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BAD DEBT MANAGEMENT OF COMMERICAL BANKS IN VIETNAM
DURING THE POST GOVID-19 PERIOD

PhD. La Thi Lam*

Abstract: This article provides an overview of the current situation of bad debts and the measures taken by
the banking system to tackle bad debts in the period of 2020-2022, a time heavily impacted by the Covid-19
pandemic for both commercial banks and the entire economy. Consequently, it proposes solutions to enhance

the current management of bad debts for Vietnamese commercial banks.

» Keywords: commercial banks, state bank, bad debts, debt restructuring, bad debt resolution.
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Introduction

From 2020 to 2022, the Covid-19 pandemic had
various adverse effects on the business activities
of commercial banks, as well as economic growth.
Many measures to control and resolve bad debts were
implemented, particularly debt restructuring and
maintaining debt groups as guided by the State Bank of
Vietnam (SBV). Thanks to these efforts, bad debts and
the bad debt ratio of the system, while increasing, still
remained within the permissible limits set by the SBV.
However, currently, potential bad debts have become
a concern for Vietnamese commercial banks. As the
solutions for debt restructuring and maintaining debt
groups recommended by the SBV expire, coupled with
the sluggish recovery of the economy, commercial banks
may face a significant increase in bad debts. This reality
demands that commercial banks take even more proactive
steps in managing bad debts based on their capacities.

Research content and results

1. The Situation of Bad Debts in the Banking
System during the Period of 2020-2022

Figure 1. Ratio of on-balance sheet bad debt and
gross bad debt of the banking system (%)

Source: Compiled from banks’ annual report for the period of 2016-2022

In 2020, Vietnam’s economy and its banking sector
faced the negative impacts of the Covid-19 pandemic
for the first time. The situation of domestic and global
isolation due to the pandemic created significant

* Academy of Finance

Date of receipt revision: 10" January, 2024
Date of approval: 12! January, 2024

challenges for business operations. In 2020, it marked
the moment when the bad debt ratio started to rise
again, following two phases of bank restructuring that
had led to a continuous decrease in bad debt ratios. The
bad debt ratio within the entire system reached 1.7%,
and in 2021 and 2022, it correspondingly increased to
1.9% and 2%.

Analyzing each individual bank, in 2020, among the
27 banks for which data were collected, only 3 banks
exceeded the safe threshold for bad debts as regulated
by the State Bank of Vietnam (SBV). In 2021, 19 out
of 27 banks experienced an increase in bad debts.
Among them, many banks saw a substantial rise in the
scale of bad debts, such as Vietinbank (with bad debts
increasing by 49% compared to 2020), Techcombank
(up by 77%), VPBank (up by 60%), and ACB (up by
52%). Some banks even saw their bad debts surge by
over 100% (Nam A Bank increased by 117%, NCB
increased by 105%)...

However, when considering the ratio of bad debts,
in 2021, only 12 out of 27 banks experienced an
increase in their bad debt ratios. The remaining banks
either saw a reduction in bad debt ratios or no change
at all. Remarkably, only two banks exceeded the safe
threshold for bad debts (BIDV and VPBank), and these
were the same two banks with high bad debt ratios in
2020. This indicates that the control of bad debts by
commercial banks, based on the government and SBV’s
intervention measures, was timely and effective in the
context of the pandemic situation.

In 2022, although the global and domestic pandemic
situation began to be gradually brought under control, the
negative impacts of the pandemic still heavily affected
businesses and the economy. The incidence of bad debts
and the bad debt ratio for many banks continued to
increase. The internal bad debt ratio for the entire system
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rose from 1.7% to 1.9%. Among the 27 banks from which
data were collected, most banks experienced an increase
in the scale of bad debts (with the exception of three
banks, namely Bac A Bank, VietAbank, and Sacombank,
which saw a reduction in the scale of bad debts).

According to the data collected, NCB bank witnessed
a record increase in bad debts, soaring by 585%.
Techcombank and VPBank remained the banks with the
highest increases in the scale of bad debts in 2022. In
terms of bad debt ratios, only Techcombank and NCB had
concerning ratios, especially NCB with a bad debt ratio of
17.93%. The majority of other banks, while experiencing
an increase in bad debt ratios, saw relatively modest rises
that stayed within the SBV’s permissible limits.

This analysis indicates that, fundamentally, the
internal bad debt ratios of most banks continued to
increase but remained within the allowable limits during
the 2020-2022 period. However, when considering both
internal bad debts and those sold to the Vietnam Asset
Management Company (VAMC) that have not yet been
resolved, along with potential hidden bad debts from debt
restructuring (consolidated bad debts), the bad debt ratio
is significantly higher than the published internal bad debt
ratio. The consolidated bad debt ratios for banks were
5.1% (3 times higher than the internal bad debt ratio),
7.3% (3.8 times higher than the internal bad debt ratio),
and 6% (3 times higher than the internal bad debt ratio)
during the 2020-2022 period. Although these consolidated
bad debt ratios are much higher than the internal bad debt
ratios in the 2020-2022 period, they are still lower than
those in 2016-2017 (the period before the implementation
of bad debt resolution under Resolution 42/2017/QH 14).

Table 1. Bad debt and bad debt ratio of some
Vietnamese commercial banks period 2020-2022

No xdu Ty & no xéu (%)
Ngin hang 2020 2021 2021/2020 2022 2022/2021 2020 2021 2022
BIDV. 21,639 13245 -38% 17,622 30% 341 447 116
Agribank 25,717 28,728 11,7% 34,778 21.10% 1.64. 1.71 1.64
Vietinbank 9.597 14,300 49% 15,706 10% 0.95 1.96 1.24
VCB 5,230 6,121 17% 7.808 28% 0.62 0.64 0.68
MB 3,248 3,268 1% 5,030 54%, 1.09 0.9 1.09
Techcombank 1.295 2,204 77% 3.818 66% 0.47 0.66 0.66
VPBank 9,924 16,244 60% 25,137 55%, 3.41 4.47 573
ACB 1.840 2,799 52% 3,045 9% 0.59 0.77 0.74
Sacombank 5.780 5.721 -1% 4299 -25% 1.70 1.47 0.98
SHB 5,599 2,915 -48% 9,740 59% 1.83 0.8 2.53
HDBank 2357 3.360 43% 4404 31% 132 1.65 1.67
VIB 2957 4.670 58% 5.687 22% 1.74 2.32 245
TPBank 1,420 1,157 -19% 1357 17% 118 0.82 0.84
LienvietPosbank| 2,527 2,775 10% 3,427 20% 1.43 133 1.49
SeABank 2,022 2,105 4% 2,460 17% 1.86 1.65 16
MSB 1.558 1,769 14% 2,055 16% 1.96 1.74 17
OoCB 1,508 1,350 -11% 2,671 98% 1.69, 1.32 2.23
Eximbank 2,534 2,247 S11% 2,347 4% 2.52 1.96 1.8
Nam A Bank 744 1613 17% 1611 0% 0.83 1.57 1.35
ABBank 1,324 1,423 7% 2,366 46% 2.09 2.06 2.88
Bac A Bank 628 655 4% 500 -24% 0.79 0.77 0.53
VietABank 112 1012 -9% 955 -7% 230 1.86 1.53
KienLongBank 1.883 726 -61% 845 16% 5.42 1.89 1.89
Ban viét L1 1,176 6% 1.419 21%, 2.79 2.53 2.79
NCB 609 1,249 105% 8,556 585% 1.51 3 17.93
PG Bank 626 617 -1%, 745 7% 2.44 2.24 2.56
SaigonBank 223 325 46%, 398 22% 1.44 1.97 2.12

Source: Compiled from banks’ annual report for the period of 2020-2022

One concerning issue is that the bad debt ratio of
2022 increased at a significantly higher rate compared
to the lending growth rate. Additionally, bad debts in
category 5 (potentially irrecoverable debts) increased
at most banks, with some experiencing substantial

increases, such as NVB bank (up by 605.71%), VPBank
(259.84% increase), MBB (179.85% increase), SHB
(116.82% increase) and others.

Table 2. Classification of loan quality of banks as of
December 31, 2022 (Billion VND)

Dwngchovay | Ty ngxiuDwng
o) | 311212022 | +(%) | 3171212022 | 3112/2021

NVB 1028 4248 3281 7043 224045 G057 8,556 584.83 47722 14.68 17.93% 300%
vPB 7945 10031 7160 1926 3343 24984 25137 5475 438338 2338 5.73% 457%
VBB 182 327 1815 (4494) (44.30) 9684 2324 2597 63,633 2503 3.66% 365%
BaoVietBank 254 109 T46 3591 (2970 (17.60) 1,109 (11.09) 33,196 3153 3% 4.94%
ABB 541 421 1404 6159 050 6261 2366 45.32 82011 1888 288% 2.34%
BVB 149 408 BA2 (1025) 11979 454 1419 2063 50850 964 279%  253%
PGB 62 119 563 (9.3 (253 1640 745 729 29051 564 266%  252%
SHB 1522 1645 6574 284 272 11682 9740 5935 385633 641 263% 169%
VIB 1541 1710 2436 [1182) B61  BATO 5667 2177 231944 1510 246% 232%
ocB 671 626 1373 10570 11543 8752 2571 97.82 119,803 17.40 22%% 1.32%
SGB 76 a7 24 msz (1801 3233 398 2223 18714 13,40 212% 187%
KLB 75 122 B48  [23.49) 2748 279 B45 16.37 44703 1645 1.89% 1.80%
EIB 265 451 1832 [18.86) (2020) 2027 2347 442 130,506 1381 180% 1.96%
MsB 612 40 1005 730 (631) 533 2067 1628 120544 1879 1.70% 1.74%
HDB 1848 1415 1041 1548 6100 2048 4404 3107 263856 2084 167%  185%
s58 451 20 1787 3137 (3380 2549 2460 1689 153956 2067 160%  185%
VAB 13 N 911 (88.07) 43376 005 955 (7.08) 62508 1478 183% 189%
LPB 1070 1005 1353 13239 (608) 143 3427 1967 235507 1271 146%  137%
NAB 160 132 1320 (5031) (3164) 200 16811 (0121 119538 1645 1.36% 1.57%
CTG 7305 2256 6235 135 1262 1986 15796 1046 1274522 1275 124% 1.26%
BID 3219 2843 11760 1675  (2461) 6147 17822 3009 1522220 1237 116%  100%
WBE 1517 1221 2293 584 3036 179485 5031 5335 460574 2669 109%  090%
sTB 561 T 3007 (60) 804 (32.58) 4299 (24.86) 438628 13.07 0.98% 147%
TcB 1686 1431 1000 14855 3149 a2 3818 esaz 420,524 2107 081%  D66%
B 385 467 505 (2458 3385 6993 1357 1736 160,993 1400 084%  DB2%
ACB 442 437 2165 [(17.76) (5043) 5698 3045 877 411858 1526 0.74% 078%
vce 406 T2 6507  [45.41) (2007) 49.55 TITS 2702 1136204 1826 0.68% 0.64%
BAB 39 44 416 (3594) 1079 (2493 500 (2377) 94121 1126 053%  077%

Source:: VietstockFinance

2. The current state of bad debt management in
commercial banks during the 2020-2022 period

Immediately after the outbreak of the pandemic,
significantly impacting the business operations of
enterprises, the banking sector promptly implemented
various measures. From 2020 until now, the State
Bank of Vietnam (SBV) continuously issued and
implemented circulars allowing Credit Institutions (Cls)
to restructure loan repayment terms, exempt, reduce
interest rates, fees, and maintain debt groups to support
customers affected by the Covid-19 pandemic (Circular
No. 01/2020/TT-NHNN dated March 13, 2020,
Circular No. 03 amending some provisions of Circular
No. 01/2020/TT-NHNN dated April 2, 2021, Circular
No. 14/2021/TT-NHNN amending and supplementing
some provisions of Circular No. 01/2020/TT-NHNN).
These circulars provided a legal framework for Cls
to restructure loan repayment terms, exempt, reduce
interest rates and fees, and maintain debt groups,
thereby alleviating difficulties for borrowing customers
affected by the Covid-19 pandemic across all industries
and sectors, creating a legal corridor and breakthrough
mechanism for CIs to resolve capital borrowing
difficulties for customers.

Based on the SBV’s operational measures, as
of December 31, 2021, CIs had restructured loan
repayment terms, maintained debt groups, with an
accumulated loan value of approximately 607,000
billion VND since the outbreak of the pandemic.
Currently, there are approximately 775,000 affected
customers who have had their debts restructured, with
a total outstanding debt of over 296,000 billion VND.
Additionally, interest rates have been waived, reduced,
or lowered for over 1.96 million affected customers, with
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a total accumulated interest amount waived, reduced, or
lowered for customers of approximately 34,900 billion
VND. In addition, new loans have been provided with
lower interest rates compared to pre-pandemic levels,
with a cumulative volume from January 23, 2020, to
the end of December 2021, reaching over 7.4 million
billion VND for approximately 1.3 million customers.

As of the end of June 2022 (the end of the policy
period), credit institutions had implemented the
restructuring of loan repayment terms and maintained
debt groups with an accumulated loan value of 722,334
billion VND for over 1 million customers.

In parallel with the debt restructuring measures as
per SBV regulations, commercial banks proactively
set aside risk provisions to handle arising credit risks.
The coverage ratio of bad debts for the CI system was
high and increased in 2020-2021 (the coverage ratios
for bad debts in 2020-2021 were 105% and 141%,
respectively). In 2022, although the coverage ratio for
bad debts decreased compared to 2021, it remained
higher than in 2020 and previous years (Figure 2).

Figure 2. Bad debt coverage ratio of the system of
credit institutions (%)

2016 2017 2018 2018 2020 2021 2022

Source: SBV

It is worth noting that some banks have actively and
proactively set aside risk provisions for all restructured
debts ahead of schedule, such as Vietcombank and
BIDV. The consolidated bad debt coverage ratio has
reached record levels at some banks, such as VCB
(achieving 424% in 2021 and 317% in 2022), BIDV
(reaching 219% in 2021 and 245% in 2022), ACB
(achieving 210% in 2021 and 155% in 2022), and so on.
This enhances the overall system’s resilience against
unforeseeable pandemic developments.

However, despite the relatively high bad debt
coverage ratios of banks, this is not necessarily an
entirely positive sign. This is because the bad debt
coverage ratio is calculated based only on internal bad
debts, without accounting for bad debts sold to VAMC
that have not been resolved, and potential hidden bad
debts from debt restructuring. Additionally, there is a
possibility of transitioning debts from groups 1 and 2
to bad debts due to unfavorable business conditions for
enterprises in the near future.

In addition to implementing preventive measures and
constraints on bad debts, banks are also actively taking

measures to address bad debts. During the period of 2020-
2022, the handling of bad debts arising before August 15,
2017, and bad debts arising within the effective period
of the resolutions of Credit Institutions (CIs) continued
to be carried out in the spirit of Resolution 42/2017/
QH14 and Resolution No. 63/2022/QH15 (extending
the application period of all provisions of Resolution No.
42/2017/QH14 of the National Assembly on the pilot
resolution of bad debts of Cls from August 15, 2022, to
the end of December 31, 2023). As of early 2023, CIs
have processed 416.1 trillion VND, including 211.9
trillion VND of internal bad debts, 122.1 trillion VND of
internal bad debts accounted for, and sold to VAMC 82.1
trillion VND (Figure 3).

Figure 3. Cumulative results of bad debt handling

according to Resolution No.42 until January 2023

(Trillion VND)

Source: SBV

More than half of the bad debts have been handled
through methods such as customers repaying their
debts, credit institutions accepting collaterals in lieu
of debt repayment, and selling or auctioning off
collaterals. However, during the 2020-2022 period, the
pace of bad debt resolution according to Resolution 42
slowed down. If we calculate from August 15, 2019,
to December 31, 2019, the total amount of bad debts
processed was 305.7 trillion VND, averaging about
10.5 trillion VND per month for the entire system. In
contrast, the amount of bad debts processed during the
2020-2022 period was 110.4 trillion VND, averaging
over 3 trillion VND per month, significantly lower than
the period before the pandemic.

3. Solutions to Enhance Bad Debt Management
for Vietnamese commercial banks in the coming time

The risk of increasing bad debts has been forecasted
since the beginning of 2023, given the global economic
downturn, slower economic growth in Vietnam,
narrowed production and business conditions, and
enterprises facing many difficulties. Additionally, a
significant amount of bad debt has been “hidden”
through a circular that allows Credit Institutions to
restructure repayment terms and keep the debt category
unchanged to support customers facing difficulties.
Therefore, in the coming period, Credit Institutions
need even more proactive solutions to manage bad
debts. Specifically:
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Continue to implement measures to increase credit
growth alongside prevention, minimizing the occurrence
of bad debts, and improving the quality of credit.

Up to now, the profits of Vietnamese Credit
Institutions still largely depend on net interest income
from capital mobilization and lending activities.
Therefore, promoting credit growth is the general
direction of Credit Institutions, with the aim that
businesses recover and develop, enabling Credit
Institutions to achieve their operational goals. Hence,
commercial banks also need to establish policies for
businesses to have convenient access to credit. The
current credit policy must create favorable conditions
for businesses and individuals to access bank credit.
Continue to implement, with the highest determination,
the policy of supporting interest rates at 2% for
enterprises, cooperatives, and individual businesses
in certain industries and sectors according to Decree
31/2022 of the Government.

However, creating opportunities for businesses to
access credit to recover after the pandemic does not
mean that Credit Institutions will pursue credit growth
at any cost, especially in the context where Credit
Institutions are burdened with accumulated bad debts
from the period before the pandemic and bad debts
arising from the negative impact of the pandemic.
Banks still have to ensure safe and effective credit
operations, tightly control credit in potential risk areas,
and have policies to screen customers that are suitable
for each period. Banks must comply with the credit
conditions of support policies as regulated by law,
resolutely not lowering credit standards or loosening
lending conditions, because chasing short-term net
interest income will potentially lead to bad debts later.
This is also an appropriate time for banks to re-screen
their customer portfolios to select customers who are
sincere, honest, and have a healthy financial situation.

Evaluate the quality and recovery capacity of debts
to implement appropriate measures of debt settlement.

Banks must proactively and resolutely control
credit quality, closely monitor customers, assess their
repayment capacity, classify customers appropriately, and
minimize the occurrence of bad debts. Additionally, they
should proactively handle recovery, closely monitoring
the customer portfolio structure according to Circular
01/2020/TT-NHNN and related documents (Circular
03;14). Banks should actively increase risk provisions
for bad debts, debts with the potential to turn bad, and
classify customers into higher-risk debt groups based on
the actual status of the debt. Moreover, banks need to
assess the recovery level of each sector after the pandemic
to establish suitable lending policies for customers.

Banks should build and implement a management
system, and monitor, and evaluate it in line with the

bank’s operational situation and orientation. They
should thoroughly research the portfolio of bad debts
and the causes of bad debts to develop effective handling
methods and policies to screen customers suitable for
each period.

Banks should focus on classifying customers based
on their willingness to cooperate and the source of debt
repayment from customers to apply appropriate debt
handling measures. For customers facing difficulties
in production and business activities but still have
the ability to recover, banks should coordinate with
customers to restructure debts. This may involve
extending repayment periods, adjusting repayment
terms, and considering interest waivers or reductions,
while lowering interest rates for loans in a reasonable
manner to help customers overcome financial difficulties.
For customers with reduced repayment capacity and
also difficult to recover, banks must quickly develop
a negotiation plan. This might include negotiating the
handling of collateral or mediating in court to shorten
the litigation period, aiming to minimize credit losses.

Banks  should  proactively  implement  the
provisionining and use of risk provisions to handle
bad debts in accordance with legal regulations and the
actual risk situation.

Credit risk provisions serve as a financial cushion for
bad debts within Credit Institutions. The establishment
of these provisions aims to ensure the stability and
sustainability of a bank’s business operations, preparing
for worst-case scenarios such as customers being
unable to repay their debts or not adhering to repayment
schedules. This practice is not just a prudent measure
for individual banks; it is also a mandatory requirement
for safe operation, as stipulated by regulatory authorities
like the State Bank of Vietnam.

Since 2020, the State Bank of Vietnam (SBV) has
issued several directives allowing Credit Institutions
to restructure debts for customers facing pandemic-
related difficulties, keeping them in their original debt
categories. However, these measures are temporary
and urgent, designed to alleviate immediate business
challenges. Ultimately, the risks associated with these
debts still fall on Credit Institutions. In addition to
meeting prerequisite conditions for debt restructuring
that signal operational recovery capabilities, Credit
Institutions must proactively set aside credit risk
provisions based on the actual risk level. Despite
current regulations specifying the minimum provision
for restructured debts, as mandated by the SBV, Credit
Institutions that haven’t adequately prepared for credit
risk provisioning may need to allocate these provisions
in the near future. Therefore, in 2023-2024, depending
on their financial capacity, Credit Institutions should
proactively allocate provisions for both restructured
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debts that haven’t been recognized as bad debts and
to prevent a situation where bad debts worsen. This is
crucial to avoid financial shocks to Credit Institutions
in the future, even though increasing provisions will
directly impact the bank’s profit.

Continuing the restructuring process linked to
bad debt resolution in the 2021-2025 period and
implementing measures to enhance the financial
capacity of commercial banks.

On June 8, 2022, the Prime Minister issued
Decision No. 689/2022/QD-TTg, approving the
plan “Restructuring the system of credit institutions
associated with bad debt resolution in the 2021-2025
period.” Therefore, starting in 2012, this marks the
approval of the third plan. While the restructuring
process of the banking system in the 2011-2020 period
achieved some remarkable successes, such as no
bank failures, ensured payment ability, and tightened
discipline in banking operations, fundamental goals of
restructuring, such as permanently resolving bad debts
and creating a truly healthy banking system according
to international standards with a diverse ownership
structure based on advanced technology, have not been
fully addressed.

In line with the government’s direction, Credit
Institutions continue to develop and implement the
restructuring plan for the third phase to enhance
risk resilience and control bad debts. Depending on
specific conditions, Credit Institutions should devise
and implement suitable measures, including increasing
charter capital, raising capital adequacy ratios to
strengthen financial capacity and ensure banking
operation safety, as well as enhancing credit quality.

Effectively
measures.

implementing bad debt resolution

A concerning issue for banks in recent times
has been the increasing trend of bad debts, which is
projected to continue in 2023-2024. The persistence
of bad debts makes it difficult for Credit Institutions to
have enough resources to invest in technology, improve
service quality, reduce lending interest rates, and
keep credit risk within permissible limits. Therefore,
to expand the credit scale and improve credit quality,
a necessary measure that commercial banks must
continue to implement is to address the bad debts that
they are holding.

Firstly, Credit Institutions should continue to review
and clearly identify the status of bad debts of the bank
in accordance with the spirit of Resolution 42/2017/QH
14 and restructured debts affected by the pandemic to
apply appropriate measures to handle bad debts. For
businesses with feasible production and business plans,
and assessed as having the ability to repay according to
the restructuring plan, the bank may consider allowing

debt restructuring. This measure helps businesses
rearrange their sources of debt repayment based on
factors affecting their cash flow for debt repayment.
Based on debt classification, banks need to make efforts
to increase risk provision and use risk provisions to
handle bad debts.

In addition to internal measures for bad debt
resolution, Credit Institutions need to continue reviewing
eligible Group 5 bad debts for sale to VAMC. To carry
out debt sales, banks should compile information on bad
debts and customer borrowing for the debts that the bank
proposes VAMC to purchase. Following the guidance
of the asset management company of credit institutions,
Credit Institutions should promptly complete the
procedures to propose debt purchases. Banks still need
to regularly report to VAMC on the application plan,
progress, and results of recovering the bad debts sold
to VAMC. Additionally, banks need to cooperate with
VAMC to agree on measures to overcome difficulties
and issues in handling bad debts and collateral assets
of the debts sold to VAMC. Actively seek partners to
buy debts for the debts sold to VAMC and be authorized
by VAMC to sell debts. Focus resources to expedite the
provision process for bad debts sold to VAMC, paid
with special bonds, to carry out early or on-time bond
settlement as prescribed. Currently, many bad debts
sold to VAMC have reached the time for repurchase,
so banks should proactively carry out the repurchase as
previously committed.

Lastly, credit Institutions must actively coordinate
with local authorities and competent state agencies,
especially the police, courts, and enforcement agencies
at all levels during the process of bad debt recovery,
and collateral assets handling to maximize the recovery
value of secured assets and bad debts.

Conclusion

Non-performing loans are one of the negative
factors affecting the operations of commercial banks,
especially in Vietnam where credit still accounts for the
highest proportion of total assets, providing the largest
source of income for banks. Therefore, to develop
safely and efficiently, commercial banks need solutions
to enhance the management of non-performing loans,
especially in the context of numerous negative impacts
causing an increasing trend in non-performing loans in
banks at present.
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THE SAFETY OF PERSONAL INFORMATION
IN THE VIETNAMESE COMMERCIAL BANKING
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Abstract: Personal data security is the primary goal in the operation of the Vietnamese commercial banking system
today. When personal information is strictly protected, it will reduce the losses of personal assets or commercial
banks' assets participating in the digital market of the current digital economy. The purpose of this article is to
reflect the current situation of customer information security in the commercial banking system in Vietnam. This
article focuses on researching, systematizing, and contributing to clarifying theoretical issues about personal
data security in commercial banks. The author uses qualitative research methods such as analysis, comparison,
and synthesis of information as a basis for making comments and evaluating the current situation of personal
data security based on secondary data sources, such as research works, related research documents, and
professional reports from state management agencies and other commercial banks. At the same time, the author
combines primary data such as information collected through direct interviews or through survey questionnaires.
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Introduction

Personal data is crucial and highly valuable
information, playing a decisive role in the success
of the Vietnamese commercial banking system. As
commercial banks accelerate the diversification of
digital services to better serve customers in today’s
digital economy, the digital transformation is closely
linked to the safety of customers’ personal data,
whether successful or not. However, personal data
presented on online services is also the targeted prey
of cybercriminals who are becoming more developed,
complex, and sophisticated. In 2022, Vietnam recorded
12,935 cases of phishing, with 75% of frauds involving
financial information and 25% involving personal data
related to finances. There are three main groups of
common forms of fraud: (i) Account hijacking: In this
form, criminals mainly hijack social network accounts
such as Zalo, Facebook, TikTok, to send fraudulent
messages, money transfer scams, and swindle victims
into accessing/clicking links with very high-interest
rates for black credit loans; (i) Scamming reputable
commercial banks: Criminals send fraudulent text
messages and emails, scam commercial bank websites
to solicit customer information, conduct transactions
on the web, and install malicious code through links;
(iii) Scamming authorities’ offices: Criminals make
fraudulent phone calls, create fake accounts, scam
e-commerce platforms, and virtual currency exchange
platforms to swindle investors’ money.
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In addition to these three main groups, criminals also
use other fraud techniques widely in Internet Banking,
such as: (i) Scamming banks to swindle winning prizes
to obtain bank accounts and OTP (One-time password);
(if) Scamming police officers to request account
information for investigation or to transfer money to a
fake police account; (iii) Scamming relatives to receive
or borrow money.

Given the increasingly complex and unstable real
situation of personal data, the author chose the topic
“The safety of personal information in the Vietnamese
commercial banking” for this paper, aiming to limit
the losses of customers using digital banking services
in today’s digital economy. This paper focuses on
researching the following issues:

Firstly, data is the core of digital transformation. The
more intensive the digital transformation, the greater
the amount of data required by commercial banks, the
higher the data processing requirements, thus the higher
the risk of data security.

Secondly, data breaches in Vietnam and around the
world are rapidly increasing.

Thirdly, the damage to the economy from the
costs of dealing with data breaches is significant and
increasing.

Overview of previous research works and legal
documents related to personal data security

Personal data security is consistently a crucial issue in
the information security efforts of commercial banking

* Finance - Banking - Accounting - DHV; email: dientt@dhv.edu.vn - nguyennt@dhv.edu.vn

Journal of Finance & Accounting Research



(No. 03 (28) - 2024)

MACROECONOMICS AND FINANCE

systems. Managers in any commercial bank prioritize
personal data security as a top concern, understanding
that only by scientifically securing personal information
can they protect customers’ data safety and the assets of
the bank itself. Particularly, commercial banks, under
pressure from increasing incidents of personal data
theft due to the promotion of digital banking in today’s
digital economy, clearly recognize the imperative for
robust personal data system security. This data system
is deemed the most critical asset as it determines the
survival of commercial banks.

Given its significance, numerous studies have been
conducted related to personal data security, including:
Hoang Trong Ngai’s (2015) work on “Research on
Information Security Cryptography,” which addresses
the secure storage of DICOM images in databases.
Trinh Xuan Hoang’s (2012) research on “Research
Solutions for Authentication and Security in Document
Exchange in the Network Environment between State
Agencies,” presenting document security in document
exchange within network environments among state
agencies, successfully applied in Thai Binh province.
Than Trong Ngoc Tram’s (2019) topic on “International
Law and Practice in Dealing with High-Tech Crimes -
Experience for Vietnam,” which systematizes theoretical
and practical issues in dealing with international high-
tech crimes, offering insights for Vietnam to enhance
personal data security.

In Vietnam, the government recently issued
Decree 13/2023/ND-CP dated April 17, 2023, on the
protection of personal data. This Decree clearly outlines
the obligations of data controllers and processors,
including obtaining explicit, voluntary, and informed
consent from data subjects, notifying data processing,
implementing measures to prevent illegal collection,
transfer, buying, and selling of personal data, obtaining
data subject consent when providing data to commercial
banks or other individuals, deleting personal data upon
request, and transferring personal data according to
legal provisions when dividing, separating, or merging.

From the above research and legal documents, it is
evident that personal data security in the Vietnamese
commercial banking system has not been thoroughly
researched to safeguard customers’ assets adequately.
Therefore, the authors have chosen the topic “The Safety
of Personal Information in the Vietnamese Commercial
Banking” for their paper. Through this topic, the authors
aim to make theoretical and practical contributions and
propose solutions to enhance personal data security.

Research methods

To obtain practical assessments of personal data
security in the commercial banking system, the authors

conducted surveys involving several commercial banks
and customers in Ho Chi Minh City. This city serves as the
country’s major economic center and is where personal
data risks most frequently occur, thus representing the
commercial banking system nationwide. Through this
survey, the authors collected information about the
current state of personal data security using methods
such as distributing questionnaires, conducting face-to-
face interviews, and utilizing communication channels
like phone and email. In addition to primary data sources,
the authors also utilized secondary data, primarily from
published reports and other relevant sources.

This paper integrates theoretical research with
practical surveys and employs flexible qualitative
research methods such as analysis, comparison, and
synthesis of information. These methods serve as the
basis for making judgments and assessing personal data
security to fulfill the objective of enhancing personal
data security in the commercial banking system.
Additionally, the paper proposes solutions to improve
personal data security.

Current situation of personal data security in
Vietnam commercial banking system

Over the last period of time, the situation of personal
information being leaked in Vietnam, particularly, and
in the world, in general, is very alarming, and commonly
takes place in cyberspace. Information leaks mainly
occur from two angles: first, because users lack a sense
of protection, and can easily reveal personal information
or accidentally disclose it due to non-compliance with
regulations. Second, it is because commercial banks
violate regulations in the use of subjective personal
information, such as using personal information for
unauthorized purposes or not complying with legal
regulations. This can involve intentional misuse by
commercial banks or individuals, or it may be due to a
lack of understanding and incomplete awareness among
commercial banks and individuals, as well as a lack of
specific rules, regulations, instructions, supervision,
inspection, and sanctions to ensure implementation.

Personal data is not only the property of individuals
and the commercial banks that manage and use that
information, but also the property of the nation.
When personal information is leaked or disclosed in
cyberspace, it will cause extremely dangerous risks for
users as well as for the commercial banking system that
has the function of managing and using that information.
These risks can be expressed through forms such as
identity theft for borrowing money, fraud, unauthorized
money withdrawal, kidnapping, and blackmail. The
loss of personal data not only complicates the digital
transformation process and leads to asset losses forusers,
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but also imposes additional burdens on commercial
banks due to the costs of remediating personal data
breaches.

To evaluate the current state of personal data security
in the commercial banking system in Vietnam, the
authors conduct an assessment through the following
perspectives:

Firstly, data is the core of digital transformation. The
more intensive the digital transformation, the greater
the amount of data required by commercial banks, the
higher the data processing requirements, thus the bigger
risk of data security

The digital transformation revolution in the world
from the 15th century until now has gone through many
stages, specifically: (i) in 1440, the printing industry
began to appear and lasted for 310 years, (ii) in 1750,
the mechanization revolution broke out, changing the
world’s industry. This revolution lasted 155 years. (iii) in
1905, the electrification industrial revolution promoted
scientific development, and it lasted for 77 years, (iv) in
1982, the world had invented automation technology,
offering many advanced technology system solutions to
promote economic development. (v) in 2020, Artificial
intelligence has gradually replaced humans.

As artificial intelligence continues to develop
rapidly, data and data processing have become the
essence of artificial intelligence in the digital age, or in
other words, data is the core of digital transformation.
Therefore, any commercial bank aiming for successful
digital transformation must prioritize attention to data
and data security. Currently, many digital banking
activities rely on personal data or data owned by
commercial banks, such as opening accounts,
authenticating transactions, identifying customers,
analyzing risks, and providing financial services. To
reduce operating costs, reach more customers, and
enable faster and more accurate decision-making based
on timely reporting systems, as well as to optimize
employee productivity to support the sustainable
growth and development of commercial banking
systems, both the digital banking system and the
commercial banking system as a whole must undergo
more profound transformation. Digital transformation
is one of the foremost concerns for commercial banks
today. When digital transformation is prioritized, it
contributes to promoting a positive change in work
culture, operational methods, leadership, and work
processes. However, as commercial banks intensify
their digital transformation efforts, they require
increasingly larger amounts of data, leading to higher
data processing requirements and consequently
greater risks in terms of data security.

Secondly, data breaches in Vietnam and around the
world are increasing rapidly

In recent years, there have been many major cases
of disclosure, theft, and trading of personal data in the
world, specifically:

- In 2013, Yahoo experienced a breach affecting
3 billion user accounts.

- In 2016, Uber had the information of 57 million
users stolen and paid $100,000 to hackers to delete the
stolen data and conceal the breach.

- In 2017, Friend Finder Networks had 412 million
user accounts stolen.

- In April 2021, Facebook had the personal data of
533 million users exposed.

- In September 2022, Optus (Australia) experienced
abreach affecting personal data of 9.8 million customers,
accounting for 40% of the population.

- In October 2022, Singapore’s e-commerce platform
Carousell had the data of 1.95 million users exposed.

In Vietnam, there are also many major cases of
leaks, theft, and trading of personal data:

- Vietnam’s leading Internet and Technology
Company (VNG) exposed more than 163 million
customer accounts.

- Mobile World and Dien May Xanh exposed more
than 5 million emails and tens of thousands of payment
card information

- Vietnam Airlines revealed 411 thousand Golden
Lotus member accounts

- A Vietnamese bank leaked information of 2 million
customers

- Facebook exposed information of 50 million
Vietnamese users.

According to the Ministry of Public Security, in
2019-2020, 1,300 GB of personal data of billions of
Vietnamese individuals were illegally bought and
sold on the black market. Mr. Ngo Tuan Anh, General
Director of SCS Cyber Security Company, stated, “This
is just the tip of the iceberg because, in reality, there are
still many undiscovered cases.” These data leaks mainly
originate from cyber attacks aimed at stealing valuable
assets, which seriously affect the reputation or brand
of the commercial banking system. Customers lose
trust due to lack of protection, resulting in substantial
financial losses for both customers and commercial
banks. Additionally, commercial banks’ operations
may be disrupted, and they can face legal action for
information disclosure or leakage.
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Thirdly, the damage to the economy from the costs
of dealing with data breaches is huge and increasing.

On an average in the world, the cost to handle a data
breach tends to increase between 3.5 and 4 million USD
as shown in Figure 1.

Figure 1. Average data breach handling costs globally
in the period 2014 - 2019

41
40
39
38
37

36

3.5
34

3.3

32

2014 2015 2016 2017 2018 2019

Handling costs - Linear (Handling costs)

Source: Ponemon 2019 data breach costs report

In Vietnam, there are no statistics available on the
average cost to handle a data breach. However, in recent
years, there have been situations where information has
been leaked, resulting in the loss of assets for individuals
and commercial banks. This inevitably leads to data
breach handling costs for the affected commercial
banks. In any commercial bank, the aim is to optimize
costs at the lowest level to achieve the highest profit
performance. However, this becomes challenging
when commercial banks have to bear additional costs
associated with handling data breaches. These costs
significantly impact business performance and affect all
aspects of the business situation. The competitiveness
of commercial banks experiencing data breaches is
reduced, leading to a loss of trust from customers, a
decrease in market share, and in some cases, closure.

Causes of personal data being violated and stolen

Firstly, the causes due to non-technical factors
(this cause often accounts for a large proportion) are
specifically expressed as follows:

+ Commercial banks collect a lot of data but do not
invest in security software enough to protect its safety.

+ Information leaked from data management staff,
stolen for personal purposes, illegally traded; the
third party colludes with the commercial bank’s data
management staff to illegally share data.

+ Online fraud aims to collect personal information,
collected through the creation of websites and social
network accounts.

+ Awareness of wusers’ personal information

protection is still low; Information subjects are careless
and arbitrarily provided, especially on social networks.

Secondly, the cause is due to technical factors,
shown through:

+ Information systems have not yet approved and
fully implemented plans to ensure information security
by level.

+ Information systems are not invested in appropriate
solutions to ensure network safety and security, leading
to attacks, exploitation, and data theft.

+ Low awareness of controllers, data processors and
system administrators, non-compliance with regulations
leads to attacks, exploitation and data theft.

Some solutions to secure personal data

Firstly, users - data subjects need to protect and
preserve personal information to limit risks in the
network environment, through doing the following:

+ Understand and exercise the rights of data subjects
regarding their personal information.

+ Be wary of fake links, emails, strange messages,
websites that ask to fill in personal information; Only
provide personal information to trusted and truly needed
commercial banks.

+ Do not access, download files, or provide personal
information on websites of unknown origin.

+ Use strong passwords for all accounts, strong
passwords (long enough, have a variety of characters,
do not overlap across services, change periodically).

+ Use multi-layer authentication if possible, 2-layer
authentication via email, phone number, authenticator
to generate OTP.

+ Do not log in your account number on public
devices or strange devices capable of attaching key
loggers. Be wary of free wifi.

+ Install anti-virus software on your computer (you
can use Windows’ default defender) and on your phone
to avoid malware infection.

+ Do not install applications or crack software of
unknown origin.

+ Be wary of online scams.

Secondly, commercial banks - data controllers
protect the most important and valuable asset, which
is personal data, through performing the following
tasks:

+ Compliance with legal regulations: commercial
banks need to carefully study to comply with the legal
regulations in Decree 13/2023/ND-CP on personal
data protection, especially the requirements for system
safety, processes, impact assessment records... At
the same time, fully implement measures to ensure
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information security by level (ND85/2017/ND-CP;
Circular 12/2022 /TT-BTTTT and TCVN 11930).

+ Promulgate specific and clear information security
and personal data protection regulations and policies;
through the full promulgation of rules and regulations to
protect personal information; processes, procedures, and
instructions for exploiting personal information; widely
announced, trained and have mandatory sanctions;
Establish policies and procedures for managing access
and data exploitation rights for each employee; classify
personal data and implement protective measures
corresponding to the level of sensitivity.

+ Training and raising awareness for employees and
customers, by regularly training and raising awareness;
training on regulations, requirements in handling
personal data, security procedures and legal regulations;
ensure all employees are fully aware, receive detailed
instructions, understand and comply with personal data
protection regulations; Strengthen communication and
connect information to customers about personal data
protection.

+ Invest in system security and data protection
solutions, such as: deploying safe technical solutions,
strong security and appropriate organization to ensure a
level of personal data security and safety for commercial
bank information systems; Strengthen security
techniques, encryption, authentication systems, limit
access and monitor the system; enhancing customer-
friendly solutions for online services: SMS OTP,
Soft OTP, Token OTP, Biometrics, Digital Signature;
Periodic software updates to protect against cyber
threats and hackers.

+ Assess, manage risks and prepare to respond: need
to regularly assess risks and have risk management
solutions related to personal data; Regularly analyze
potential threats, identify weaknesses in the system and
ensure the implementation of ready response solutions;
develop plans to inspect and monitor personal data
protection; building backup data centers, modern
data storage and recovery solutions; Prepare incident
response plans: prevent denial of service attacks (Dos,
DDos), APT attacks, anti-malware, botnet,...; Join the
national network security incident response network.
Enhance coordination and rescue capabilities, and be
ready to participate in incident resolution when required.

Thirdly, implement the process of ensuring
information security and data protection through
the development of policies, risk management, and
standards at commercial banks, and data security
should be implemented. individuals according to the
following process:

Infrastructure security -> Application security ->
Data security -> customers

Fourthly, focus on harmonizing three key elements:
process - technology - customers

The weakest of the three factors above is the
customer factor, because customers are often subjective,
which can lead to careless behaviors such as: weak
passwords; poor awareness of information security and
data protection; Staffs in commercial banking systems
have weak protection skills; outdated policies and
regulations; lack of funding for updates and upgrades;
lack of attention, inspection, and urging from superiors.

Conclusion

Personal data security is not only a crucial asset for
commercial banks but also for the country as a whole.
Therefore, it is imperative for the commercial banking
system to prioritize the absolute security and safety of
personal data in order to safeguard customers’ financial
well-being. When personal data is securely protected,
banks can optimize their operating costs by avoiding the
expenses associated with handling information breaches.
Consequently, this enhances the operational efficiency
of banks, facilitating their sustainable development
and growth. To achieve this goal, banks need to advise
users-the data subjects-on the importance of protecting
and preserving personal information to mitigate risks in
the cyber environment. Additionally, commercial banks
should regularly monitor data to safeguard their most
valuable assets-personal data. Implementing processes
to ensure information security and data protection
involves the development of policies, risk management,
and standards at commercial banks. This requires a
focus on harmonizing three key factors: processes,
technology, and customer engagement.
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Abstract: Logistics is a service chain activity from the pre-production stage until the goods are distributed to
the consumer. Today, the development of the digital economy leads to strong competition between businesses.
Especially due to the impact of the COVID-19 pandemic and the Russia - Ukraine conflict, the supply chain was
disrupted and reversed. Many logistics businesses have difficulty and have a negative impact on the economy.
This cause required promoting the digital transformation process in the logistics industry in general and logistics
businesses in particular to take advantage of scientific and technological achievements to improve corporate
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management, and competitiveness, reduce cost, and bring high efficiency to businesses.
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1. Introduction

Due to the impact of the COVID-19 pandemic,
along with global risks, and economic and political
instability in recent years, both domestic and
international trade have faced difficulties. In response
to the challenges posed by the recent epidemic and
to capitalize on the ongoing digital revolution,
Vietnamese logistics services need to undergo a
swift digital transformation. This revolution presents
both challenges and opportunities for businesses,
urging them to transform traditional production
organization methods.

The article focuses on researching digital
transformation in the logistics industry in Vietnam
using qualitative methods through document
research. The data used in the article is compiled
from secondary sources, including Government
decisions and plans, logistics reports from the
Ministry of Industry and Trade, Vietnam Report, and
other relevant sources.

2. Literature review

2.1. An overview on logistics and digital
transformation

An overview on logistics

Christopher(1997)definedlogisticsasthestrategic
management of the procurement, transportation, and
storage of raw materials, parts, and finished goods
inventory, along with the flow of related information
through an organizational process. It involves the
organization and implementation of marketing
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channels. Logistics extends beyond handling or
transportation; it also encompasses a combination of
activities such as communication, customer service,
localization, and logistics (M. Christopher, 1997,
and M. C. Cooper, 1997) and is closely related to
trade and production planning (Lambert, 2008).

In 2001, the Council of Supply Chain
Management Professionals introduced a precise
and comprehensive concept of logistic as a part of
the supply chain cycle, including the processes of
planning, implementing and controlling effectively
the storage and flow of goods and services, two-way
communication between the point of origin and the
point of consumption to meet customer needs.

The Commercial Law in 2005, for the first time
introduced the concept of logistics as commercial
activities, followed by traders carry out one or
more task including receiving goods, transporting
goods, storage, customs clearance, other paperwork,
customer consulting, packaging, marking, delivery
or other services related to goods according to
negotiate with customers to receive remuneration.
Logistics services are transliterated in Vietnamese as
logistics services (Article 233).

Although there are many different perspectives,
concepts of logistics services can be divided into
two groups:

(i) The first group (narrow definition) considers
logistics to be almost similar to goods transportation
activities.
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(i) The second group (broaden definition)
considers that logistics has an impact from the
pre-production stage until the goods reach the
final consumer. Accordingly, logistics services
are associated with the process of importing raw
materials as inputs for the production process,
producing goods, and putting them into circulation
and distribution channels to the final consumer.
Thus, a professional logistics service provider
requires expertise to provide “full package” services
to manufacturers. This is a highly specialized job.

Digital transformation in logistics

Logistics digital transformation is the process
of applying digital technology to activities in the
supply chain with the aim of overcoming stagnation,
creating breakthroughs to enhance competitiveness,
reducing logistics costs, expanding customer base,
and achieving maximum profits superior to those
before the digital transformation.

According to the Ministry of Planning and
Investment(2021), digital transformationinbusinesses
is defined as “the integration and application of
digital technology to improve business efficiency,
management efficiency, and competitiveness.” of
businesses, creating new values”.

In conclusion, digital transformation in
Vietnamese logistics businesses is the process of
logistics businesses applying digital technology
and exploiting the digitalization process to improve
corporate management, innovate operating methods
and service quality, develop relationships between
partners with businesses, customers, value chains,
and business ecosystems to adapt to the changing
requirements of the market and the economy.

2.2. Benefits and platform technology in digital
transformation for the logistics industry

2.2.1. Benefits of digital transformation for the
logistics industry

* Increased Efficiency

Digital transformation in the logistics field will
help improve efficiency in transformation activities.
Real-time shipping rates, paperless orders, and
maximum automation of processes will significantly
improve operational efficiency. To do this, logistics
businesses need cloud-based software from vendors
that allows for centralized tracking and recording
of transactions. With the help of this technology,
logistics companies can provide customers with

detailed progress information to ensure the best
performance and quality.

* Facilitates Trust Among stakeholders

The logistics industry is taking a big step forward
by integrating blockchain-enabled digital shipping
solutions within companies. This move builds trust
between partners and helps the industry realize its
ambitions for greater technological advancement.

Digital transformation in the logistics sector has
made it possible for customers to track their orders
from start to finish, delivering the benefits of saving
both time and money. When people want to know
when they can expect their shipment or if any changes
have occurred, they don’t need to ask anymore; they
can go online or receive automated messages with
all the relevant information. Additionally, when all
parts of the process are fully informed, everyone
benefits: trust increases and obstacles decrease.

* Enhanced Routing

Investment in advanced software has led to a
major change in the logistics industry - improving
routing. Thanks to digital transformation in supply
chains and logistics, drivers can easily identify the
most efficient routes with minimal navigation risk
and delays. If there are congestion issues such as
road works or traffic accidents, alternative routes
will be suggested to reach your destination without
delay. Financially, this technology helps logistics
companies save money by allowing vehicles to use
shorter routes, drive fewer kilometers, and consume
less gasoline.

* Intelligence in Transportation

Logistics processes have seen an increase in
data since the digitization of operations. Therefore,
businesses should consider investing in advanced
analytical techniques to make better decisions in
the logistics industry. Al and Cognitive Computing
software development services are necessary
to make informed decisions about marketing
strategies. However, they can also provide supply
chain management services, process optimization,
cost savings, improved customer experience, and
enhanced end-to-end communication.

* Preventive Fleet Supervision

Al-powered predictive maintenance in supply
chain and logistics is a boon for companies. It
allows them to identify vehicle problems and take
preventative measures remotely. By identifying
vehicles in need of repair early, teams can quickly
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respond to minimize downtime, significantly
reducing costs. It brings cost benefits and customers
know that the logistics company provides reliable
services giving them peace of mind.

2.2.2. Platformtechnology in digital transformation
for the logistics industry

Digital transformation in logistics businesses
depends on scientific and technological advances.
Currently, depending on the scale, needs and
capabilities, businesses apply technology at
different levels, which may be related to popular
arts such as: Blockchain, Internet of Things. (IoT),
Artificial Intelligence (Al), Cloud Computing, Big
Data and Data Analytics, Warehouse Automation
(Warehouse Automation) and Robotics. This shift
helps logistics businesses speed up innovation,
make better decisions, engage customers throughout
their journey, incorporate organizational agility, and
increase automation.

3. Results and Discussions

3.1. Achievements in logistics digital transformation
in Vietnam

The logistics industry has long been a key
service industry with high added value, serving as
a foundation for trade development and improving
the competitiveness of the economy. According to
the Vietnam Logistics Service Business Association
(VLA), the growth rate of the logistics industry in
Vietnam in recent years has reached about 14%-
16%, with a scale of about 40-42 billion USD/year.
However, the ratio of logistics costs to Vietnam’s
national GDP is 18% of GDP, while this figure
in developed countries is only 9-14%. That just
shows that Vietnam’s logistics costs are still quite
high compared to other countries in the region such
as China, Thailand... The reason may come from
limitations in seaport infrastructure associated
with post-port services; Logistics infrastructure
planning, including seaports, inland ports, logistics
centers, depots, truck parking lots, container
trucks... is not effective.

Therefore, applying digital technology is a
necessary requirement to cut costs. Additionally,
logistics digital transformation will help improve
efficiency in transportation processes. Real-time
freight rates, paperless bills of lading, and maximum
automation of processes will significantly enhance
operational efficiency. Digitalization in the logistics
industry is a transparent and effective solution to
help reduce difficulties caused by supply chain

disruptions since the outbreak of Covid-19 and the
Russia-Ukraine conflict.

Logistics businesses have correctly recognized and
appreciated the importance of digital transformation
for production and business activities. According to
Vietnam Report (2022), 100% of logistics businesses
have increased investment in digital transformation,
of which 86% of businesses expect the application
of digital technology and digital transformation will
bring significant benefits in terms of productivity and
business performance in the future, 36% of businesses
believe that introducing technology into the logistics
journey will enhance global customer experience. The
level of application of digital technology in logistics
businesses is increasing and becoming a key trend in
businesses’ strategies. Logistics businesses have made
certain progress in the digital transformation process.
Specifically, in addition to technology platforms that
have been around for a long time and are commonly
used in the activities of logistics businesses, emerging
technology platforms have been applied by businesses,
of which there are about 68% of logistics businesses
have deployed digital transformation platform
technology applications in business operations such
as [oT (19.4%), cloud computing (18.4%), artificial
intelligence (18.4%), blockchain (14.3%), big data
and analytics (7.1%), warehouse automation (10.2%)
and Robotics (12.2%).

Information technology applications and
application trends in logistics businesses

% OF BUSINESSES RESPONDING

ENouse ®Using M Intended use

AUTOMATIC GUIDED VEHICLE 61.11 27.78
VEHICLE ROUTING PLANNING 61.11 19.

BARCODE SCANNING

i\

TRANSPORT MANAGEMENT SYSTEM (TMS)

WAREHOUSING MANAGEMENT SYSTEM (WMS) s 16.67

|

ORDER MANAGEMENT SYSTEM (OMS)

16.67

Source: Vietnam Report, 2022

With the unwanted effects of the COVID-19
pandemic and the Russia-Ukraine conflict, 58%
of logistics service providers have shortened
their technology roadmap, the proportion of
businesses with high and very high levels of
technology application is increasing rapidly in many
fundamental technologies, of which robotic process
automation (RPA) reaches 100%, big data reaches
80%. All stages of logistics business operations

FORWARDING MANAGEMENT SYSTEM (FMS) g
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have also begun to apply digital technology, of
which 75% of businesses are using FMS (freight
management software); 63.89% of businesses are
using OMS software (order management software)
and WMS (warehouse management software);
61.11% of businesses are using TMS (transportation
management software); 47.22% of businesses use
barcode scanning; 19.44% of businesses use Vehicle
routing planning and 11.11% of businesses use
Automatic Guided Vehicle.

According to the Vietnam Logistics Service
Business Association (VLA 2022), the application
of science and technology to logistics activities is not
synchronous, but is initially effective. Vietnamese
logistics businesses are providing from 1-17 different
types of logistics services according to regulations
in Decree No. 163/2017/ND-CP. The main services
are forwarding, transportation, warehousing and
customs declaration. About 46% of businesses are
applying different types of technology, depending
on the scale and nature of each business’s service,
bringing high efficiency in business. Notable among
them are customs declaration services (almost 100%
electronic), tax payment (100% electronic invoices),
seaport operation management services, and
freight vehicle itinerary management, warehouse
management,... However, digital transformation
in the logistics field is still facing many difficulties
such as lack of connectivity in the system, lack of
information about digital technology, lack of digital
technology infrastructure and lack of internal human
resources to apply digital technology, difficulties in
investment costs, application of digital technology,
difficulties in changing habits and business practices,
low service quality... In addition, about more than
90% of small and medium-sized enterprises have
difficulty choosing technology suitable for their
service activities.

3.2. Challengesinlogistics digital transformation
in Vietnam

In the effort to digitally transform logistics, many
difficulties and challenges still exist. In particular,
we must mention:

* Finance

Financial potential is one of the challenges
in logistics digital transformation in Vietnam
today. According to a report by the VLA, 90% of
Vietnamese logistics businesses have capital of less
than 10 billion VND, 5% have capital of 10 - 20
billion VND. With such a capital scale, investing

in expensive digital technology solutions is very
difficult.

Digital technology solutions in logistics often
require large investments in infrastructure, equipment,
software and human resources. For example, to deploy
a smart warehouse management system (WMS),
logistics businesses need to invest in barcode scanner
systems, handheld devices, WMS software, etc. The
cost for these solutions can reach billions of dong. In
addition, digital transformation also requires logistics
businesses to have a workforce with high professional
qualifications and technological skills. However, this
human resource is currently still limited in Vietnam.
Therefore, financial potential is a big challenge for
Vietnamese logistics businesses when implementing
digital transformation.

* Technology

In general, Vietnam’s logistics industry is still
quite backward in technology, especially in small
and medium enterprises. These businesses often use
manual, traditional methods in management and
operations, leading to low efficiency, high costs and
lack of flexibility.

Having a workforce with technological
knowledge and skills is an important factor in the
logistics digital transformation process. However,
in Vietnam, there is still a shortage of human
resources with high professional qualifications and
technological skills. This can create challenges
in implementing and managing new technology
solutions. Besides, the application of new technology
also raises issues related to information security and
privacy.

* Human

Human resource shortage: The demand for
logistics human resources is increasing, while the
supply cannot keep up. According to a report by
the VLA, by 2030, the need for Vietnam Logistics
human resources will reach about 200,000 people,
while currently only meeting about 10% of the need.

Human resource level does mnot meet
requirements: Most of the current logistics human
resources have not been properly trained in digital
transformation. They lack knowledge and skills
about new technologies, such as artificial intelligence
(AI), machine learning (ML), big data,...

Afraid of change: Some logistics employees
are afraid of change and afraid of learning new
technologies. This leads to them not actively
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participating in the digital transformation process of
the business.

* Lack of cooperation between logistics businesses

Lack of uniformity in applying common standards
and protocols can reduce the ability to interact
and integrate between systems and platforms of
logistics businesses. Impacts the ability to exchange
information, manage data and optimize processes.

Logistics businesses can use different systems and
technologies, from manual processes to automated
distribution or warehouse management systems.
This difference makes integration and information
sharing complex, requiring a lot of effort to achieve
compatibility. Besides, in a competitive environment,
logistics businesses may tend to keep information
and data to themselves, not wanting to share with
competitors. This can cause lost opportunities to
create added value through information sharing and
multilateral interactions.

* Highly dependent on old, outdated systems

Relying too much on old systems is a big
challenge in logistics digital transformation. These
systems are often inflexible, unable to scale and
integrate with new technologies. This over time
leads to problems such as:

Lack of efficiency: Legacy systems are often
slow, inaccurate, and unable to automate processes.
Wastes time, costs and human resources.

Lack of adaptability: Failure to respond to rapid
market changes, leading to loss of customers and
business opportunities.

Lack of security: Legacy systems are often
vulnerable to security attacks, leading to loss of data,
assets and business reputation.

4. Recommendations and solutions
4.1. Recommendations

It must be affirmed that the successful application
of IT and digital transformation in enterprise
logistics is a decisive factor in the development of
logistics services to meet the needs of improving
the competitiveness of our country’s import and
export goods. in the context of the current strong
development of e-commerce, adapting to the global
supply chain being seriously disrupted due to the
COVID-19 epidemic, military conflict between
Russia and Ukraine as well as climate change causes.

According to the Agility 2022 rankings, Vietnam’s
logistics market is ranked 11th in the group of 50
global emerging logistics markets. The compound

annual growth rate (CAGR) for the period 2022-
2027 of Vietnam’s logistics market is forecast to
reach 5.5%. Vietnam is currently the leading country
among ASEAN countries in the number of logistics
service businesses licensed by the US Maritime
Administration (FMC).

The trend of digital transformation is becoming
increasingly popular and accelerated. In particular,
in the logistics industry, technology does not stop
with “track & trace” - control and monitoring, but
many businesses are looking for ways to display
their entire supply chain. According to a survey by
Alloy Techonologies, 92% of logistics company
executives believe that supply chain management
ability is an important factor for success. However,
only 27% of them have found a way to successfully
digitally transform their businesses. This shows
that digital transformation is an inevitable trend
in the logistics industry, but not all companies are
capable of successful digital transformation. So
what solution helps digitally transform the Logistics
industry in Vietnam?

4.2. Digital transformation solutions for the
logistics industry in Vietnam

4.2.1. Solutions from state management agencies

* Propose the implementation of an action
program to improve the application of modern
Science and Technology. The focus is on investing in
digital infrastructure to meet the increasing demand
for connectivity and data processing. Stimulate
cooperation between Information Technology
corporations to build and transfer logistics software to
businesses in Vietnam at preferential prices, to create
opportunities to use and participate in transformation
activities in a fair and comprehensive manner.

* Research and apply advanced technologies
and techniques in management, operations and
training in the field of supply chain and logistics
services. Encourage and guide businesses in a
number of industries to apply advanced supply chain
management models in production and business.

* Propose to issue preferential policies on taxes,
land rental and loan interest rates, to support logistics
businesses to invest in warehouse networks and
automatic goods classification systems.

* Continue to improve the legal framework on
logistics services, especially security issues and
cooperation in preventing cybercrime. Integrate
network monitoring functions, ensuring network
safety and security right from the design and
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construction stage. Research, amend and promulgate
new policies and laws regulating logistics services,
multimodal transport, and cross-border transport in
e-commerce.

» Strengthen the connection and cooperation
between state agencies, organizations and businesses,
including associations and organizations in the
Information Technology and Logistics industries,
to create synchronous efficiency in comprehensive
digital transformation efforts.

4.2.2. Solutions from the businesses

e Change thinking and vision: Businesses
operating in the field of logistics need to be clearly
aware of the urgency of digital transformation
and consider it an inevitable factor if they want to
maintain their position in the market. In particular,
the most important factors of this great event lie
in people, thinking and culture. Changing thinking
about digital transformation must start from the
leadership level. Coordination between logistics
businesses, associations and universities to provide a
knowledge base for human resources in the industry
is also very important.

* Ensure a clear and appropriate roadmap: Digital
transformation needs to be implemented firmly and
follow a roadmap suitable for each specific business.
This transformation process takes place from
digitizing data, to digitizing processes, changing
business models to digital platforms suitable for
automation processes. In each stage, businesses need
to plan carefully, choose appropriate processes, find
reliable suppliers in terms of reputation, quality and
financial capacity to build a linked digital system
with common standards and easy data retrieval.

* Investing in technology, changing management
methods: Investing in technology and changing
management methods will help logistics businesses
compete fairly with foreign competitors, even have
an advantage. For small logistics businesses, they
can participate in niche markets, small scale and
simple product categories, to serve retail businesses,
individuals doing business online on social networks
or mobile application platforms. The niche market will
be consistent with the scale and quality requirements
of logistics services of these businesses.

* Building human resource strategies: Logistics
businesses need to develop strategies and plans for
training, recruitment, and use of human resources
appropriate to the conditions of the business,
through building a system of criteria, cooperating,

linking, and sharing resources with training
facilities in the logistics industry to recruit and order
training according to business needs. In addition,
businesses proactively build facilities, implement
internal training programs, and encourage officers
and employees in the business to self-study and
accumulate knowledge and experience in applying
information technology into practice.

* Research thoroughly and seek advice:
Logistics businesses need to research meticulously
and thoroughly to choose the appropriate digital
transformation model. This includes learning about
new technologies and seeking advice from digital
transformation service providers to determine the best
direction. The ability to interact closely with businesses
in the logistics industry and seek cooperation from
partners with strong financial backgrounds can help
improve the financial viability of businesses. Thereby
providing stable resources to develop technology and
attract high-quality human resources.

* Synchronization and flexibility: During the
digital transformation process, businesses need
to transform in a consistent and flexible way. This
helps connect stakeholders in the chain, including
ports, carriers, agents, forwarding companies
and warehouses, to share data and increase chain
efficiency. At the same time, prioritize investment
in necessary modules that allow the integration of
digital technologies, to comprehensively synchronize
business systems in a sustainable manner.
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Abstract: This research discusses Central Bank Digital Currency (CBDC) and its impacts on monetary policy (MP)
through assumptions made on three CBDC issuance scenarios. Experts believe that CBDC can support MP and
provide real-time access to relevant data. Additionally, CBDC, managed directly by central banks, allows for faster,
auditable, and transparent interbank payment systems based on blockchain technology. Overall, central banks
influence MP by adjusting short-term interest rates. Furthermore, monetary authorities reduce long-term interest
rates by purchasing long-term government bonds, known as quantitative easing, increasing the money supply.
CBDC can support the goal of increasing the money supply by providing direct access to the central bank's digital
currency for citizens. Moreover, CBDC enables governments to access real-time currency demand data.
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1. Introduction

There has been extensive discussion in recent
years regarding the role of Central Bank Digital
Currency (CBDC) in economies and whether
cash should be eliminated. Some central banks
have initiated the decision-making process on
whether to introduce CBDC into their respective
economies. For instance, officials at the People’s
Bank of China expressed the desire to issue their
own digital currency to support their digital
economy.

When central banks issue CBDC, several
important questions arise: Should central banks
eliminate physical cash from circulation? How
will optimal monetary policies be shaped? What
benefits can be maximized if commercial banks
and individuals can choose between physical cash
and CBDC? Quantitatively, what are the welfare
benefits of introducing CBDC?

2. Digital currency
2.1. Concept

Digital currency (DC) or cryptocurrency
is seen as a combination of two elements: an
asset factor and a mechanism allowing payment
through distributed ledger technology (DLT). DL
is a shared accounting ledger system updated in
real-time through a secure network of computer
nodes.
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Digital currency is created through complex
cryptographic algorithms, traded, and exchanged
entirely over the Internet and currently not
managed by any individual or organization (unless
directly issued by central banks). Examples include
Bitcoin and Ethereum. While cryptocurrencies
have virtual origins, they are evolving to possess
characteristics of traditional currencies, such as
convertibility, payment capabilities, with less
emphasis on being a stable store of value due to
high volatility.

Despite its virtual nature, digital currency still
has a long way to go before becoming widely
recognized as legal tender. The crucial reason
for this is the lack of recognition by national
central banks. Without this recognition, digital
currency lacks assurance and cannot be widely
exchanged like traditional currencies. Currently,
digital currency is being developed to harness the
advantages and benefits of blockchain technology,
such as low transaction costs, high security,
convenience, and speed, rather than functioning
as actual currency.

The term “digital currency” in the publications
of the Bank for International Settlements (BIS)
is used narrowly, referring to cryptocurrencies.
This definition excludes physical currency like
banknotes and coins and excludes electronic
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currency stored on other devices, even though both
are held as digital currencies in digitized form.

2.2. Some limitations of digital currency

Firstly, digital currencies currently operate
poorly and do not fulfill the fundamental roles of
currency. It is crucial for the public to note that
current digital currencies perform inadequately,
failing to truly exhibit the three main functions
of currency: serving as a medium of exchange
(circulation medium), a means of payment, and
a store of value. Few merchants accept them as
a medium of exchange, and retailers often adjust
prices in digital currencies based on their exchange
rate fluctuations, indicating that digital currencies
are not widely used as a unit of payment. Lastly,
their prices compared to fiat currencies are much
more volatile, making them less suitable for
storing value.

Secondly, technical issues such as scalability,
security concerns, interactivity, and transaction
reversibility pose significant challenges. For
instance, in fraud cases, transaction reversibility
is not compatible with the typical function of
Blockchain, and the high energy consumption
associated with transaction confirmation processes
is a significant concern. It is believed that these
technical flaws are challenging to overcome.
However, consumers are willing to embrace
payment innovations with limited applications as
long as these applications have clear and attractive
functions. In this context, several factors can
support public demand for digital currency.

2.3. Some factors driving the use of digital
currency

Firstly,  digital currency allows for
pseudonymous transactions, thereby preserving
privacy. However, for face-to-face transactions,
cash transactions remain preferable, leaving
no traces. Ultimately, if digital currencies are
widely used, governments need to take steps to
limit negatives stemming from the anonymity of
transactions.

Secondly, digital currency can be purchased
for speculative purposes. This is a key motive
supporting the demand for digital currency,
with Bitcoin being the most popular (Bohme et
al., 2015). However, this argument is based on
the scarcity of the supply, a factor in complete
contrast to the widespread use of digital currencies
as a medium of exchange, demanding an elastic

supply. Additionally, changing regulatory rules for
supplying digital currency may be challenging in
current systems, as such decisions would have to
be made by users and could harm their interests,
potentially causing a decrease in the value of
digital currencies.

Lastly, digital currency can be used for quick
and cost-effective global payments. For example,
in remittances, the cost with Bitcoin support is
lower than ten times compared to using traditional
services, and payments can be executed in minutes
instead of days.

3. Scenarios for the proliferation of digital
currency and the impact of digital currency on
monetary policy

3.1. Scenarios for the proliferation of digital
currency

Three scenarios using digital currency are
described in the following table:

Impact on the
size of the
balance sheet

Probability of
occurrence
Central Bank

Reserves | Cash

Impact on demand
Script

Central | Commercial

Deposits Bank Banks

' Not Not
A Internal use High applicable | applicable
B1: Minimum Not
. A Low - - ) - +
B- Convergence |banking services applicable
B2: Full services | Very Low - - - - +
cl-No Not Not

community High/Everage | -/=

access applicable | applicable

C- Central bank

. C2- Minimum
digital currency

. Low ? - - ? ?
services

C3- Maximum

) Very Low ? - - ? ?
services

Source: Christian Pfister (2017)

Note: Symbols (+, -, or =) indicate the expected impact. A question mark
implies the expected impact could be either positive or negative.

In the first scenario, labeled A, financial
institutions will only use Digital Currencies
(DC) internally, within private DC programs. As
a result of the liquidity savings enabled by using
Distributed Ledger Technology (DLT), banks
will require fewer central bank reserves to settle
final transactions. Given the technical issues are
addressed (as mentioned in section 2.2), this
scenario could be considered feasible.

In the second scenario, labeled B and
potentially encouraged by regulatory authorities
if DC usage is for community circulation, there
will be a convergence of DC banking programs
and activities, with DC deposit-taking initiatives
and credit distribution and/or bank-issued DC
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projects. In the first case, DC programs at certain
points will be submitted to regulatory agencies
under the same requirements as banks; in the
second case, DCs will be supported by an issuing
organization (bank), thus differing significantly
from current DCs like Bitcoin. In both cases, the
monetary consequences will vary depending on
the services provided by the DCs: with minimal
payment services offered, DCs could replace cash
and unseen deposits (Scenario B1); if Distributed
Ledger (DL) technology allows interest payments
for DCs, they could also replace interest-bearing
deposits and fixed-term deposits (Scenario B2
including B1). However, due to the superiority of
cash-like DCs in preserving privacy mentioned
above, Scenario B1 is considered unlikely or at
least not desirable for everyone to have access to
DL for use that someone has created from DCs.
Therefore, Scenario B2 is more challenging to
occur than Scenario B1.

In the third scenario, labeled C, the central
bank will issue a Central Bank Digital Currency
(CBDC). Assuming that Scenario C can materialize
in two situations: following the central bank’s
initiative and simultaneously with or following
A (cyber-attack strategy) or to meet Scenario B
(defensive strategy).

The main advantage of Scenario C will lie
in the high credibility of the central bank. Only
the central bank can ensure a fixed exchange rate
between CBDC and legal tender, as it can create
both without limit. The consequences of Scenario
C will at least partially and at most reverse
Scenarios B. If access to CBDC is reserved for
banks in private DC programs (Scenario Cl1),
the decrease in reserve demand will be smaller
than in Scenario A to the extent that Scenario A
is considered possible, and Scenario C1 may also
be considered possible. If access is opened to the
public (Scenario C2 is assumed to include C1 in
the latter part, as it will be odd and probably also
difficult, to allow the public, and not the banks,
to use CBDC), then CBDC can also replace cash,
including bank deposits. In fact, Scenario C2
can be understood as part of a plan, along with
withdrawing  large-denomination  banknotes,
to gradually reduce the use of traditional cash
to make funding for illegal transactions more
difficult and lower the operating costs of managing
currency. Scenario C2 is seen as the most that can

be like Scenario B1. One last possibility (Scenario
C3 is assumed to include both C2 and therefore
also C1) can be seen as a contrast to Scenario B2
with central banks. Replacing Commercial Banks
and DC Projects: Access to CBDC for Central
Banks. In scenarios involving the use of CBDC,
it is assumed that CBDC will earn interest and be
used for credit. This is considered less likely than
scenario B2 due to factors related to both supply
and demand. In scenario C3, the central bank
would directly compete with commercial banks, a
departure from their historical role to avoid unfair
competition and benefit from sovereign revenue.
Regarding demand, in typical cases without private
DC activities, it is unclear why the public would
prefer CBDC from a government agency instead
of private DCs and borrow from the central bank
rather than their usual lenders.

3.2. Impact of digital currency on monetary
policy

3.2.1. Monetary policy strategy

A significant challenge is the limited supply
of DC, potentially causing deflation in a growing
economy if widely adopted. In a scenario where
the shift to DC is extensive, and the connection
between sovereign currency users and DC users
is weak, MP may lose effectiveness. This is only
anticipated if there’s a substantial loss of trust in
sovereign currency, affecting all major currencies.

In scenario C3, the central bank may target
a zero average long-term inflation rate. The
issuance of CBDC with interest could facilitate
negative interest rates. However, challenges such
as low constraint-effective zero lower bound and
lack of optimization in permanent price levels
could hinder the achievement of positive inflation.
Assuming CBDC issuance resolves these issues,
a slight adjustment of the inflation target seems
feasible. Individuals with central bank accounts
would ensure strict privacy protection, resembling
a central bank digital currency issuance rather
than a CBDC plan.

3.2.2. Monetary policy adjustment**

Widespread use of DC can only occur if DC
closely replaces or represents fiat currency. This
leads to an essential MP: the central bank can set
a specific, often short-term, interest rate suitable
for the economy, including DC users. This holds
true even if DC usage eliminates the need for fiat
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currency or central bank reserves. The central bank
may face challenges in covering costs, potentially
compromising its independence.

3.2.3. Monetary policy implementation
Four issues arise:

- In terms of MP indicators, there will be no
aggregate currency (cash and credit) information
due to the shift from deposits to DC. This may
be a temporary situation, but it diverges from
the standard approach to dealing with financial
innovations.

- Regarding transmission mechanisms, the
use of Distributed Ledger Technology (DLT)
by financial institutions should modify the role
of bank capital and funding costs in the credit
channel of MP. Consequences include releasing
pledged assets, potentially reducing liquidity
insurance fees, resulting in higher market
interest rates. Finally, in scenarios C2 and C3,
the transmission mechanism may become faster
if central bank capital injections increase (the
opposite conclusion applies to all other scenarios
where reserve demand decreases).

- Regarding Interest Rate Establishment: Will
CBDC allow central banks to implement significant
negative interest rates? This seems plausible in
the case of widespread DC usage, provided that
Distributed Ledger Technology (DLT) allows for
transactions with negative interest rates. However,
the efficiency of paper currency creates a high-
effective, lower-limit issue for negative interest
rates where credit institutions become effective. In
scenarios C2 and C3, where CBDC replaces cash
in exchange, or if an exchange rate is established
for paper currency, the problem persists.

- Concerning the role of the central bank as
the Lender of Last Resort (LoLR), in scenario B,
convergence of banks and DC programs may grant
access to LoLR. However, in scenarios C2 and C3,
recapitalization by the central bank may constitute
a significant portion of banks’ liabilities. If the
public does not widely adopt CBDC, replacing
private DCs and deposits, CBDC issuance reduces
friction related to money flowing to the central
bank, increasing liquidity risk. For these reasons,
it might become challenging for the central bank
to deny LoLR support for commercial banks,
posing the risk of an excessive LoLR.

3.2.4. Monetary policy tools

MP tools include reserve requirements to
accommodate reserve demand expansion and
interest rate tools (open market operations and
standing facilities) to signal the stance in MP.

In the case of a significant reduction in reserve
demand (scenarios A, BI1, and especially B2),
central banks may respond in several ways:

- Expand the base of reserve requirements to
include DC. This would be logical in scenario
B, facing convergence between banks and DC
programs.

- Increase the reserve ratio.

- Expand reserve demand by issuing CBDC
(scenario C), as it has been suggested for issuing
digital currency to replace private digital currency
with cash.

- Lastly, the central bank might choose to
implement MP by withdrawing money instead
of providing liquidity, although this might pose
difficulties in covering costs and maintaining
independence for the central bank.

4. Conclusion

Digital currency is considered the currency of
the future, with various private organizations and
central banks worldwide participating in testing
this new form of currency. For instance, China
is reportedly testing its digital currency on the
blockchain platform. While Vietnam has not yet
joined digital currency experiments, the significant
impacts of CBDC on the overall financial system
and MP call for a comprehensive perspective to
chart the course for the future.
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DIVIDEND POLICIES OF LISTED WASTE MANAGEMENT
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Abstract: The article analyzes the dividend policies of Waste Management and Remediation Services companies,
which are part of both the Circular Economy and Green Economy, listed on the Vietnam stock exchange for four
years from 2019 to 2022. The research examines the differences in dividend rates and dividend ratios based on
enterprise size, testing these differences through econometric models using the Independent Samples T Test.
Additionally, the article analyzes the characteristics, advantages, and disadvantages that affect financial gain
activities through dividend policy and provides recommendations to enhance capital gain activities in these

companies in the future.
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1. Introduction

There are many reasons why economies around the
world need to transition from a brown economy to a
green economy as a critical way to achieve sustainable
growth (Licastro and Sergi, 2021).

In the case of a “brown economy,” it relies on
activities that harm the environment, such as using
fossil fuels for transportation, energy production,
and manufacturing. Heavy reliance on fossil fuels,
environmental neglect, and resource extraction and
exploitation are the three main noticeable aspects of
the brown economy (Sabat et al., 2022).

Because many economic activities have negative
impacts on the environment, there is aneed to transition
to an economic model that supports protecting,
preserving, and conserving the environment. The
green economy leads to increased happiness,
ensures everyone has a fair chance, and significantly
reduces environmental risks. Efficiency of energy/
material usage, regenerative growth, environmental
friendliness, and reduced exploitation are the three
main noticeable aspects of the green economy (Pearce
etal., 2013).

The concept of a “green economy” integrates and
balances economic, social, and environmental goals,
which can be pursued by the private sector, local or
central governments, and individuals. Governments,
economists, environmentalists, businesses, and global
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organizations are all interested in the green economy
due to the growing threat of environmental issues
such as climate change, global food insecurity, and
environmental degradation.

The circular economy, a component of the green
economy, is an economic model based on the principle
that resources should be used in closed-loop systems,
where things and materials are durable, reusable,
manufacturable, and recyclable (Ren et al., 2023).
Efficiency of energy/material usage, extended product
lifetimes, and waste treatment are considered the three
main noticeable aspects of the circular economy.

In contrast to the circular economy, the traditional
linear model involves extracting resources, using
them, and disposing of them. Conversely, the circular
economy keeps resources in continuous cycles and
derives value from them perpetually. The concept
of a circular economy offers an organized approach
to effectively and efficiently achieve multiple goals
at once (Hilson and Hu, 2022). Resource extraction
and exploitation, disposal of used products, and
environmental neglect are considered the three main
noticeable aspects of the linear economy.

The circular economy provides a robust response
to resource scarcity by transforming how we produce
and consume goods, making them last longer. For an
economy to be sustainable, it must transition from
having limited resources to having an abundance,
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which can be achieved by using natural resources

more efficiently and increasing their supply.

The four main terms, “green economy,” “brown
economy,” “circular economy,” and “linear economy,”
are illustrated in the following diagram:

Diagram 1. Green-Brown-Circular-Liner Economy

'
1
'
i
Circular i
'

economy

Source: Designed by the authors

Businesses that contribute significant value to
development are Waste Management and Remediation
Services. However, these businesses need help in
capital gaining and developing their businesses.

There are many channels to attract capital, of which
attracting capital in the stock market through signalling
to investors with dividend policy is considered one of
the effective channels for developed countries and
foreign investors when the stock markets develop
stably.

Waste Management and Remediation Services is
one of the industries entirely focused on and developed
in developed countries but has yet to receive proper
attention in Vietnam.

Therefore, an assessment of the dividend policies
of these groups of businesses will partly reflect the
attractiveness of investing in stocks of this group of
businesses.

Dividend policy was supposed to be affected by
scale; large businesses always have advantages in
resources and are more developed, with more stable
and superior dividend policies and can have more
stability in both dividend rate and dividend Ratio.

The investors, therefore, can make a better investment
decision based on the business size and predict the
potential dividend pattern.

The article will use the T-Test to evaluate the
difference in the average value of businesses in the
industry when divided by size and when divided
by year. The research hypotheses set out here are as
follows:

H1I: The Dividend Rates of large and small groups
are statistically different in 2019.

H?2: The Dividend Ratios of large and small groups
are statistically different in 2019.

H3: The Dividend Rates of large and small groups
are statistically different in 2020.

HA4: The Dividend Ratios of large and small groups
are statistically different in 2020.

H5: The Dividend Rates of large and small groups
are statistically different in 2021.

H6: The Dividend Ratios of large and small groups
are statistically different in 2021.

H7: The Dividend Rates of large and small groups
are statistically different in 2022.

H8: The Dividend Ratios of large and small groups
are statistically different in 2022.

Structure of the research paper: After part 1
is the abstract, part 2 will come in the Literature
Review, part 3 is research methods and data, part 4 is
research status and results, part 5 is Conclusions and
recommendations.

2. Literature review

Many dividend models are applied worldwide,
including in Vietnam. Some models prioritize the
stability of cash dividends paid, while others emphasize
stable interest rates. Additionally, some models focus
on the company’s plans, where a percentage of retained
earnings is paid out.

Rajan and Zingales (1995) argue that larger
companies are generally more diversified than
smaller ones, making them less likely to go bankrupt.
Consequently, there should be a positive correlation
between the size of a company and its dividend ratio.

Harris and Raviv (1991), along with Rajan and
Zingales (1995), and Boot, Aivazian, Demirguc-Kunt
& Maksimovic (2001), have demonstrated an inverse
correlation between the size of a firm and its level of
earnings.

However, Titman and Wessels (1988) validated
the inverse correlation between the size of a company
and its leverage ratio. They elucidated it based on the
pecking order idea. Large corporations can quickly

Journal of Finance & Accounting Research



(No. 03 (28) - 2024)

STUDY EXCHANGE

obtain funds from capital markets and are more
inclined to provide dividends (Ho, 2003; Aivazian,
Booth, and Cleary, 2003).

The dividend policy is designed to maintain the
interest of management, sharcholders, creditors, and
academics. Its significance lies inits interconnectedness
with other corporate decisions, such as investment
and financing, and its influence on shareholders’
wealth and the overall economy. According to Allen
and Michaely (1995), dividend policy impacts the
firm’s investing and financing practices, as well as
other aspects of corporate finance. Multiple studies
have documented the influence of dividend policy on
stock prices by examining the informational value of
dividend decisions. These studies include the works of
Black and Scholes (1974), DeAngelo and DeAngelo
(2006), Grullon et al. (2002), and Walter (1956).

Due to the reluctance of both management and
insiders to disclose the actual economic situation of
theirfirms (Leuzetal.,2003), investors value significant
cash signals that provide essential information and
reduce uncertainty in their estimations. Because of
the significant impact of dividend policy on investors’
choices, management carefully focuses on this crucial
responsibility of establishing the dividend policy
(Allen and Michaely, 1995; Baker and Powell, 1999;
Baker et al., 1985).

Moreover, dividend income is a crucial component
of national income, providing valuable insights into
overall economic performance (Papadopoulos and
Charalambidis, 2007).

In conclusion, further research will be necessary to
confirm the impact of firm size on dividend policies
within this industry, how businesses are implementing
their dividend policies, and what can be done to further
develop businesses.

3. Methodology

- Data on the Vietnamese stock market in Waste
Management and Remediation Services is listed in the
Stock Market. Because there are only 19 businesses that
are operating stably and paying dividends, the evaluation
data sample will revolve around these 19 businesses.
Financial data is taken from balance sheets and reports
on enterprises’ production and business results.

- Dividend Rate: the company’s declared annual
dividend rate per share

- Dividend Ratio: The dividend Ratio is evaluated
as the percentage between the total dividends paid to
shareholders and the total profits of each enterprise. The
dividend ratio reflects the priority given to dividends
over total profit after tax. The higher this ratio means

the business uses more profits for shareholders and
vice versa.

- Testing method: A T-test is used to evaluate the
difference in the average value of groups of large and
small businesses when considering two indicators:
dividend rates and dividend ratios.

4. Empirical results

Financial data were collected from the firms’
financial statements on the stock market. All the related
calculations were taken in Excel, and the average
values are shown in the tables below. The samples
were divided into two separate groups of small firms
and large firms to research.

Figure 4.1. Current situation of dividend rates
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Figure 4.2. Current situation of dividend ratios
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Most other businesses in the industry have a
dividend rate of aro