following four survey statements: 
“In choosing an ideal job, how important would it be to you to…”
1) Work with people who cooperate well with one another.
2) Have an opportunity for advancement to higher level jobs.
Possible answers: 1= of utmost importance; 2 = very important; 3 = of moderate importance; 4 = of little importance; 5 = of very little or no importance.
“How much do you agree or disagree with the following statements?”
3) Most people can be trusted.
4) When people have failed in life it is often their own fault.
Possible answers: 1= strongly agree; 2 = agree; 3 = undecided; 4 = disagree; 5 = strongly disagree.
Masculinity is indicated by ratings of “of very little or no importance” to item (1), ratings of “of utmost importance” to item (2), ratings of “strongly disagree” to item (3), and ratings of “strongly agree” to item (4). 
Masculinity focuses on the duality of genders and captures the extent to which “male assertiveness” is promoted as dominant values in a society as opposed to “female nurturance”. According to Hofstede (2001), masculinity stands for societies where social gender roles are clearly defined: men are supposed to be assertive, tough and focused on advancement and earnings; women are supposed to be more modest, nurturing, and concerned with the quality of life. Femininity (the opposite of masculinity) stands for societies where the gender roles overlap: both genders are supposed to be modest, tender and concerned with the standard of living.
Power distance: The index is a weighted sum of country mean scores (derived via factor analysis) of answers to the following three statements and one question of the survey:  
“In choosing an ideal job, how important would it be to you to…”
1) Have a good working relationship with your direct superior.
2) Be consulted by your direct superior in his/her decisions.
Possible answers: 1= of utmost importance; 2 = very important; 3 = of moderate importance; 4 = of little importance; 5 = of very little or no importance.
3) How frequently, in your experience, are subordinates afraid to express disagreement with their superiors?
Possible answers: 1= never; 2 = seldom; 3 = sometimes; 4 = frequently; 5 = very frequently.
4) An organization structure in which certain subordinates have two bosses should be avoided at all costs.
Possible answers: 1= strongly agree; 2 = agree; 3 = undecided; 4 = disagree; 5 = strongly disagree.
High power distance is indicated by ratings of “of utmost importance” to item (1), ratings of “of very little or no importance” to item (2), answering “very frequently” to item (3), and ratings of “strongly agree” to item (4). 
Power distance copes with human inequality and measures the extent to which the less powerful expect and accept that power is distributed unequally. According to Hofstede (2001), a high-power distance country refers to a society in which national elites hold relatively authoritarian views, and that authority is based on tradition rather than on secular arguments. It also characterizes a highly-stratified society that values conformity more than independence. A low power distance country refers to a society in which there is a latent harmony between the powerful and the powerless, and people at various levels feel less threatened and are more likely to trust each other.
Uncertainty avoidance: The index is a weighted sum of country mean scores (derived via factor analysis) of answers to the following question and three statements of the survey:  
1) How often do you feel nervous or tense at work?
Possible answers: 1= never; 2 = seldom; 3 = sometimes; 4 = usually; 5 = always.
“How much do you agree or disagree with the following statements?”
2) One can be a good manager without having precise answers to most questions that subordinates may raise about their work.
3) Competition between employees usually does more harm than good.
4) A company’s or organization’s rules should not be broken – not even when the employee thinks it is in the company’s best interest. 
Possible answers: 1= strongly agree; 2 = agree; 3 = undecided; 4 = disagree; 5 = strongly disagree.
High uncertainty avoidance is indicated by answering “always” to the first question, and ratings of “strongly disagree” to item (2), and ratings of “strongly agree” to items (3) and (4). 
Uncertainty Avoidance deals with a society’s tolerance for uncertain, unknown, or unstructured situations. According to Hofstede (2001), uncertainty avoidance is defined as “feeling uncomfortable with uncertainty and ambiguity, and therefore valuing beliefs and institutions that provide certainty and conformity.” People in uncertainty avoidant cultures have a “fear of failure” and thus favor an orderly structure in their organizations, institutions, and personal relations, prefer well anticipated events, and tend to take only known risks. People in low uncertainty avoidance countries are more tolerant to risks and may take both known and unknown risks, are less stressed about downside scenarios, and have a “hope of success”.

Online Appendix C: Additional Robustness Tests

In Table C.1, we conduct several additional robustness tests. Panels A and B refer to alternative econometric specifications. In Panel A, we employ several alternative econometric models to evaluate robustness. We use a probit model in column (1), a linear probability model in column (2),[footnoteRef:2] a proportional hazard model (e.g., Whalen (1991), Shumway (2001), Brown and Dinc (2011)) in column (3), and a maximum likelihood complementary log-log model in column (4). Finally, we run a weighted logit model where the weights are proportional to the number of banks in the country in column (5).[footnoteRef:3] In Panel B, we use three-year lags of our independent variables instead of one-year lags in our main specifications.[footnoteRef:4] Columns (1)-(4) test the effect of individualism, masculinity, power distance, and uncertainty avoidance on bank failure individually using three-year lags for the full specification. In column (5), we include all four Hofstede’s culture dimensions, with three-year lags for the full specification. Across all models in Panels A-B, we find that both individualism and masculinity are statistically significant at the 1% level, confirming our main results.  [2:  In unreported results, we also tried a linear probability model IV 2SLS, and results are consistent.]  [3:  Results are also consistent when employing models that cluster the errors at the bank and country levels.]  [4:  In unreported results, we also conducted tests using two-year lags instead of one- or three-year lags, and results are robust to this alternative specification.] 

Panels C and D shows several sample composition and subsample analyses. In Panel C, we exclude several potential outliers to ensure that these are not responsible for our results as well as conduct a few other tests. We exclude the U.S. in column (1), exclude G-10 countries in column (2), and exclude countries that have less than three or less than five banks in the sample in columns (3) and (4).[footnoteRef:5] In column (5), we include only the 40 countries in the Hofstede’s original list. In column (6), we exclude the global financial crisis (2007-2009), and in column (7), we exclude country systemic crises as defined in Laeven and Valencia (2013), to rule out the possibility that our results are driven by these. Column (8) includes a country-level analysis of averages using one observation per country-year. In column (9) and (10), we include private owned banks and government owned banks.[footnoteRef:6] In Panel D, we report regression results from models excluding the countries with highest IDV, MAS, PDI, UAI index, or the highest index on all four cultural dimensions in columns (1)-(5), and excluding the countries with the lowest index of IDV, MAS, PDI, UAI, or the lowest index on all four cultural dimensions in columns (6)-(10). Across all regressions in Panels C-D, we find individualism and masculinity remain statistically significant at the 1% level, consistent with main results. [5:  In unreported results, we also try excluding countries with less than four sample banks, and results are consistent.]  [6:  We use the status of the banks each year. A bank can be private in some years and government-owned in others, so the numbers of banks and countries do not add up to the totals for the full sample.] 

In Panel E, we report regression results from models including additional controls. Although in our main results we control for several regulatory and supervisory variables, in columns (1)-(3), we saturate the model with three additional regulatory variables from Barth, Caprio, and Levine (2013) dataset: ACT_RESTRICT (an index of regulatory restrictions on the activities of banks measuring extent to which a bank can both engage in securities, insurance, and real estate activities, and can own and control nonfinancial firms), OVERALL_RESTRICT (an index of the overall restrictions on financial conglomerates), and PRIVATEMONITORING (an index of monitoring on the part of the private sector). Our main results remain unaltered when adding these additional controls. Finally, in columns (4)-(5), we additionally control for two additional factors. In column (4), we control for shareholder rights using the anti-self-dealing index from the Djankov, La Porta, Lopez-de-Silanes, and Shleifer (2008) which measures the degree to which minority shareholders are protected from large shareholders engaging in self-dealing transactions that benefit the large shareholders at the expense of the small ones. In column (5), we follow Levine, Lin, and Xie, (2018) and include as an additional control for trust, measured using a question from the World Value Survey: “Generally speaking, would you say that most people can be trusted, or that you can’t be too careful in dealing with people?.” We include all these additional controls in column (6). These results are reported in Table C.1 and show that after adding these additional controls, our results continue to hold and show that individualism and masculinity are important drivers of bank failure.
Finally, in addition to these regressions, we also conduct a factor analysis using all Hofstede culture dimensions. Panel F1of Table C.1 shows the three factors and how they load on individual cultural variables. Factor 1 captures most (31.9%) of the variation in cultural values. Factor 1 shows high positive loadings on individualism and indulgence and high negative on power distance. Factor 1 therefore describes societies which value personal achievements, enjoying life, and believe that success is linked to individual ability (in contrast to societies which emphasize group-mindedness and power distance). Factor 2 captures 23.1% of the variation in cultural values. Factor 2 shows high positive loadings on long-term orientation and high negative loading on indulgence. Factor 3 captures 16.8% of the variation in cultural values. Factor 3 shows significant high positive loadings on masculinity compared with other culture dimensions in the Factor 3. 
Panel F2 of Table C.1 shows that Factor 1 and Factor 3 are positively related to bank failure. This suggests that countries’ culture value individualistic achievement, enjoying life, and male assertiveness are associated with bank failure. This is broadly consistent with our earlier results in Table 8 and the previous finding in our paper that both individualism and masculinity are significantly positively associated with bank failure. In contrast, Factor 2 is not related to bank failure. This is also consistent with the results in Table 8, which show that the culture values embedded in Factor 2 (e.g., long-term orientation) do not have significant effects on bank failure. 
Table C.1: Effects of National Culture on Bank Failure – Additional Robustness Tests
This table reports estimates from regression estimates for analyzing the effects of cultural values on bank failure using additional robustness tests. Panel A reports regression estimates when using several alternative econometric specifications: a probit model in column (1), a linear probability model in column (2), a proportional hazard model in column (3), a complementary log-log model in column (4), and a weighted logit model with the weight proportional to the number of banks in the country in column (5); Panel B reports regression results when all independent variables are lagged three years. Panel C reports regression estimates using several sample and subsample tests: models that exclude U.S., G-10 countries, countries with ≤ 3 banks, countries with ≤ 5 banks, model that includes only countries in Hofstede’s original list, model that excludes the global financial crisis (2007-2009), model that excludes country systemic crises, a country-level analysis of averages, model that only includes private owned banks, and model that only includes government owned banks. Panel D reports regression results from models excluding the highest index of IDV, MAS, PDI, UAI, or the highest score on all four cultural dimensions in columns (1)-(5), and excluding the lowest index of IDV, MAS, PDI, UAI, or the lowest score on all four cultural dimensions in columns (6)-(10). Panel E reports regression results from models additionally controlling for ACT_RESTRICT, OVERALL_RESTRICT, and PRIVATEMONITORING, ANTI_SELF_DEALING, and TRUST in columns. In Panel F (F1-F2), we report perform a common factor analysis using all Hofstede cultural measures reporting both factor loading for each individual cultural value and a regression analysis using the synthesized factors. The dependent variable is FAILURE, which is a dummy equal to 1 if the bank failed during a particular year or if the bank became insolvent (capitalization ratio is less or equal to 2%). All independent variables are lagged one year. If a bank does not have financial information in the previous year, we consider the financial information from the most recent financial statement available in Bankscope. The key explanatory variables are IDV, which is the Hofstede’s cultural dimension of individualism, MAS, which is the Hofstede’s cultural dimension of masculinity, PDI, which is the Hofstede’s cultural dimension of power distance, and UAI which is the Hofstede’s cultural dimension of uncertainty avoidance. We include a broad set of country controls such as GDP_GROWTH (country GDP growth rate), INFLA (country rate of inflation), RESERVE (country reserves), GDP_CAPITA (country GDP per capita), NODEPINSUR (indicator equal to one if a country does not have explicit deposit insurance), RULE_OF_LAW (country rule of law indicator), REGULATORY (country regulatory quality indicator), VOICE_ACCOUNT (country indicator for the strength of voice and accountability), M_SUPER (indicator equal to one if a country has multiple supervisors), and a broad set of bank-level controls such as LN_ASSET (the natural logarithm of bank total assets), CAPITAL_ASSET (the bank capital ratio), ROE (return on equity), LOAN_ASSET (the ratio of bank loans to total assets), DEP_ASSET (the ratio of bank deposits to total assets), GOWN (an indicator equal to 1 if a bank is government owned in a particular year), FOWN (an indicator equal to 1 if a bank is foreign owned in a particular year), and PUB_LISTED (an indicator equal to one if a bank is publicly listed). All regressions include year fixed effects. All variables are defined in Table 1. Standard errors are clustered at country-year level. *, **, and *** denote significance at 10%, 5%, and 1% level. 
Panel A: Alternative Econometric Specifications
	Column
	1
	2
	3
	4
	5

	
	Probit
	Linear Probability
	Hazard
	Cloglog
	Weighted Logit

	Model
	Model
	Model
	Model
	Model
	(Weight: Number Banks)

	Dependent Variable:
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variables:
	
	
	
	
	

	IDV
	0.008***
	0.000**
	0.014**
	0.016***
	0.010***

	
	(3.894)
	(1.986)
	(2.244)
	(3.727)
	(4.792)

	MAS
	0.006***
	0.000***
	0.016***
	0.010***
	0.008***

	
	(4.434)
	(4.282)
	(4.506)
	(3.596)
	(3.977)

	PDI
	0.006***
	0.000***
	0.002
	0.012***
	0.002

	
	(3.316)
	(3.888)
	(0.257)
	(3.212)
	(0.836)

	UAI
	0.000
	-0.000
	0.005
	-0.001
	-0.002

	
	(0.237)
	(-0.440)
	(1.340)
	(-0.322)
	(-0.904)

	Country-Level Controls
	0.008***
	0.000**
	0.014**
	0.016***
	0.010***

	Bank-Level Controls
	YES
	YES
	YES
	YES
	YES

	Year Fixed Effects
	YES
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES
	YES

	Observations
	15,693
	15,693
	15,693
	15,693
	15,693

	Banks
	1541
	1541
	1541
	1541
	1541

	Countries
	92
	92
	92
	92
	92

	Pseudo R2 or R-squared
	0.194
	0.053
	
	
	





Panel B: Different Lag Specification (Three-Year Lags) 
	Specification
	Three-Year Lags

	 
	1
	2
	3
	4
	5

	Dependent Variable
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variables
	 
	 
	 
	 
	 

	IDV
	0.017***
	
	
	
	0.021***

	 
	(3.212)
	
	
	
	(4.206)

	MAS
	
	0.014***
	
	
	0.015***

	 
	
	(4.116)
	
	
	(4.602)

	PDI
	
	
	0.006
	
	0.013***

	 
	
	
	(1.233)
	
	(3.053)

	UAI
	
	
	
	-0.002
	0.001

	 
	
	
	
	(-0.572)
	(0.293)

	Country Controls
	YES
	YES
	YES
	YES
	YES

	Bank Controls
	YES
	YES
	YES
	YES
	YES

	Year Fixed Effect
	YES
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES
	YES

	Observations
	12,479
	12,479
	12,479
	12,479
	12,479

	Banks
	1384
	1384
	1384
	1384
	1384

	Countries
	90
	90
	90
	90
	90

	Pseudo R2
	0.161
	0.162
	0.157
	0.156
	0.170



Panel C: Sample Composition and Other Subsample Analyses 
	Column
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	
	Exclude
 U.S.
	Exclude 
G10
	Exclude Countries 
with ≤ 3 banks
	Exclude Countries 
with ≤ 5 banks
	Include Only Countries in 
Hofstede's Original List
	Exclude Global Financial 
Crisis 
(2007-2009)
	Exclude Country Systemic Crises
	Country-Level Analysis of Averages
	Private Banks
	Government-Owned Banks

	Dependent Variable
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variable
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	IDV
	0.018***
	0.012**
	0.018***
	0.018***
	0.037***
	0.011**
	0.017**
	0.026***
	0.017***
	0.033*

	 
	(3.809)
	(2.013)
	(3.942)
	(3.949)
	(4.769)
	(2.247)
	(2.251)
	(3.937)
	(3.616)
	(1.715)

	MAS
	0.011***
	0.016***
	0.011***
	0.011***
	0.019***
	0.011***
	0.012**
	0.011**
	0.011***
	-0.014

	 
	(3.983)
	(5.120)
	(3.906)
	(3.804)
	(4.144)
	(3.621)
	(2.294)
	(2.422)
	(3.800)
	(-0.874)

	PDI
	0.013***
	0.008*
	0.013***
	0.013***
	0.001
	0.010**
	0.007
	0.015**
	0.015***
	-0.024

	
	(3.397)
	(1.791)
	(3.357)
	(3.306)
	(0.220)
	(2.508)
	(1.307)
	(2.487)
	(4.006)
	(-0.962)

	UAI
	-0.002
	-0.001
	-0.001
	-0.001
	0.014*
	0.000
	-0.012***
	-0.000
	0.000
	-0.012

	
	(-0.595)
	(-0.392)
	(-0.275)
	(-0.296)
	(1.784)
	(0.121)
	(-2.817)
	(-0.089)
	(0.082)
	(-0.510)

	Country Controls
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Bank Controls
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Year Fixed Effect
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	NO
	YES
	YES

	Observations
	15,436
	13,290
	15,605
	15,309
	7,931
	12,614
	10,206
	1,240
	14,462
	1,231

	Banks
	1516
	1297
	1529
	1499
	798
	1538
	996
	
	1507
	215

	Countries
	91
	81
	87
	80
	40
	91
	65
	92
	91
	72

	Pseudo R2
	0.220
	0.239
	0.223
	0.222
	0.202
	0.223
	0.286
	0.198
	0.224
	0.437





Panel D: Exclude Most and Least IDV, MAS, PDI, UAI Countries
	Column
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	 
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude
	Exclude

	Test
	Most IDV
	Most MAS
	Most PDI
	Most UAI
	Most All
	Least IDV
	Least MAS
	Least PDI
	Least UAI
	Least All

	Dependent Variable
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variables
	 
	
	
	
	
	 
	
	
	
	

	IDV
	0.018***
	0.017***
	0.017***
	0.017***
	0.019***
	0.018***
	0.017***
	0.022***
	0.017***
	0.023***

	 
	(3.809)
	(3.770)
	(3.770)
	(3.670)
	(3.822)
	(3.849)
	(3.712)
	(4.524)
	(3.613)
	(4.616)

	MAS
	0.011***
	0.013***
	0.013***
	0.011***
	0.014***
	0.012***
	0.011***
	0.008**
	0.011***
	0.009***

	 
	(3.983)
	(4.126)
	(4.126)
	(3.843)
	(4.120)
	(4.326)
	(3.845)
	(2.504)
	(3.927)
	(2.812)

	PDI
	0.013***
	0.015***
	0.015***
	0.013***
	0.016***
	0.012***
	0.012***
	0.021***
	0.013***
	0.021***

	 
	(3.397)
	(3.600)
	(3.600)
	(3.197)
	(3.705)
	(3.171)
	(3.274)
	(4.801)
	(3.273)
	(4.762)

	UAI
	-0.002
	-0.002
	-0.002
	-0.002
	-0.004
	-0.002
	-0.001
	-0.002
	-0.002
	-0.003

	 
	(-0.595)
	(-0.744)
	(-0.744)
	(-0.682)
	(-1.301)
	(-0.570)
	(-0.443)
	(-0.691)
	(-0.475)
	(-0.878)

	Country Controls
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Bank Controls
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Year Fixed Effect
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Observations
	15,436
	15,574
	15,574
	15,477
	15,101
	15,445
	15,601
	15,363
	15,570
	14,900

	Banks
	1516
	1529
	1529
	1516
	1479
	1516
	1531
	1516
	1524
	1464

	Countries
	91
	91
	91
	91
	89
	91
	91
	91
	91
	88

	Pseudo R2
	0.220
	0.223
	0.223
	0.232
	0.233
	0.217
	0.221
	0.224
	0.221
	0.219



Panel E: Controlling for Additional Regulatory and Other Variables
	Column
	1
	2
	3
	4
	5
	6

	Test
	Control for Additional Regulatory & Other Variables

	Dependent Variable
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variables
	 
	
	
	
	
	

	IDV
	0.019***
	0.019***
	0.019***
	0.016***
	0.016***
	0.016***

	 
	(3.999)
	(4.360)
	(4.150)
	(3.394)
	(3.500)
	(2.863)

	MAS
	0.014***
	0.013***
	0.010***
	0.012***
	0.011***
	0.014***

	 
	(4.382)
	(4.134)
	(3.158)
	(3.983)
	(3.835)
	(3.741)

	PDI
	0.013***
	0.010**
	0.010**
	0.012***
	0.011***
	0.009*

	 
	(3.213)
	(2.518)
	(2.113)
	(2.939)
	(2.875)
	(1.795)

	UAI
	0.001
	0.003
	0.004
	0.001
	-0.002
	0.009

	 
	(0.306)
	(0.653)
	(1.031)
	(0.249)
	(-0.518)
	(1.589)

	L_ACT_RESTRICT
	-0.116***
	
	
	
	
	-0.146***

	
	(-3.032)
	
	
	
	
	(-2.825)

	L_OVERALL_RESTRICT
	
	-0.045
	
	
	
	-0.011

	
	
	(-1.031)
	
	
	
	(-0.201)

	L_PRIVATEMONITORING
	
	
	0.110**
	
	
	0.105

	
	
	
	(1.960)
	
	
	(1.543)

	L_ANTI_SELF_DEALING
	
	
	
	0.684**
	
	0.612*

	
	
	
	
	(2.115)
	
	(1.691)

	L_TRUST
	
	
	
	
	-0.333
	-0.831**

	
	
	
	
	
	(-1.534)
	(-2.381)

	Previous Country Controls
	YES
	YES
	YES
	YES
	YES
	YES

	Previous Bank Controls
	YES
	YES
	YES
	YES
	YES
	YES

	Year Fixed Effect
	YES
	YES
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES
	YES
	YES

	Observations
	12,831
	12,151
	12,367
	13,205
	15,693
	10,007

	Banks
	1482
	1470
	1458
	1277
	1541
	1204

	Countries
	89
	90
	88
	66
	92
	66

	Pseudo R2
	0.221
	0.211
	0.215
	0.223
	0.222
	0.235





Panel F: Additional Factor Analysis (Hofstede Cultural Measures)
Panel F1: Factor Loadings for Individual Cultural Values
	
	
	Factor Analysis: Factor Loadings for Individual Cultural Values

	
	
	 
	FACTOR1
	FACTOR2
	FACTOR3

	
	
	Eigenvalue
	1.912
	1.384
	1.006

	
	
	Difference
	0.528
	0.378
	0.083

	
	
	% Explained
	0.319
	0.231
	0.168

	
	
	Cumulative % Explained
	0.319
	0.549
	0.717

	
	
	
	
	
	

	
	
	Cultural Dimension
	
	
	

	1
	MAIN
	IDV (INDIVIDUALISM)
	0.847
	0.293
	-0.023

	2
	
	MAS (MASCULINITY)
	0.173
	-0.126
	0.965

	3
	
	PDI (POWER_DISTANCE)
	-0.864
	-0.130
	0.202

	4
	
	UAI (UNCERTAINTY_AVOIDANCE)
	-0.383
	0.107
	-0.046

	
	
	
	
	
	

	5
	
	LONG-TERM_ORIENTATION 
	0.065
	0.884
	0.177

	6
	
	INDULGENCE
	0.517
	-0.688
	-0.005



Panel F2: Regression Analysis using Synthesized Factors
	
	Regression Analysis using Synthesized Factors

	 Column
	1
	2
	3
	4

	Dependent Variable
	FAILURE
	FAILURE
	FAILURE
	FAILURE

	Independent Variable
	
	
	
	

	FACTOR1
	0.352***
	
	
	0.331***

	
	(2.759)
	
	
	(2.589)

	FACTOR2
	
	0.010
	
	0.082

	
	
	(0.109)
	
	(0.949)

	FACTOR3
	
	
	0.242***
	0.201***

	
	
	
	(4.300)
	(3.517)

	Country-Level Controls
	YES
	YES
	YES
	YES

	Bank-Level Controls
	YES
	YES
	YES
	YES

	Year Fixed Effect
	YES
	YES
	YES
	YES

	Country-Year Clusters
	YES
	YES
	YES
	YES

	Observations
	13,535
	13,535
	13,535
	13,535

	Banks
	1333
	1333
	1333
	1333

	Countries
	74
	74
	74
	74

	Pseudo R2
	0.160
	0.155
	0.160
	0.163




