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Abstract. Multiple factors have contributed to the burgeoning emphasis on Corporate Social Responsibility (CSR)
within the Vietnamese banking sector. There is a burgeoning consciousness among consumers and stakeholders
regarding the significance of sustainable and ethical business practices. With increasing social awareness, customers
are progressively opting to support businesses that are dedicated to CSR. Moreover, regulatory entities in Vietnam
have initiated measures to encourage CSR practices among banks. This study under scores the profound impact of CSR
on the financial performance of the banking sector. The authors developed hypotheses to find out the deter minants of
the financial performance of Big 4 banks in Vietham by collecting secondary data in the 2017-2022 period. To answer
this question, the Person test, Pool OLS, FEM, REM and FGLS models were used, and then the Hausman test, Wald
test and Wooldridge test were used to test the suitable model. The research showed that financial performance in the
Big 4 banks in Vietnam (Vietcombank, BIDV, VietinBank, and Agribank) was negatively impacted by capital ratio and
financial leverage and positively and significantly influenced by corporate social responsibility and overhead expenses.
Thus, by integrating CSR initiatives into their business strategies, banks can enhance their reputation, attract socially
conscious customers, and improve return on assets (ROA). Overhead expenses are another key factor significantly
impacting a bank's ROA. The Big 4 banks should focus on optimizing their cost structure by identifying and eliminating
inefficiencies in their operations. Implementing digitalization initiatives, streamlining processes, and investing in
technology can reduce overhead expenses and improve operational efficiency. From these results, the paper gave
recommendations for banks to improve their financial performance.
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®am Tren Man
banxkiecvra axademin B'emunamy, m. Xanoii, B'emnam

Kyanr Jli X1o

banxiscoka akademia B'emnamy, m. Xanoii, B'emnam

daxkTopH, 0 BIVINBAITH HA (PiHAHCOBY e(PeKTUBHICTH YOTHPbOX BEJIHMKHX
O0ankiB B’ eTHamy: poJib po3KpHUTTA iH(opMallii MPO KOPNOPATUBHY COLIAJIBHY
BiIMOBIiTAJIBHICTEL

Anomayia. Qucnenni yuHHUKY CAPUSIU 3DOCMANHIO Yéa2u 00 KOpropamueHoi coyianvnoi éionosioarsrocmi (KCB) y
6' emHamcokomy Oankiecokomy cexkmopi. Cnoocusaui ma 3ayikaeneni CMOpOHU 8ce Oinbuie YC8IOOMIIIOMb
saxcaugicms cmanoi ma emuunoi 0in08oi NPaKmuxu. 3i 3pOCMAHHAM CcOYianbHOI 00I3HAHOCMI KIIEHMU NOCIMYNOBO
supiuyioms niompumyseamu komnauii, saxi eiooani KCB. Kpim moeo, pecynioioui opeanu B’ emuamy eacunu 3ax00i8 011
saoxouennss npakmux KCB cepeo 6anxie. ILle oocnioxcenns niokpecnioe enuboxuii eéniuse KCB na @inancosy
egpexmusnicms Oankiecokoeo cexmopy. Aemopu pospoounu cinomesu, wob 3’ acysamu OemepmiHaHmu @iHAHCO80T
epexmusnocmi 4 natbinowiux Oankie y B emuami wiisixom 360py emopunnux oanux sa nepioo 2017-2022 poxis.
[l ananizy oanux Oyno euxopucmano mecm Ilepcona, modeni Pool OLS, FEM, REM ma FGLS, a nomim mecm
Xaycmana, mecm Banvoa ma mecm Byndpiosxca 0ns nepesipku 8i0nosionoi mooeni. JJocniodxicents nokasano, wo Ha
@inancosi noxkasnuku 4 naubinewux 6anxie B emnamy (Vietcombank, BIDV, VietinBank ma Agribank) wecamusno
BNAUHYIU KOe@IiyieHm Kanimany ma QIHAHCOBUL 8ANCLIb, HAMOMICMb NO3UMUBHUL MA CYMMEBULL 6HAUE MAIOMb
KOPNOPAMUBHA COYianbHa 8iONosioansHicmy i HaknaoHi eumpamu. Taxum yunom, inmeepyiouu iniyiamusu KCB y ceoi
OisHec-cmpamezii, OAHKU MOXNCYMb NOKPAWUMU CEOK0 Penymayiio, 3aIy4umu COYIanbHO CBI0OMUX KIIEHmMIE |
nioguwumu penmadensHicms akmugie. Hakiaoui sumpamu € wje 0OHUM KIOY08UM (PaKMOPOM, AKUL 3HAYHO 6NAUBAE
Ha peHmabenvHicmb akmugie 0aHKy. [ocnioxcysani OAHKU NOBUHHI 30CepeOUmucs HA OnmMumisayii cmpykmypu
BUMpPAM WLIAXOM BUAGIEHHS A YCYHeHHsA HeedekmusHocmi ceoix onepayiti. Peanizayia iniyiamue yugpposizayii,
onmumizayisi npoyecie ma ingecmuyii 6 MexHOA02i MONCYMb 3MEHWUMU HAKIAOHI eumpamu ma nioeuuumu
onepayitiny egpexmusnicmos. Ha ocnoei ompumanux pesynomamie y cmammi HAOAHO peKoMeHOayii 6ankam ujooo

NOKpAaujeHHs iXHiX QIHAHCOBUX NOKAZHUKIE.

Knrouoei cnoea.

Qinancosi NOKA3HUKU, KOPNOPAMUBHA COYIANbHA BIONOBIOANbHICMY,

Koeghiyienm xanimany,

@inancosuii 8asicine, HaKIAOHI umMpamu, eeiuxi banxku B’ emuamy.

1. INTRODUCTION

Corporate social responsibility (CSR) has attained a
heightened level of significance within the ream of
business operations on a globa scale, encompassing the
banking sector (Pérez, Martinez and Bosgue, 2012).
In the context of Vietham, amidst the ongoing economic
advancement and integration into the worldwide market,
the attention towards promoting sustainable and
responsible business conduct by banks has escalated
among the public and regulatory bodies. Banks provision
of financial services to individuas, enterprises, and
governmental bodies plays a pivota role in the economy,
thereby exerting a substantial influence on the nation's
social, economic, and environmental fabric. This
recognition has led to mounting anticipation for banks in
Vietnam not only to prioritize financial performance but
also to actively participate in CSR endeavours that yield
benefits for society and the environment (Nguyen, Hang
& Le, 2022). Multiple factors have contributed to the
burgeoning emphasis on CSR within the Vietnamese
banking sector. Primarily, there is a burgeoning
consciousness among consumers and  stakeholders
regarding the significance of sustainable and ethical
business practices. With increasing socia awareness,
customers are progressively opting to support businesses
that are dedicated to CSR. Moreover, regulatory entities
in Vietham have initiated measures to encourage CSR

practices among banks. The issuance of guidelines and
regulations by the State Joint Stock Commercia Bank of
Vietham, which functions as the country's central bank,
catalyzes banks to embed CSR principles into their
operations. Complying with these directives is not solely
perceived as a legal obligation but also as a means for
banks to fortify their reputation and cultivate trust among
stakeholders. Furthermore, banks in Vietnam are
encountering amplified scrutiny from international
stakeholders such as foreign investors and multinational
corporations, who frequently impose rigorous CSR
criteria on their business associates (My & My, 2022).
Embracing international CSR standards not only
facilitates banks in attracting foreign investments but also
aligns them with global benchmarks of excellence.

This study underscores the profound impact of CSR
on the financial performance of the banking sector.
CSR functions as a yardstick that shapes the financial
performance metrics of businesses, encompassing
indicators like Return on Assets (ROA), capita ratio,
debt ratio, loan ratio, and operational expenses of banking
entities. Moreover, it plays a crucial role in evaluating
broader macroeconomic indicators such as inflation,
Gross Domestic Product (GDP), economic advancement,
and Foreign Direct Investment (FDI) (Makni et a., 2009).
Presently, research in this domain primarily focuses on
exploring the ramifications of CSR on the sustainable
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progress of the banking industry globaly, particularly
within major banking institutions in Germany, France,
and the United States (Matei & Voica, 2013). The field of
state-owned banks in Vietnam has not been studied in
detail. Therefore, this study will partially overcome that
gap and demonstrate an academic, systematic, and logical
view of the impact of CSR on the financia performance
of the Big 4 Bank of Vietnam.

2.LITERATURE REVIEW AND RESEARCH
HYPOTHESISDEVELOPMENT

2.1. Corporate social responsibility disclosure and
financial performance

The positive correlation linking corporate social
performance to asset return can also be elucidated by the
'‘good management theory,’ which fundamentally
represents another expression of stakeholder theory.
'‘Good management theory' suggests enhanced
relationships with crucial stakeholders, consequently
enhancing performance (Surroca & Waddock, 2006).
The fundamental concept posited by this theory is that
social responsibility can serve as an intangible asset
leading to more effective resource utilization, thereby
positively influencing financial performance (Yoon
& Chung, 2018). Supporting this notion, Soana (2011)
contends that firms, through adopting socially responsible
practices, can mitigate potential reputational harm from
adverse information in the future, thus safeguarding
profits and financial outcomes. Consequently, an
effective CSR initiative can cultivate valuable goodwill,
shielding firms from unforeseen challenges and
unlocking opportunities inaccessible to less socialy
engaged companies. Recent research indicates that CSR
disclosure can significantly benefit firms, especialy when
tailored to stakeholder interests, presenting a mutually
beneficial scenario. Stakeholders' concerns are addressed
through firms execution and communication of CSR
initiatives, while firms enjoy reduced financing costs as a
result of such engagements (Reverte, 2011). Empirical
investigations exploring the relationship between social
responsibility and concurrent asset return have considered
lead/lag dynamics, examining the potential impact of
corporate social performance on subsequent asset return
and vice versa (Preston & O'Bannon, 1997).
Thetheoretical underpinnings supporting a concurrent
association between CSR and enterprise asset return may
extend to the relationship between CSR and subsequent
asset return (McGuire et ., 1988). Anticipating that the
benefits of CSR utilization may materiaize later,
positively influencing enterprise profitability, it is
plausible that the publication of CSR practices will
enhance the future asset return of the nation's primary
national joint-stock commercia bank. Based on the
analysis above, the authors developed the first
hypothesis:

H;: Corporate social responsibility disclosure
positively impacts on big 4 banks in Vietnam's financial
performance.

®iHaHCKM Ta oNOAATKYBaHHA

2.2. Capital ratio and financial firm performance

The capital ratio of a company plays a pivotal role in
shaping its investment choices, whereas the return on
assets signifies the efficacy of those investments (Khan,
2012). A situation where the capital ratio surpasses the
return on assets implies that the company is not
generating adequate profits to offset financing expenses,
potentially leading to financiad challenges and
necessitating a reassessment of the investment approach
or exploration of alternate funding avenues. Conversely,
when the return on assets outstrips the capita ratio, it
indicates that the company is yielding profits surpassing
the financing costs, signifying a favorable scenario where
value is being created for shareholders and investors
(Shalneva, 2021). If a company maintains a high capital
ratio, predominantly relying on equity for funding its
operations, the return on assets might be impacted,
possibly resulting in a decline due to the extensive use of
equity for profit generation. Conversely, a low capital
ratio, indicative of substantial reliance on borrowed
capital for business financing, could lead to an increase in
return on assets. Nevertheless, the heightened utilization
of borrowed funds also escalates financial risks (Ching
& Novazzi, 2011). Empirical evidence underscores the
significance of efficient working capital management in
driving business success, as it directly enhances the
profitability of the company's tota assets (Muhammad
eta., 2012). Therefore, we are going to develop the
second research hypothesis:

H,: Capital ratio negatively impact on big 4 banks
in Vietnam' s financial performance.

2.3. Financial
performance

If a company has a high loan ratio, it means that a
significant portion of its assets are financed with debt.
This can lead to higher financial leverage, which can
increase profits when the company performs well.
However, it also increases financial risk, as higher debt
levels can lead to higher interest costs and financial
instability. In this case, the ROA may be higher due to
the leverage effect. On the other hand, if a company has a
low loan ratio, it indicates that it relies less on borrowed
capital and more on equity. This can lead to lower and
more stable financial risks as the company is not
burdened by high debt levels. However, the ROA may be
lower than that of a company with a high loan ratio, as
the company fails to leverage its finances to increase
profitability (Rajindra et a., 2021). Benefiting from
financia leverage, when a company uses borrowed funds
to fund business operations, it can leverage financing to
increase ROA (Susilawati et a., 2022). The use of
borrowed funds can help the company strengthen its
business and generate higher returns from the same initial
investment. In this case, ROA may increase as the Loan
Ratio increases (Siswanto et al., 2022). Therefore, the
next research hypothesisis;

leverage and financial firm

Hs: Financial leverage positively influences on big 4
banks in Vietnam's financial performance.
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24.0verhead Expenses and financial firm
performance

When a corporation efficiently manages and
diminishes overhead expenditures, it has the potential to
enhance operational effectiveness. Diminished overheads
equate to a higher amount of income generated, which
can in turn bolster return on assets (ROA). Entities that
streamline their activities and eliminate unnecessary costs
might experience an upsurge in ROA as a conseguence of
reduced overheads. If overhead costs escalate without a
proportiona increase in revenues, there is a likelihood of
diminished profit margins. This scenario could adversely
influence ROA, given that elevated costs impact a
corporation's ultimate financial outcome. Corporations
with substantial operating expenditures about their
revenues may encounter challenges in sustaining a
favorable ROA (Erasmus, 2021). At times, increases in
overhead expenditures may serve a strategic purpose
when they are directed toward investments in expansion
opportunities. One instance of this is the alocation of
resources to activities like research and devel opment,
marketing, or training of employees, which have the
potential to yield lasting advantages such as an expanded
market share and enhanced profits (Novak et a., 2017).
The enhancement of Return on Assets (ROA) can be
observed gradualy over time when overhead costs are
judicioudy utilized to foster growth. Conversdly,
inadequate management of overhead expenses,
characterized by superfluous spending or ineffective
measures for cost management, can result in diminished
profitability and a decrease in ROA. Companies that
neglect to effectively oversee and regulate their overhead
expenditures may experience adverse effects on their
financial performance (Njue, 2014). The fourth research
hypothesisis:

H,: Overhead expenses positively impact on big 4
banks in Vietnam's financial performance.

2.5. Inflation and financial firm performance

Discussions of calculated ROA for larger banking
segments with officials and credit managers describe that
when inflation is high then planning activities actualy
increase and asset utilization becomes efficient to some
extend but creditor default risks are also high. Inflation
may boost the nomina growth of bank loans due to
increased demand for loans for investment, business
production, and consumption amid rising prices of goods
and services. This leads to an increase in interest revenue
for the bank, which in turn contributes to boosting ROA
(Khan et a., 2014). As inflation rises, the real value of
the loan decreases over time. This is beneficial for banks
with many long-term loans, especialy fixed-rate loans, as
they will have to pay back the loan at a lower real value
than the origina loan vaue. Inflation can make savings
deposits less attractive than other investment channels
with higher returns. This can motivate banks to raise
capital through cheaper channels such as short-term
mobilized capital, and interbank capital thereby helping
to reduce the cost of raising capital and increase ROA
(Boyd & Smith, 2001). Inflation can cause the value of
some non-financial assets such as real estate and essentia

goods to increase over time. This is beneficial for the
bank that has more of these assets in its portfolio as the
value of its assets will increase, resulting in a higher
ROA. Banks can apply the method of revaluing assets at
market prices when there are significant inflationary
fluctuations. Revaluing assets above their origina vaue
will help increase the bank's tota assets, thereby
contributing to boosting ROA (Singkeruang et al., 2021).
Inflation can create opportunities for investment banking
services such as consulting, brokerage, M&A due to the
high demand for investment and corporate restructuring in
the context of economic fluctuations. Banks can teke
advantage of this opportunity to increase revenue from
non-interest services. When inflation is high, central banks
tend to raise interest rates to control inflation. This can
create opportunities for banks to participate in the money
market, and government bonds to profit from interest rate
differentials, contributing to boosting ROA (Samhan
& Khatib, 2015). Thefifth research hypothesisis:

Hs: Inflation positively impact on big 4 banks in
Vietnam's financial performance.

2.6. Gross Domestic Product and financial firm
performance

Gross Domestic Product (GDP) growth positively
affects ROA consistent with previous studies on bank
performance and the factors that determine it. As the
economy grows, businesses and individuals need to
borrow capital to expand business, investment, and
consumption activities. People's consumption demand
increases in the context of economic development,
promoting the development of the retail market. This
creates opportunities for banks to provide credit products
and services to individual customers such as home loans,
car purchases, and credit cards, contributing to increasing
revenue and ROA for banks (Dreca, 2012). GDP has a
direct and significant impact on ROA. It shows that rapid
economic growth increases profits in banks in Pakistan.
Basicaly, GDP records up-and-down fluctuations
manifested in business cycles. Therefore, fluctuations in
the overall level of activity are expected to create a direct
impact on banks profitability. As the economy grows,
unemployment usually falls and people's incomes rise.
This leads to a reduction in NPL risk for banks, which in
turn improves asset quality and ROA. The value of
collateral for loans such as real estate, factories,
machinery and equipment tends to increase with the value
of GDP. This helps to minimize lending risks and
enhance the bank's ability to recover capital, contributing
to boosting ROA (Gul & Zaman, 2011). It is said to have
a positive impact of financial developments on the bank's
operating efficiency as this ratio reflects the relationship
between ROA and economic activity as measured by
GDP. If economic activity increases, the demand for
banking services will increase, which means that banks
will have more opportunities to make profits. From there,
ROA will increase (M.Ameer, 2015). Therefore, the next
research hypothesisis:

Hs: Gross Domestic Product positively impact on big
4 banksin Vietnam's financial performance.
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2.7. Foreign Direct Investment and Financial Firm
Performance

Foreign Direct Investment (FDI) has a close
relationship with banks' ROA. Analyzing in more detail,
FDI has a positive impact on banks ROA. The results
show that higher foreign direct investment inflows will
lead to an increase in returns on the assets of commercial
banks in Ghana and vice versa. FDI brings abundant
capital to banks, enabling them to expand lending,
investment, and other financial services. FDI sources are
usualy more stable and long-term than domestically
mobilized capital, helping to minimize liquidity risks for
banks (Musah et al., 2018). Supporting this view, Nwanji
(2020) argued that FDI enterprises often apply advanced
technology, as a result, this will effective corporate
governance and a wide customer network. When
cooperating with FDI enterprises, banks can learn from
management experience, improve operational efficiency,
and reduce costs. In addition, FDI helps banks access new
markets, especially internationa markets. The market
expansion helps the bank increase revenue and
profitability, thereby improving ROA (Nwanji, 2020).
Recent research shows that attracting FDI from abroad
helps diversify banks portfolios, thereby minimizing
risks. FDI enterprises often have a good reputation and
brand, helping to minimize credit risks for banks

(Kariuki, 2013). Predicting that the benefits of using
foreign investment (FDI) can be realized later, positively
affecting corporate profits, the use of FDI will enhance
the future asset profitability of the country's main national
joint-stock commercia bank is reasonable. The seventh
research hypothesisis:

H;: Foreign Direct Investment positively impact on
big 4 banksin Vietnam's financial performance.

3. DATA AND RESEARCH METHOD

This research collected data from Big 4 banks
(Vietcombank, BIDV, VietinBank, and Agribank) in
Vietham in period of 2017-2022, the data sources was
collected from financial statements, stock exchanges and
related websites. In this research after data processing,
the authors will use Pearson test to find out the
correlation relationship between variables in the research.
Next, the Ordinary Least Squares regression (OLS),
Fixed effects model (FEM), Random Effects Model
(REM) and Hausman test, Wald test, Wooldridge test are
going to use, in order to find out what factors impact on
firm financia performance. The data processing software
inthisresearch is Stata 17.

Based on the previous literature review, the authors
developed the following research model:

FFPy¢ = Bo + B1CSR; ¢ + BoCAPy ¢ + B3LEV; ¢ + BLOVE; + BsGDP; + BgINFy ¢ + ,FDIyp + &

Where: firmi, year t.

The variables under this research are described in the Table 1.

Table 1. Variablesunder thisresearch

Variable Ticker M easurement Sources
Dependent variable
Firm financial performance ROA | ROA = Net Income/Average Marshall (2024)
Assets Mehta and Bhavani (2017)
Elen et a. (2021)
I ndependent variables
Corporate social CSR | Firms CSR Index Zhang and Y ang (2021)
responsibility Gallardo-Vazquez et al. (2019)
Rouf (2011)
Capital ratio CAP | Capitalization Ratio = Bragg (2024)
TotalDebt/ Segal (2021)
Capitalization Abbas et d. (2021)
Financia leverage LEV Loan Ratio = Total Loan Wahyuni and Ayem (2017)
Amount / Total Asset Value Kim and Lee (2019)
Treece and Amy (2023)
Overhead Expenses OVE | Index Tuovila (2024)
Portillo and Stinn (2017)
Okunbor (2014)
Control variables
Inflation INF Inflation index (%) Oner (2010)
Schmidt (2024)
Huang and Liu (2005)
Gross Domestic Product GDP | GDP Index (%) Callen (2019)
Callen (2008)
Smith (2012)
Foreign Direct Investment FDI Log (Value of foreign direct Damgaard et al. (2019)
investment) Tax Foundation (2021)
Hayes (2023)
62 O06nik i piHaHcu, Ne 2(104), 2024
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4. RESULTSAND DISCUSSION

Table 2. Descriptive statistics

Variable Mean Std. dev. | Min Max
ROA 0.7314 0.3264 0.2712 1.5151
CAP 945567 | 0.9741 92.8016 | 95.9382
LEV 69.2587 | 7.6104 51.7072 | 78.806
CSR 0.7194 0.1961 0.423 1

OVE 13.1835 | 0.1206 12.9194 | 13.4169
GDP 5.8833 2.2882 2.6 8

INF 3 0.5985 | 1.8 35

FDI 1.2969 0.032 1.2455 1.3502

Source: Authors' processing.

From the Table 2 above, it can be seen that the
average ROA value of the 4 largest banks in Vietnam is
0.73, the lowest value is 0.27 and the highest value is
1,515. The standard deviation of arelatively large ROA is
0.326. The capitalization ratio index has an average value
of 94.56. The maximum value of the capitalization ratio
i$95.94 and the minimum value of the capitalization ratio
i 92.8. The relative standard deviation is only 0.97. This
is followed by an average loan ratio of 69.26.
The maximum value of the Loan Ratio index is 78.8 and
the smallest value of the Loan Ratio index is 51.7.
The standard deviation of the loan ratio index is 7.61.
TheCSR index has an average value of 0.72.
The maximum value of the CSR indicator is 1. The
smallest value of the CSR index is 0.423. The standard
deviation of the relatively small CSR index is 0.196. The
overhead index has an average value of 13.18. The
maximum value of this index is 13.417 and the smallest

value of thisindex is 12.92. The standard deviation of the
relatively small overhead index is only 0.1207. This is
followed by a GDP growth rate with an average value of
5.8833. The maximum value of thisindicator is 8, and the
smallest value is 2.6. The standard deviation of this
indicator is relatively large at 2.2882. The inflation index
has an average value of 3. The maximum value of the
inflation index is 3.5. The smallest value of the inflation
index is 1.8. The standard deviation of this indicator is
0.5985. Finaly, the FDI index has an average vaue of
1,297. The largest value of this indicator is 1.35. The
smallest vaue of the FDI index is 1.2455. The standard
deviation of this indicator is quite low, only 0.032. From
the above analysis, this research paper found that if there
is a relationship between banks with high CSR and
overhead ratios, ROA will be higher than banks with low
CSR and overhead ratios.

Table 3. Pear son correlation result

ROA CAP LEV CSR OVE GDP | INF FDI
ROA | 1
CAP | -0.6282 | 1
LEV | -0.6260 | 0.4634 |1
CSR | 0.3670 | -0.0908 | -0.1156 | 1
OVE | -0.2403 | 0.5072 | 0.6816 | -0.2391 | 1
GDP | -0.1603 | -0.0269 | -0.1222 | -0.0541 | -0.2762 | 1
INF | -0.2359 | 0.0246 | -0.1068 | -0.1525 | -0.36 0.6484 | 1
FDI | 0.2232 | 0.0646 | 0.2517 | 0.334 0.5559 | 0.0661 | -0.1552 | 1

Source: Authors' processing.

According to Table 3, there is a positive relationship
between financial firm performance and CSR, FDI, with
the value of 0.3670 and 0.2232, respectively. On the other
hand, CAP, LEV, OVE, GDP and INF negatively
influence on ROA of Big 4 banks in Vietnam.
Interestingly, the correlation between independent,
dependent and control variables is below 0.8, this means
that multicollinearity does not exist in the variables under
the research.

Next, the authors use regression models to find out
what factors impact on financia firm performance, which
is measured by ROA. After running Pool OLS, FEM and
REM regression, the authors use Hausmant test, the
results show that the value of Prob > chi2 = 0.9852, this
result showing that the REM model is suitable in this
research. The results were shown in Table 4.

Oblik i finansi, Issue 2(104), 2024 63
p-ISSN 2307-9878, e-ISSN 2518-1181, www.afj.org.ua



Table 4. Regression results

®iHaHcK Ta onoAaTKyBaHHA

POOL FEM REM FGLS
ROA ROA ROA ROA

CAP -0.208*** -0.166 -0.208*** -0.205%**
(-4.25) (-1.39) (-4.25) (-4.80)

LEV -0.0347*** -0.0376 -0.0347*** -0.0322***
(-5.15) (-1.07) (-5.15) (-5.19)

CSR 0.769** 0.681 0.769*** 0.684***
273 1.07 2.73 2.75

OVE 2.206** 3.661* 2.206*** 1.887***
261 212 2.61 2.65

GDP -0.114 0.0814 -0.114 -0.0918
(-0.50) 0.17 (-0.50) (-0.51)

INF 0.273 0.438 0.273 0.0489
0.56 0.79 0.56 0.14

FDI -1.247 -4.027 -1.247 -0.335
(-0.57) (-0.79) (-0.57) (-0.19)

_cons -5.255 -24.77 -5.255 -2.529
(-0.74) (-0.97) (-0.74) (-0.42)

(*), (**), (***) represent for significant at 10%, 5% and 1%, respectively

Source: Authors' processing.

The variance of the dternate error will make the
estimates obtained by the OLS method stable but
ineffective, and the regression coefficient estimates are
no longer reliable. This leads to the misconception of
independent variables in the meaningful research model,
at which point the validation factor and R squares cannot
be used. Because the variance of the variable error loses
the effectiveness of the estimate, it is necessary to test the
variance hypothesis of zero error by means of the Wald
test, the result shows that Prob > chi2=0.9975, the authors
could conclude that the model does not have
heteroscedasticity.

In the Wooldridge test, Prob > F = 0.0869, this means
that there is no autocorrelation phenomenon. In the next
step, the research applies FGLS to explain the
relationship between independent variables, control
variables and individual variables. The results from table
4 shows that, there are 4 variables impact of financia
firm performance in Big 4 banks in Vietnam, including
capital ratio (CAP), financial leverage (LEV) and
corporare socia responsibility (CSR).

Firstly, CSR positively impacts on financial firm
performance, this means that the higher CSR index, the
higher ROA value in these banks. Soana (2011) argues
that companies, through the adoption of socialy
responsible practices, can minimize potential reputational
harm from adverse information in the future, thus
protecting profitability and financial results including
ROA. Thus, an effective CSR initiative can nurture
valuable goodwill, protect companies from unforeseen
challenges, and open up opportunities that are
inaccessible to less socialy engaged companies. Recent

research indicates that CSR disclosure can bring
significant benefits to companies, especialy when
aligned with stakeholder interests, presenting a win-win
scenario. Stakeholder concerns are addressed through the
implementation and communication of corporate CSR
initiatives, while companies enjoy reduced financing
costs as a result of those commitments (Reverte, 2011).
Another piece of evidence suggests that the theoretical
foundations supporting the simultaneous link between
CSR and corporate asset returns can extend to the
relationship between CSR and subsequent asset returns
(McGuire. Et al, 2008).

Secondly, capital ratio (CAP) negatively impacts on
financial firm performance, significantly a 1%.
A company's capital ratio plays a key role in shaping its
investment choices, while the rate of return on assets
indicates the performance of those investments (Agha,
2014). There is aso evidence that in cases where the
capital ratio exceeds the rate of return on assets means
that the company is not generating enough profit to cover
financing costs, potentially leading to financial challenges
and the need to reevaluate investment methods or explore
aternative sources of funding. Conversely, when the
return on assets far exceeds the capitd ratio, it indicates
that the company is delivering profits that exceed the cost
of financing, signifying a favorable scenario in which
valueis created for shareholders and investors (Shalneva,
2021). Another study also showed that if a company
maintains a high capital ratio, relying primarily on equity
to fund its operations, then returns on assets can suffer,
which can lead to a decline due to the widespread use of
equity to generate profits. Conversaly, alow capita ratio,
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indicating a significant reliance on borrowed capita to
finance business operations, can lead to increased return
on assets (Ching et ., 2011).

Thirdly, financial leverage negatively influences
financial firm performance, significantly at 1% level.
This can lead to higher financial leverage, which can
increase profits when the company performs well.
However, it aso increases financia risk because higher
debt levels can lead to higher interest costs and financial
instability. In this case, the ROA may be higher due to
the leverage effect (Susilawati et a., 2022). On the other
hand, if acompany has alow loan ratio, it indicates that it
relies less on borrowed capital and more on equity. This
can lead to lower and more stable financial risks as the
company does not incur a high debt burden. However, the
ROA may be lower than that of a company with a high
loan ratio due to the company's failure to leverage its
financing to increase profitability (Rajindra et al., 2021).
Another study indicates that when a company uses
borrowed funds to fund its business, it can leverage
financing to increase ROA. The use of borrowed funds
can help the company strengthen its business and
generate higher returns from the same initia investment.
In this case, ROA may increase as Loan Rates increase
(Siswanto et a., 2022).

5. CONCLUSION AND RECOMMENDATIONS

This research uses data from Big 4 banks in Vietnam
in 2017-2022 period, to answer the question: what factors
inpact on financial firm performance, especially focusing
on corporate social responsibility. The research result
from FGLS model shows that there are 4 variables which
statistically and significantly influence financial firm
performance, including capital ratio, financial leverage,
overhead expenses and corporate socia responsibility.
However, in these banks under the research, the
regression model shows that overhead expenses, gross
domestic product, inflation rate, foreign direct investment
doest not impact on financial firm performance. The Big
4 banksin Vietnam play a significant role in the country's
financial sector. Improving the Return on Assets (ROA)
is crucial for these banks to enhance their financial
performance and competitiveness in the market. Several
key factors influence the ROA of banks, including loan
ratio, corporate socia responsibility (CSR) initiatives,
overhead  expenses, and  capitaization  ratio.
By strategically managing these factors, these banks can
boost their ROA and achieve sustainable growth.

Firstly, financia leverage is a critica metric that
directly impacts a bank's profitability. To improve ROA,
these banks should focus on optimizing their loan
portfolio by balancing risk and return, diversifying their
loan portfolio across different sectors and customer
segments, banks can reduce credit risk and enhance their

interest income. Additionally, implementing robust credit
risk assessment processes and monitoring mechanisms
can help mitigate loan defaults and non-performing loans,
thereby improving the overall quality of the loan portfolio
and boosting ROA.

Secondly, corporate social responsibility has become
increasingly important for banks as stakeholders demand
more accountability and transparency in business
operations. By integrating CSR initiatives into their
business strategies, banks can enhance their reputation,
attract socially conscious customers, and improve ROA.
Engaging in sustainable lending practices, supporting
community development projects, and promoting
environmental sustainability not only benefit society but
aso create long-term value for the banks and their
sharehol ders.

Thirdly, overhead expenses are another key factor that
can significantly impact a bank's ROA. The Big 4 banks
should focus on optimizing their cost structure by
identifying and eliminating inefficiencies in ther
operations. Implementing digitalization initiatives,
streamlining processes, and investing in technology can
help reduce overhead expenses and improve operational
efficiency. By controlling costs effectively, banks can
enhance their profitability and ROA.

Fourthly, capitaization ratio, which measures a
bank's financial strength and stability, is crucia for
maintaining investor confidence and regulatory
compliance. The Big 4 banks should ensure that they
maintain adequate capital levels to support their business
activities and absorb potential losses. By optimizing their
capital structure, banks can improve their risk-adjusted
returns and enhance their ROA. Strategic capita
planning, stress testing, and capital allocation strategies
are essential for maintaining a healthy capitalization ratio.
In conclusion, the Big 4 banks in Vietham can enhance
their ROA by strategically managing key factors such as
loan ratio, corporate social responsibility, overhead
expenses, and capitaization ratio. By focusing on
optimizing their loan portfolio, implementing CSR
initiatives, controlling costs, and maintaining a strong
capital base, these banks can improve their financial
performance, drive sustainable growth, and reman
competitive in the dynamic banking industry.

In addition, athough other factors do not affect ROA
such as FDI, INF and GDP, Big 4 banks still need to pay
attention because these factors are important macro
factors. When observing these factors, the bank will come
up with more reasonable financial activities, thereby
improving the bank's financia position.
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