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ABSTRACT : This study examines the determinants of environmental, social, and governance (ESG) 

practices among Vietnamese banks using a dataset of 26 banks from 2014–2023. Employing the Feasible 

Generalized Least Squares (FGLS) method, the results reveal that bank-specific characteristics significantly 

affect ESG outcomes, although the impacts differ across ESG dimensions. Bank size is positively associated with 

environmental and overall ESG scores. Bank age positively enhances environmental performance, while 

leverage negatively impacts environmental practices. Banks with greater foreign ownership demonstrate 

stronger social performance, whereas government-owned banks tend to underperform in this dimension. 

Further heterogeneity analysis shows interesting results for banks with different ownership characteristics. For 

private banks, bank age negatively influences social and overall ESG scores but positively affects governance. 

GDP growth shows positive impacts on social and overall ESG performance in private banks but has a negative 

effect on banks with substantial foreign ownership. Inflation reduces governance scores among foreign-owned 

banks. Based on the results, this study provides relevant recommendations for banks and regulators to improve 

ESG practices in the Vietnamese banking sector.  

KEYWORDS - size, age, leverage, ownership, ESG, commercial banks, Vietnam.  

I. INTRODUCTION 
ESG practices are becoming increasingly important for banks in developing countries such as Vietnam. 

Implementing strong ESG practices can help banks in developing nations attract foreign investors, improve risk 

management, enhance their reputation, and contribute to sustainable economic growth (Bui et al., 2024; Chang 

et al., 2021; Setiarni et al., 2023). Various factors can affect banks’ ESG practices, such as regulatory 

frameworks and technological infrastructure (Smith et al., 2020), economic conditions that make banks choose 

between short-term gains over long-term sustainability (Buallay et al., 2020; Khoury et al., 2021)), ownership 

structures (Defung et al., 2024; Lou et al., 2023), and specific bank characteristics such as size, age, and 

leverage (Chang et al., 2021; Jaiwani & Gopalkrishnan, 2023). 

Although some studies have examined the factors that impact banks’ ESG practices, the results are 

mixed, and evidence on developing nations such as Vietnam is quite limited. For example, regarding bank 

ownership and ESG practices, Defung et al. (2024) and Lou et al. (2023) reported that state-owned banks tend to 

have lower ESG performance as they are exposed to higher ESG-related risks and have less efficient governance 

structures. In contrast, Jaiwani and Gopalkrisnan (2023) found a positive impact of government ownership on 

the ESG practices of Indian banks. Another example is the impact of economic growth on banks’ ESG practices. 

Khoury et al. (2021) found that stronger ecomic growth was linked to a decline in environmental performance, 

while it positively influencd social and governance dimensions. Buallay et al. (2020) argue that GDP growth 

and ESG outcomes is nuanced and varies by context, that is during economic downturns, ESG practices and 

help to enhance bank resilience. Therefore, this study aims to contribute to the current literature gap by 

exploring the factors impacting the ESG practices of commercial banks in Vietnam, considering the role of 

ownership. 

We use a sample of 26 Vietnamese commercial banks, from 2014-2023 and the Feasible Generalized 

Least Squares (FGLS) estimation method. Our results show a significant impact of bank-specific and 

macroeconomic factors on bank ESG performance; however, the impacts vary across different measures of ESG 
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practices. Based on the results, we provide suggestions for banks and regulators on how to strategically enhance 

ESG practices. 

Our study contributes to the current literature in the following ways. First, we provide additional 

empirical evidence on the factors influencing the ESG practices of banks in developing countries, particularly 

Vietnam. Second, we consider the roles of banks with different types of ownership when estimating the impacts 

and find interesting additional results for state-owned, private, and banks with a high level of foreign ownership. 

Third, we provide meaningful recommendations for banks and regulators in Vietnam to foster ESG practices 

based on different bank characteristics and under different economic conditions. 

The remainder of this paper is organized as follows. Section 2 reviews the literature on factors 

impacting banks’ ESG practices. Section 3 summarizes the data and the mode. Section 4 presents the results and 

discussion. Finally, Section 5 concludes the paper. 

II. LITERATURE REVIEW 
The ESG practices of commercial banks are influenced by various firm-specific and macroeconomic 

factors. The following sections review how common factors, including bank size, age, leverage, ownership, and 

economic conditions, affect banks’ ESG activities.  
2.1. Bank size 

According to Gurol and Lagasio (2002), larger banks often have more resources that enable them to 

invest in comprehensive ESG initiatives. Larger banks usually have more robust governance structures, which 

help them implement ESG practices effectively. Specifically, larger banks tend to have larger and more diverse 

boards, enhancing their ability to monitor ESG-related activities and disclosures (Menicucci & Paolucci, 2023). 

However, smaller banks may face challenges in implementing ESG due to their limited resources and 

capabilities. The scale and scope of smaller banks’ operations may restrict their ability to absorb the 

complexities and costs associated with sophisticated ESG practices (Defung et al., 2024). Furthermore, in the 

context of increasing competitive pressure, smaller banks may have to prioritize short-term financial 

performance over long-term sustainability goals. 

Empirical evidence supports these arguments. Defung et al. (2024) studied Indonesian banks and 

reported that smaller banks are more negatively affected by ESG risks than larger ones because they often lack 

resources and diversification necessary to effectively mitigate these risks. Other studies have found that the 

ownership structure of banks significantly influences the impact of size on ESG practices. Jaiwani and 

Gopalkrishnan (2023) studied Indian banks and found that the ESG implementation effectiveness varies 

between public sector and private banks, with these differences partially attributable to the governance structure 

and resources typical of large and small banks. Chang et al. (2021) examined banks in developed Asian 

countries and discovered that banks become more cost-efficient through ESG activities, with larger banks 

outperforming smaller banks in terms of technology adaptation and cost efficiency. 

2.2. Bank age 

Bank age represents the experience and networks that a bank builds during its operations. Banks 

operating for a longer period tend to have established relationships that influence their ESG strategies. Houston 

and Shan (2021) indicate that banking relationships can influence borrowers’ ESG policies, with banks more 

likely to lend to firms with similar ESG profiles. Furthermore, older banks typically have larger resources and 

potentially conservative risk strategies, which may either benefit from or be challenged by higher ESG standards 

(Defung et al., 2024). 

Furthermore, older banks tend to develop larger and more diverse board, and have a corporate social 

responsibility or sustainability committee, which can have a positive influence on banks’ ESG performance 

(Menicucci & Paolucci, 2023) 

2.3. Bank leverage 

Dubey et al. (2017) highlight that banks with higher leverage can exacerbate the interest conflict 

between stakeholders. Specifically, creditors often have short-term financial focus, different from equity 

holders, which may negatively impact ESG practices. Kamaludin et al. (2021) state that banks with lower 

leverage levels might have more flexibility to adopt and implement robust ESG practices, which helps to align 

their operations with sustainablity goal and ethical governance. Jang et al. (2019) added that banks with more 

manageable debt levels might be in a better position to allocate resources to sustainable investments. 
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Empirical evidence also supports these arguments. Nitescu and Cristea (2020) studied Romanian banks 

and suggested that an increase in banks’ leverage tends to reduce the likelihood of adopting ESG-related risk 

management strategies, implying that higher leverage might discourage banks from implementing ESG 

practices. Maama (2021) examined banks in Ghana and reported that overall ESG practices negatively impacted 

banks’ financial sustainability. In other words, ESG initiatives, while having positive long-term ethical and 

sustainability impacts, could be perceived as resource-intensive and possibly reduce financial sustainability for 

banks operating with higher leverage levels. 

2.4. Bank ownership 

Bank ownership plays a significant role in shaping banks’ ESG practices. According to Jaiwani and 

Gopalkrisnan (2023), government ownership can influence bank EGS practices in various ways because of 

structural and regulatory differences. Specifically, government-owned banks often face stricter regulations and 

focus more on socio-political objectives alongside financial ones, which contributes to differences in EGS 

emphasis compared to private banks. Jaiwani and Gopalkrisnan (2023) show that public sector banks in India 

demonstrate a positive and significant association between ESG scores and financial performance, implying that 

government ownership can help banks align their ESG practices with sustainable development goals. However, 

Defung et al. (2024) note that increased scrutiny and policy focus can sometimes lead to heightened risks and 

inefficiencies if banks’ ESG practices are not managed properly. Specifically, Defung et al. (2024) studied 

Indonesian banks and found that government-owned banks face greater ESG risk than private banks because of 

their higher exposure to regulatory and reputational pressures, which might eventually lead to greater instability. 

Lou et al. (2023) studied firms (including banks) in China and reported that the challenges faced by state-owned 

enterprises are partly due to governance mechanisms. Private shareholder governance tends to improve ESG 

ratings by enhancing innovation and transparency. 

On the other hand, foreign ownership is often linked to enhanced corporate governance and 

performance, as foreign investors often bring diverse experience and advanced practices from their home 

country. Bilyay-Erdogan and Öztürkkal (2023) show that firms with higher foreign ownership demonstrate 

improved performance through superior ESG scores compared to those with lower foreign ownership levels. 

Additionally, Ellili (2022) studied UAE-listed firms and concluded that foreign ownership positively impacts 

ESG disclosure for both financial and non-financial firms. Ellili (2022) noted that foreign owners might impose 

stricter governance standards and enhance transparency, which helps foster ESG disclosures and scores of firms. 

Additionally, signaling theory posits that a firm’s ESG performance is used as a signal of its commitment to 

sustainable practices and governance (Liu et al., 2023). Under foreign ownership, banks may face greater 

pressure to comply with global sustainability standards, which may improve their ESG scores. Liu et al. (2023) 

reported that firms with leaders in developed countries tends to drive higher ESG performance in their company 

as they bring better practices from abroad. Nathania and Ekawati (2024) investigated ASEAN banks and 

concluded that banks with substantial foreign ownership tend to have better ESG scores, which positively 

impacts their performance due to enhanced governance and sustainable practices. Despite the advantages that 

foreign ownership could bring to bank ESG scores, Fuadah et al. (2022) noted that foreign ownership might 

negatively impact ESG practices due to the possible presence of information asymmetry between foreign 

owners and the management of domestic banks. Foreign investors may have less insight into the local context 

and specific ESG issues that banks face, which can lead to inadequate governance and prioritization of ESG 

goals. As a result, foreign owners may prioritize financial performance over ESG considerations. 

2.5. Economic conditions 

On the one hand, higher GDP growth often indicates economic growth and stability, which can foster 

banks’ capacity to implement ESG practices. When banks operate under favorable economic conditions, they 

have more resources to allocate towards enhancing their ESG practices. Di Tommaso and Thornton (2020) 

states that when a nation is in economic growth period, it is more likely to impose more regulatory measures and 

societal pressure, which encourage banks to enhance their ESG performance to alight with higher sustainability 

standards and expectations. However, Buallay et al. (2020) argued that during periods of rapid economic 

growth, banks might prioritize immediate financial returns to grasp growth opportunities, thus devoting 

resources and attention to enhancing ESG scores. Khoury et al. (2021) studied countries in the MENA regions 

and concluded that country-specfic economic variables demonstrated significant effects on ESG scores. 

Specifically, higher economic growth negatively impacted environmental aspects but supported social and 
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governance aspects. However, Buallay et al. (2020) noted that the relationship between GDP and ESG score can 

be complex and context-dependent. Specifically, during adverse economic conditions, greater emphasis on 

sustainable practices helped improve bank performance, suggesting that ESG practices provide resilience during 

economic downturns. 

Regarding another measure of economic conditions, inflation, previous studies have also discussed its 

effects on banks’ ESG implementation. Nitescu and Cristea (2020) state that banks are less likely to adopt ESG 

strategies when their financial performance is stressed by increased inflation. Chang et al. (2021) argue that in 

developed nations, banks engaging in environmentally friendly activities tend to improve their efficiency, even 

under inflationary pressures, because these banks often have better resources to absorb higher costs caused by 

inflation.   

III. METHODS AND DATA 
3.1. Data 

To examine the determinants of ESG reporting activities of banks in developing countries, we use a 

sample of 26 Vietnamese commercial banks from 2014 to 2023. All financial data were collected from the 

FiinPro database. To measure the ESG scores of each bank, we used information from their public annual 

reports. 

3.2. The model 

Following the approach of Defung et al. (2024), Nitescu and Cristea (2020), and Jaiwani and 

Gopalkrishnan (2023), we propose the following model: 

 

𝐸𝑆𝐺𝑖𝑡 = 𝛽0 + 𝛽1 × 𝑆𝐼𝑍𝐸𝑖𝑡 + 𝛽2 × 𝐴𝐺𝐸𝑖𝑡 + 𝛽3 × 𝐿𝐸𝑉𝑖𝑡 + 𝛽4 × 𝐹𝑂𝑅𝐸𝐼𝐺𝑁𝑖𝑡 + 𝛽5 × 𝐺𝑂𝑉𝑇𝑖𝑡 + 𝛽6

× 𝐼𝑁𝐹𝑖𝑡 + 𝛽7 × 𝐺𝐷𝑃𝑖𝑡 + 𝜖𝑖𝑡 
(1) 

 

ESG represents the dependent variables, measured using individual Environmental, Social, Governance 

scores, and the composite ESG scores. We construct ESG scores by scoring each bank in the sample against the 

Global Reporting Initiative (GRI), which is the standard for ESG information disclosures for banks in Vietnam. 

We use the approach of Akhter et al. (2022) to construct the ESG scores. For each GRI indicator, we score each 

bank 1 point if it fulfills the condition, and 0 otherwise. We averaged the scores of each theme (E, S, and G) and 

multiplied them by 10. The composite ESG scores are the averages of the individual E, S, and G scores. The 

higher the score, the better the bank’s ESG practices. 

The dependent variables include bank-specific factors (bank size, age, leverage, foreign ownership, and 

government ownership ratios) and macroeconomic factors (GDP growth and inflation rate). The details of each 

variable are summarized in Table 1. 

Table 1. Variable description 

Variable Variable name Description  

E Environmental  Environmental scores 

S Social Social scores 

G Governance Governance scores 

ESG ESG composite scores ESG composite scores 

SIZE Bank size Natural logarithm of total asset 

AGE Bank age Natural logarithm of number of years in operation 

LEV Leverage ratio Total debt/Total assets 

FOREIGN Foreign ownership % of foreign ownership  

GOVT Government ownership % of government ownership 

INF Inflation Annual inflation rate 

GDP GDP growth Annual GDP growth rate  

 

We then estimated Equation (1) using popular panel regression methods, such as OLS, FEM, and 

REM. After testing for model defects, we identified heteroscedasticity and autocorrelation issues in our model. 

Hence, we use the Feasible Generalized Least Squares method to fix these issues. 
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IV. RESULTS AND DISCUSSION 
4.1. Descriptive statistics 

Table 2 presents a description of the variables used in our model. The banks in our sample demonstrate 

different ESG scores. The average individual and composite scores were quite low, from 1-2 points, while the 

highest scoresreach 5-8 points. Banks also show various levels of size, age, and leverage. The level of foreign 

and government ownership in banks is quite low, averaging 10.7% and 16.6%, respectively. Economic 

indicators suggest that our sample period encompassed different states of economic growth, which helped us 

examine the factors impacting ESG scores under different economic contexts. 

Table 3 reports the correlation matrix between the variables in Equation (1). Our model demonstrated a 

very low possibility of multicollinearity. 

Table 2. Descriptive statistics 

Variable  Obs  Mean  Std. Dev.  Min  Max 

E 259 .646 1.018 0 5.15 

S 259 1.881 1.433 0 7.2 

G 259 1.822 1.189 0 8.24 

ESG 259 1.446 1.03 0 5.503 

SIZE 259 32.649 1.186 30.218 35.372 

AGE 259 3.026 .618 0 4.19 

LEV 259 .914 .037 .762 1.07 

FOREIGN 259 .107 .115 0 .3 

GOVT 259 .166 .291 0 1 

GDP 259 6.15 1.81 2.562 8.483 

INF 259 3.71 2.134 .631 9.21 

 

Table 3. Correlation matrix 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

(1) E 1.000           

(2) S 0.641 1.000          

(3) G 0.511 0.546 1.000         

(4) ESG 0.826 0.889 0.810 1.000        

(5) SIZE 0.359 0.357 0.255 0.377 1.000       

(6) AGE 0.229 0.236 0.124 0.231 0.369 1.000      

(7) LEV -0.116 -0.097 -0.035 -0.101 0.446 0.040 1.000     

(8) FOREIGN 0.232 0.223 0.188 0.257 0.481 0.136 0.068 1.000    

(9) GOVT 0.065 0.072 -0.094 0.008 0.511 0.306 0.222 -0.015 1.000   

(10) GDP 0.174 0.103 0.056 0.126 0.038 0.026 0.050 -0.009 0.007 1.000  

(11) INF 0.069 0.091 0.050 0.084 -0.224 -0.138 -0.259 -0.103 0.000 -0.145 1.000 

 

4.2. Baseline resultS 

Table 4 presents our baseline results regarding the factors affecting the ESG scores of Vietnamese 

banks. We found significant impacts of most bank-specific factors; however, the impacts varied under different 

dependent variables. 

First, bank size positively affects environmental and overall ESG scores. It has no significant impact on 

the Social and Governance aspects. In other words, larger banks demonstrate better environmental and overall 

ESG practices, which aligns with the findings of Chang et al. (2021) and Ji et al. (2022). Our results support the 

argument that larger banks tend to outperform smaller ones in ESG practices because of their greater resources, 

better technological capacity, and governance structure.  Gurol and Lagasio (2002) pointed out that larger banks 

often have more resources, enabling them to invest in comprehensive ESG initiatives. Additionally, larger banks 

have better access to capital, allowing them to invest in advanced green technologies and better ESG reporting 

practices (Chang et al., 2021). Agnese et al. (2023) added that larger bank tends to have larger and more diverse 

board, which implies profound governance pratices, contributing to better ESG practices. 

Second, banks with longer operational periods show better environmental practices, supporting the 

findings of Gulzar et al. (2024). Gulzar et al. (2024) stated that green banking practices are usually implemented 
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progressively over time, banks with longer operating period tend to have more resources and experience to 

invest in sustainable initiatives. Moreover, as banks mature, they become more experienced in integrating digital 

transformation into their operations, which helps enhance their overall performance and provides a basis for 

improved environmental management (Do et al., 2022). Ali et al. (2020) pointed out that as banks accumulate 

knowledge and scale up green technologies overtime, they can capitalize on their market position to integrate 

tools like Big data analytics and green supply chain management, which help to boost both environmental and 

financial outcomes. 

Third, banks with higher leverage have lower environmental scores, which is consistent with Nitescu 

and Cristea (2020). The primary reason for this result is due to the fact that highly leveraged banks often face 

greater financial constraints, which might limit their ability to invest in environmentally sustainable practices. 

Specifically, these banks prioritize maintaining financial stability and meeting their debt obligations, leaving 

insufficient resources available for investment in sustainable or green projects (Nitescu & Cristea, 2020). 

Nguyen and Nguyen (2020) state that for Vietnamese banks, financial constraints significanty impact their risk-

taking and resource allocation practices, which in turn influence their ability to integrate sustainability practices 

efficiently. Furthermore, banks with higher leverage levels tend to focus on short-term financial gains over long-

term sustainability goals, which reduce their investment in environmental practice, unless it directly correlates 

with immediate financial results (Nguyen et al., 2023) 

Fourth, banks with higher levels of foreign ownership are associated with higher levels of social 

practices, supporting the findings of Ellili (2022) and Nathania and Ekawati (2024). Foreign ownership 

significantly influences various aspects of banks’ operations and social responsibility initiatives. Bouzidi and 

Nefzi (2024) stated that increased foreign involvement in the banking sector can be associated with better 

governance and operational practices, thereby fostering the social responsibility of banks. Nathania and Ekawati 

(2024) added that foreign banks and investors often bring higher corporate governance standards, which 

encourage banks to adopt more robust social responsibility practices, particularly in developing nations such as 

ASEAN countries. Bouzidi and Nefzi (2024) indicated that foreign bank presence can also push local banks to 

improve local banks towards their social and ethical practices and incorporate these as part of their operational 

strategy. 

Table 4. Baseline results 

Variable Dependent variables 

E S G ESG 

SIZE 0.247*** -0.0000884 -2.73E-12 0.0106*** 

 (8.20) (-0.23) (-0.00) (2.69) 

AGE 0.154*** -0.000269 1.82E-12 0.00207 

 (2.88) (-0.90) (0.00) (0.13) 

LEV -2.929*** 0.00308 1.46E-11 -0.0616 

 (-4.39) (0.42) (0.00) (-1.15) 

FOREIGN 0.237 0.468*** -4.55E-12 -0.0358 

 (1.00) (4.49) (-0.00) (-1.11) 

GOVT -0.186 -0.555*** 1.82E-12 0.145* 

 (-0.85) (-33.24) (0.00) (1.74) 

GDP -0.0000465 2.92E-07 3.11E-15 0.000105 

 (-0.02) (0.01) (0.00) (0.47) 

INF 0.00197 0.0000122 5.68E-14 -0.000284 

 (0.53) (0.29) (0.00) (-0.85) 

Observation 259 259 259 259 

t statistics in parentheses (* p<0.1, ** p<0.05, *** p<0.01) 

Finally, banks with higher levels of government ownership demonstrate lower levels of social, 

implying that government-owned banks tend to focus less on social practices. Our results support those of 

Defung et al. (2024) and Lou et al. (2023). Defung et al. (2024) explained that government-owned banks often 

face distinct pressures other than private banks, including regulatory and reputational risks. Specifically, public 

sector banks may have to prioritize public policy and government objectives compliance over practices that 

could enhance their social status. Nevertheless, government ownership still positively impacts overall ESG 
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scores, indicating that the presence of government owners helps improve bank ESG practices. Nathania and 

Ekwati (2024) studied ASEAN banks and found that state-owned banks showed a stronger and positive 

correlation between ESG scores and financial outcomes. In Vietnam, government-owned banks are usually 

largest banks in the system, ESG disclosure is required for all banks but first implemented by state-owned 

banks, hence their overall ESG scores are higher (Bui et al., 2024). 

4.3. Heterogeneity analysis: based on ownership 

We further analyze the factors affecting ESG practices by examining different types of ownership. We 

split our sample into subsamples of government-owned banks (banks with more than 50% government 

ownership), private banks, and foreign-owned banks (banks with more than the average foreign ownership in the 

sample). Tables 5, 6, and 7 present the estimation results. 

Regarding government-owned banks, we identified bank size, age, and leverage as the most important 

factors affecting overall ESG practices. The direction of the impacts is consistent with our baseline results, with 

size and age positively impacting the overall ESG scores, while leverage shows a negative impact. 

 

Table 5. Factors affecting ESG activities: Government-owned banks 

Variable Dependent variables 

E S G ESG 

SIZE -5.58E-08 0.000709 0.00238 0.506*** 

 (-0.00) (0.14) (0.23) (4.24) 

AGE 1.51E-07 0.0000368 0.0163 0.164*** 

 0.00 (0.10) (0.94) (4.01) 

LEV -5.43E-08 -0.0127 -0.0118 -4.799*** 

 (-0.00) (-0.14) (-0.22) (-4.97) 

FOREIGN 1.16E-08 -0.0464 -0.000184 -0.22 

 0.00 (-0.22) (-0.03) (-0.72) 

GOVT -2.692*** -2.000*** 1.544*** -1.177** 

 (-3525.38) (-14.97) (2.61) (-2.04) 

GDP 6.28E-10 -2.94E-06 -6.07E-06 -0.00691 

 0.00 (-0.06) (-0.05) (-1.15) 

INF -1.27E-10 0.00000474 -0.0000175 -0.0131 

 (-0.00) (0.04) (-0.09) (-1.27) 

Observation 65 65 65 65 

t statistics in parentheses (* p<0.1, ** p<0.05, *** p<0.01) 

 

We found significant additional results for private banks. First, size, leverage, and foreign ownership 

show stronger but similar effects to the baseline results. Second, bank age has negative effects on social and 

overall ESG scores but a positive effect on governance scores. Bui et al. (2024) explained that older banks often 

have more established governance structures and have year of experince in regulatory compliance and risk 

management, hence their governance scores are higher. However, older private banks may have difficulties 

maintaining social scores and overall ESG performance, as they may become less flexible and slower to adopt 

contemporary social and environmental practices (El Khoury et al., 2021). Furthermore, private banks often lack 

the strong influence and direct government supports like state-owned banks, which leads to inconsistencies in 

how ESG practices are implemented and impacting the overall scores (Aevoae et al., 2022) 

Third, economic growth has a significant positive impact on social and overall ESG scores. Gidage and 

Bhide (2024) explained that economic growth, particularly in developing nations, fosters a conducive 

environment for banks to improve their social responsibility and governance practices, thereby enhancing their 

ESG scores. Sadiq et al. (2022) added that, in ASEAN countries, ESG integration into economic growth 

strategies is associated with positive outcomes. Hence, private banks in the region can use economic growth to 

enhance their ESG scores, thereby boosting investor confidence and achieving long-term financial and 

development goals. 

Regarding banks with high foreign ownership, we again found similar results for bank size, age, 

leverage, and government ownership. However, we found additional results for the GDP and inflation. First, 
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GDP has a significant negative impact on overall ESG scores, which can be explained by the focus of foreign-

owned banks on capturing financial growth opportunities and limiting resources for ESG practices Khoury et al. 

(2021). Second, inflation has a significant negative impact on banks’ governance scores. Foreign banks may 

face challenges in maintaining their governance standards in developing countries due to weak institutional 

frameworks and macroeconomic volatility (Nguyen et al., 2023). High inflation can negatively affect the 

stability of banks in Vietnam, thereby affect the governance level of foreign credit institutions as they struggle 

to manage greater financial and operational risks (Jungo et al., 2024). 

 

Table 6. Factors affecting ESG activities: Private banks 

Variable Dependent variables 

E S G ESG 

SIZE 4.18E-10 0.146*** 0.118*** 0.0146*** 

 0.00 (20.37) (7.65) (6.38) 

AGE -1.29E-09 -0.321*** 0.425*** -0.0778*** 

 (-0.00) (-19.66) (8.37) (-13.90) 

LEV -8.21E-10 -0.736*** -0.617*** 0.0541 

 (-0.00) (-4.52) (-4.33) (1.46) 

FOREIGN 0.464*** 0.610*** -0.163*** 0.133*** 

 (3.29) (20.20) (-3.91) (3.77) 

GOVT 1.401* -0.0645 -0.00552 -0.414** 

 (1.74) (-1.36) (-0.20) (-2.46) 

GDP 2.35E-13 0.00306*** 0.0000832 0.000430*** 

 0.00 (3.79) (0.18) (2.80) 

INF -3.25E-12 -0.00178 -0.00153* -0.000669*** 

 (-0.00) (-1.31) (-1.95) (-2.96) 

Observation 194 194 194 194 

t statistics in parentheses (* p<0.1, ** p<0.05, *** p<0.01) 

 

Table 7. Factors affecting ESG activities: banks with high foreign ownership 

Variable Dependent variables 

E S G ESG 

SIZE 0.369*** 0.156** 0.0710*** 0.194*** 

 (4.59) (2.45) (6.45) (3.67) 

AGE 0.207 0.544*** 0.312*** 0.144 

 (0.76) (3.79) (7.95) (1.48) 

LEV 0.541 0.268 -0.266*** 1.193 

 (0.56) (0.23) (-3.54) (1.02) 

FOREIGN -1.194* 0.676 -0.135*** 0.917** 

 (-1.73) (1.08) (-2.98) (2.33) 

GOVT 1.316*** 0.631** 0.00215 0.976*** 

 (3.12) (2.53) (0.11) (7.65) 

GDP -0.00316 0.00144 0.00000692 -0.00359*** 

 (-0.42) (0.38) (0.02) (-3.25) 

INF 0.012 -0.00208 -0.00127*** 0.00155 

 (0.75) (-0.26) (-2.93) (0.51) 

Observation 112 112 112 112 

t statistics in parentheses (* p<0.1, ** p<0.05, *** p<0.01) 
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V. CONCLUSION 
This study investigates the factors affecting the ESG practices of banks in Vietnam. We use a dataset of 

26 banks from 2014-2023 and the FGLS estimation method. The results reveal that most bank-specific factors 

significantly influence ESG outcomes; however, the impact varies across different ESG dimensions. 

Specifically, bank size positively impacts environmental and overall ESG scores but not social or governance 

components. Banks with longer operational periods are linked to improved environmental performance, whereas 

banks with higher leverage ratios are associated with lower environmental practices. Banks with greater foreign 

ownership exhibit stronger social performance. However, government ownership tends to have lower social 

practice. Further heterogeneity analysis shows that our results are consistent for government-owned banks but 

show variations for private banks and banks with high foreign ownership. For private banks, bank age shows 

negative effects on social and overall ESG scores but a positive effect on governance scores. GDP growth shows 

significant positive impacts on social and overall ESG scores for private banks but negative impacts for banks 

with high foreign ownership ratios. Inflation negatively impacts foreign banks’ governance scores. 

Based on these results, we provide the following suggestions for banks and regulators. First, we 

suggest that banks in developing countries, such as Vietnam, focus on tailoring their ESG strategies to their 

specific characteristics and ownership structures. Specifically, larger and established banks  should leverage 

their resources and enhance their environmental and overall ESG performance. Banks with higher leverage 

ratios should prioritize balancing financial stability and environmental responsibility. Banks focusing on 

improving their social aspects could benefit from an increased foreign ownership ratio. On the other hand, 

government-owned banks need to pay attention to enhancing their social practices. Second, regulators should 

consider implementing policies that encourage foreign investment in the banking sector to promote better social 

practices. Furthermore, regulators should develop targeted guidelines for different bank types and acknowledge 

the impact of macroeconomic factors on ESG performance across banks with different ownership structures. 

Finally, we suggest that banks and regulators prioritize comprehensive ESG reporting and transparency to 

facilitate better monitoring and improvement of ESG practices across the banking sector in Vietnam. 

Despite its significant theoretical and empirical contributions, our study has several limitations. First, 

our sample only includes banks from one developing country, which might limit the generalization of our 

findings. We suggest that future research expand to multiple country analyses, particularly in developing 

regions. Second, our study does not consider other bank-specific and macroeconomic factors, such as corporate 

governance, business models, or risk management practices. We suggest future research looking 

 

ACKNOWLEDGEMENTS 
Funding: The authors gratefully acknowledge the financial support from the Banking Academy of Vietnam. 

Competing interests: The author declareS that there are no conflicts of interests regarding the publication of this 

paper.  

Data Availability Statement: Upon reasonable request, the supporting data of this study can be provided by Thi 

Lam Anh Nguyen 

Ethical approval: This article does not contain any studies with human participants performed by any of the 

authors. 

 

REFERENCES  
[1]. Aevoae, G. M., Andrieș, A. M., Ongena, S., & Sprincean, N. (2022). ESG and systemic risk. Applied 

Economics, 55(27), 3085–3109. https://doi.org/10.1080/00036846.2022.2108752 

[2]. Akhter, F., Hossain, M.R., Rehman, S.U., Almansour, B., Elrehail, H., 2022. Environmental 

disclosures and corporate attributes, from the lens of legitimacy theory: a longitudinal analysis on a 

developing country. Eur. J. Manag. Bus. Econ. 32, 342–369. https://doi.org/10.1108/ejmbe-01-2021-

0008. 

[3]. Alamoudi, M. A., & Hamoudah, M. M. (2024). Do ESG Initiatives Improve the Performance of Saudi-

listed Banks? The Moderating Effect of Bank Size. International Journal of Accounting, Business and 

Finance, 3(1), 30–49. https://doi.org/10.55429/ijabf.v3i1.137 

https://doi.org/10.1108/ejmbe-01-2021-0008
https://doi.org/10.1108/ejmbe-01-2021-0008


Factors affecting ESG practices of commercial banks in Vietnam: The role of ownership 

*Corresponding Author: Thi Lam Anh Nguyen
1
                   www.aijbm.com                        101 | Page 

[4]. Ali, Q., Zaini, Z., Abdullah, R., Yaacob, H., & Salman, A. (2020). Does Big Data Analytics Enhance 

Sustainability and Financial Performance? The Case of ASEAN Banks. The Journal of Asian Finance, 

Economics and Business, 7(7), 1–13. https://doi.org/10.13106/jafeb.2020.vol7.no7.001 

[5]. Agnese, P., Cerciello, M., Giacomini, E., & Taddeo, S. (2023). Environmental, social and governance 

controversies: the role of European bank boards. Management Decision, 61(12), 3739–3754. 

https://doi.org/10.1108/md-01-2023-0082 

[6]. Bilyay-Erdogan, S., & Öztürkkal, B. (2023). The Role of Environmental, Social, Governance (ESG) 

Practices and Ownership on Firm Performance in Emerging Markets. Emerging Markets Finance and 

Trade, 59(12), 3776–3797. https://doi.org/10.1080/1540496x.2023.2223930 

[7]. Bouzidi, F. M., & Nefzi, A. A. (2024). The Impact of Foreign Bank Entry on the Efficiency and 

Sustainability of Domestic Banks in Developing Countries: A Meta-Frontier Approach. Sustainability, 

16(24), 10932. https://doi.org/10.3390/su162410932 

[8]. Buallay, A., Saudagaran, S., Alajmi, J., & Fadel, S. M. (2020). Sustainability reporting and bank 

performance after financial crisis. Competitiveness Review: An International Business Journal, 31(4), 

747–770. https://doi.org/10.1108/cr-04-2019-0040 

[9]. Bui, T. T. L.,  Tran, T. L. A., & Hoang, T. (2024). ESG disclosure and financial performance: 

Empirical study of Vietnamese commercial banks. Banks and Bank Systems, 19(1), 208–220. 

https://doi.org/10.21511/bbs.19(1).2024.18 

[10]. Chang, H.-Y., Liang, L.-W., & Liu, Y.-L. (2021). Using Environmental, Social, Governance (ESG) and 

Financial Indicators to Measure Bank Cost Efficiency in Asia. Sustainability, 13(20), 11139. 

https://doi.org/10.3390/su132011139 

[11]. Defung, F., Priska Ambarita, N., Che-Yahya, N., Zahidah Bahrudin, N., & Yudaruddin, R. (2024). The 

impact of ESG risks on bank stability in Indonesia. Banks and Bank Systems, 19(4), 194–204. 

https://doi.org/10.21511/bbs.19(4).2024.15 

[12]. Di Tommaso, C., & Thornton, J. (2020). Do ESG scores effect bank risk taking and value? Evidence 

from European banks. Corporate Social Responsibility and Environmental Management, 27(5), 2286–

2298. https://doi.org/10.1002/csr.1964 

[13]. Do, T. D., Pham, H. A. T., Le, H. A., & Thalassinos, E. I. (2022). The Impact of Digital 

Transformation on Performance: Evidence from Vietnamese Commercial Banks. Journal of Risk and 

Financial Management, 15(1), 21. https://doi.org/10.3390/jrfm15010021 

[14]. Dubey, R., Papadopoulos, T., & Gunasekaran, A. (2017). Green supply chain management: theoretical 

framework and further research directions. Benchmarking: An International Journal, 24(1), 184–218. 

https://doi.org/10.1108/bij-01-2016-0011 

[15]. El Khoury, R., Nasrallah, N., & Alareeni, B. (2021). The determinants of ESG in the banking sector of 

MENA region: a trend or necessity? Competitiveness Review: An International Business Journal, 

33(1), 7–29. https://doi.org/10.1108/cr-09-2021-0118 

[16]. Fuadah, L. L., Mukhtaruddin, M., Arisman, A., & Andriana, I. (2022). The Ownership Structure, and 

the Environmental, Social, and Governance (ESG) Disclosure, Firm Value and Firm Performance: The 

Audit Committee as Moderating Variable. Economies, 10(12), 314. 

https://doi.org/10.3390/economies10120314 

[17]. Gidage, M., & Bhide, S. (2024). ESG and economic growth: Catalysts for achieving sustainable 

development goals in developing economies. Sustainable Development, 33(2), 2060–2077. 

https://doi.org/10.1002/sd.3199 

[18]. Gulzar, R., Athari, S. A., Al-Adwan, A. S., Mir, A. A., & Bhat, A. A. (2024). Green banking practices 

and environmental performance: navigating sustainability in banks. Environmental Science and 

Pollution Research, 31(15), 23211–23226. https://doi.org/10.1007/s11356-024-32418-7 

[19]. Gurol, B., & Lagasio, V. (2022). Women board members’ impact on ESG disclosure with environment 

and social dimensions: evidence from the European banking sector. Social Responsibility Journal, 

19(1), 211–228. https://doi.org/10.1108/srj-08-2020-0308 

[20]. Houston, J. F., & Shan, H. (2021). Corporate ESG Profiles and Banking Relationships. The Review of 

Financial Studies, 35(7), 3373–3417. https://doi.org/10.1093/rfs/hhab125 

[21]. Jaiwani, M., & Gopalkrishnan, S. (2023). Do private and public sector banks respond to ESG in the 

same way? Some evidences from India. Benchmarking: An International Journal, 32(1), 194–221. 

https://doi.org/10.1108/bij-05-2023-0340 

[22]. Ji, L., Chiu, Y.-H., Liu, J., & Sun, Y. (2022). Environmental, social, and governance (ESG) and market 

efficiency of China’s commercial banks under market competition. Environmental Science and 

Pollution Research, 30(9), 24533–24552. https://doi.org/10.1007/s11356-022-23742-x 

https://doi.org/10.3390/su132011139
https://doi.org/10.21511/bbs.19(4).2024.15
https://doi.org/10.1108/bij-05-2023-0340


Factors affecting ESG practices of commercial banks in Vietnam: The role of ownership 

*Corresponding Author: Thi Lam Anh Nguyen
1
                   www.aijbm.com                        102 | Page 

[23]. Jungo, J., Madaleno, M., & Botelho, A. (2024). The role of financial inclusion and institutional factors 

on banking stability in developing countries. International Journal of Development Issues, 23(3), 361–

377. https://doi.org/10.1108/ijdi-09-2023-0233 

[24]. Kamaludin, M. F., Xavier, J. A., & Amin, M. (2021). Social Entrepreneurship and Sustainability: A 

Conceptual Framework. Journal of Social Entrepreneurship, 15(1), 26–49. 

https://doi.org/10.1080/19420676.2021.1900339 

[25]. El Khoury, R., Nasrallah, N., & Alareeni, B. (2021). The determinants of ESG in the banking sector of 

MENA region: a trend or necessity? Competitiveness Review: An International Business Journal, 

33(1), 7–29. https://doi.org/10.1108/cr-09-2021-0118 

[26]. Luo, K., Huang, Y., & Lv, Y. (2023). Non‐state shareholder governance and corporate sustainability: 

Evidence from environmental, social and governance ratings. Sustainable Development, 32(1), 211–

226. https://doi.org/10.1002/sd.2650 

[27]. Maama, H. (2021). Achieving Financial Sustainability in Ghana’s Banking Sector: Is Environmental, 

Social and Governance Reporting Contributive? Global Business Review, 097215092110443. 

https://doi.org/10.1177/09721509211044300 

[28]. Menicucci, E., & Paolucci, G. (2023). The influence of Italian board characteristics on environmental, 

social and governance dimensions. Management Decision, 61(10), 3082–3105. 

https://doi.org/10.1108/md-09-2022-1224 

[29]. Nathania, R., & Ekawati, E. (2024). Banking on ESG: How ownership influences financial outcomes in 

5-ASEAN countries. Banks and Bank Systems, 19(3), 121–132. 

https://doi.org/10.21511/bbs.19(3).2024.11 

[30]. Nitescu, D.-C., & Cristea, M.-A. (2020). Environmental, Social and Governance Risks - New 

Challenges for the Banking Business Sustainability. Www.Amfiteatrueconomic.Ro, 22(55), 692. 

https://doi.org/10.24818/ea/2020/55/692 

[31]. Nguyen, L. T., & Nguyen, K. V. (2020). The impact of corporate social responsibility on the risk of 

commercial banks with different levels of financial constraint. Asia-Pacific Journal of Business 

Administration, 13(1), 98–116. https://doi.org/10.1108/apjba-12-2019-0252 

[32]. Nguyen, N. T., Nguyen, A. T., To, H. T. N., & Le, T. T. H. (2023). The impact of bank competition on 

bank stability in Vietnam: The moderating role of shadow banking. Cogent Business & Management, 

10(2). https://doi.org/10.1080/23311975.2023.2241208 

[33]. Sadiq, M., Ngo, T. Q., Pantamee, A. A., Khudoykulov, K., Thi Ngan, T., & Tan, L. P. (2022). The role 

of environmental social and governance in achieving sustainable development goals: evidence from 

ASEAN countries. Economic Research-Ekonomska Istraživanja, 36(1), 170–190. 

https://doi.org/10.1080/1331677x.2022.2072357 

[34]. Setiarini, A., Diyanty, V., Gani, L., & Adhariani, D. (2023). Strategic orientation, risk‐taking, corporate 

life cycle and environmental, social and governance (ESG) practices: Evidence from ASEAN 

countries. Business Strategy & Development, 6(3), 491–502. https://doi.org/10.1002/bsd2.257 

 

 
 

 

 
 

 

 
 

 

 
 

*Corresponding Author: Thi Lam Anh Nguyen
1 

1
Banking Academy of Vietnam, Vietnam 

 

https://doi.org/10.1108/md-09-2022-1224
https://doi.org/10.1108/apjba-12-2019-0252

