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ANALISANDO EFEITOS DA QUALIDADE INSTITUCIONAL NA ESTABILIDADE BANCARIA:
EVIDENCIAS DE PAISES DA ASEAN

RESUMO

Obijetivo: O objetivo do presente estudo é analisar o efeito da qualidade institucional na estabilidade dos bancos,
utilizando dados a nivel dos bancos de 2010 a 2020.

Estrutura teorica: O estudo considera as instituicGes na perspectiva das instituicdes de governanca. Assim, 0
conceito de instituicbes governamentais estd relacionado com a base organizacional do pais em termos de
governanca, implicando qualidade institucional.

Projeto/metodologia/abordagem: O estudo utiliza 0 método GMM e também escolhe 0 Zscore como a variavel
priméria para a estabilidade bancéria.
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Conclus6es: Os resultados mostram que a qualidade institucional aumenta a estabilidade dos bancos. Além disso,
com o modelo de limiar, os resultados mostram que os paises com qualidade institucional acima do limiar
aumentardo a estabilidade dos bancos. Além disso, as variaveis das caracteristicas macroecondmicas e bancérias,
tais como o total dos ativos, a diversificagdo dos rendimentos, a qualidade do controlo, a inflagdo e a taxa de
crescimento do PIB, tém um significado elevado no modelo.

Pesquisa, Pratica & amp; Implicagdes sociais: O estudo mostra que os resultados empiricos do estudo tém
implicagBes politicas especificas para o governo na implementagdo de politicas relacionadas a qualidade
institucional para melhorar a estabilidade bancaria.

Originalidade/valor: ndo ha muitas pesquisas feitas para investigar a qualidade institucional para melhorar a
estabilidade bancaria. Além disso, devido a crise econdmica, a questdo da estabilidade bancaria é uma das
principais preocupacgdes de muitos investigadores. Segundo, pesquisas anteriores apenas se concentram no aspecto
da corrupgao e ignoram outros aspectos ou outros fatores. E por isso que os autores realizam essa pesquisa.

Palavra-chave: Qualidade Institucional, Estabilidade Bancaria, Paises da ASEAN.

ANALISIS DE LOS EFECTOS DE LA CALIDAD INSTITUCIONAL EN LA ESTABILIDAD
BANCARIA: EVIDENCIA DE LOS PAISES DE LA ASEAN

RESUMEN

Objetivo: El objetivo de este estudio es examinar el efecto de la calidad institucional en la estabilidad bancaria
utilizando datos a nivel bancario de 2010 a 2020.

Marco teorico: El estudio considera a las instituciones desde la perspectiva de las instituciones de gobierno. En
consecuencia, el concepto de instituciones de gobierno se relaciona con la base organizativa del pais en términos
de gobernabilidad, lo que implica calidad institucional.

Disefio/metodologia/enfoque: El estudio utiliza el método GMM y también elige la Zscore como variable
principal para la estabilidad bancaria.

Resultados: Los resultados muestran que la calidad institucional aumenta la estabilidad de los bancos. Ademas,
con el modelo de umbrales, los resultados muestran que los paises con calidad institucional por encima del umbral
aumentaran la estabilidad de los bancos. Ademas, las caracteristicas macroeconémicas y bancarias de variables
como los activos totales, la diversificacion de los ingresos, la calidad del control, la inflacion y la tasa de
crecimiento del PIB tienen una alta significancia en el modelo. El estudio muestra que los resultados empiricos
del estudio tienen implicaciones politicas especificas para el gobierno en la implementacion de politicas
relacionadas con la calidad institucional para mejorar la estabilidad bancaria.

Originalidad/valor: no se han realizado muchas investigaciones para investigar la calidad institucional para
mejorar la estabilidad bancaria. Ademas, a partir de la crisis econdémica, el tema de la estabilidad bancaria es una
de las principales preocupaciones de muchos estudios. En segundo lugar, las investigaciones anteriores se centran
en el aspecto de la corrupcion e ignoran otros aspectos u otros factores. Es por ello que los autores llevan a cabo
esta investigacion.

Palabras clave: Calidad Institucional, Estabilidad Bancaria, Paises ASEAN.

INTRODUCTION

Banks play a vital role in the financial system. The stability of banks will affect the
stability of the financial system in particular and the development of the economy in general
(Baum, Caglayan, & Xu, 2021; Davies, Richardson, Katinaite, & Manning, 2010).
Significantly, several new elements, such as institutional quality, have begun to attract the
attention of many authors, especially after the global financial crisis of 2008-2009.

The literature has shown that analyzing macroeconomic factors contributing to the
banking system's stability is essential for policymakers to avert a potential financial crisis
(Agnello & Schuknecht, 2011; Beltratti & Stulz, 2012). However, the existing papers mainly
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focus on macro elements and bank characteristics, not on new factors such as institutions.
Meanwhile, institutions are also considered an essential factor affecting the stability of banks.
The improvement of institutional quality can significantly impact credit risk in a bank, which
affects the bank's stability. The literature has documented that better institutional quality can
reduce asymmetric information and transaction costs and thus, improve resource allocation.
That reduces risks in lending activities, thereby making the bank more stable (Ho & Michaely,
1988; Williamson, 2000). Yulianto & Wijaya (2023) showed that the training program and
investor experience impact investor confidence. More importantly, the behavior of bank
managers can vary in different contexts regarding the economic situation and conditions of their
banks (Vo & Nguyen, 2014).

Freg (2020) pointed in ASEAN,there is low Z-score <=11.145 meaning low stability in
banking.

Next, the study also uses the threshold model (Hansen, 2000) to indicate the threshold
of institutional quality. Thereby, examine how the impact of institutional quality will change at
different institutional levels (precisely above and below the point). Mejbel et al (2023) present
a self-evaluation framework, allowing strength determination for each organization and
establishing those areas where additional enhancements need to be made.

In this study, we identify originality: previous researches use corruption factor (as a
measure for institutional quality) affecting banking stability (negative impact) (Aseidu, 2003).
On the other hand, previous researches indicated a general institutional quality matter (Nguyen,
Su and Nguyen, 2018). Some other researches use less factors than our study. In our research,
we use many more factors , esp. 6 factors we will mention in below sections. Also previous
researches have been done for emerging markets and other countries, while our research focus
on 8 countries in ASEAN context in specific period 2010-2020. Beside, our study has some
policy and solution implications , esp. solutions to corruption. In order to control corruption
effectively, an important measure is to make public and transparent information about the
activities of enterprises and the people to prevent corruption from the side of law enforcement.
At the same time, transparency of information about the operating mechanism of the
government apparatus and administrative procedures must be public, clear, easy to understand
and easy to implement. Encourage citizens to exercise their supervisory power to contribute to
the prevention and effective fight against corruption. In particular, measures in the anti-
corruption strategy must include both prevention and treatment, in order to create a three-no's

environment: don't want, don't dare and can't.
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To examine how institutional quality affects bank stability, we perform different model
estimates such as the fixed-effect estimation method and the Generalized Time Method (GMM)
on a sample of 157 banks from 8 ASEAN countries for the period 2010-2020. We find that
institutional quality increases bank stability, especially, stability is highly enhanced when

institutional quality is good. The result is specific when using different bank stability proxies.

LITERATURE REVIEW
The Conceptual Relationship Between Institutions and Bank Stability

Stability in banking is a topic of extensive discussion among regulators and researchers.
The global financial crisis of 2008-2009 necessitated the development of a unified framework
to avoid the risk of degrading the financial stability of the banking system and thus prevent any
spread of the crisis.

Several studies have introduced the concept of financial stability in banking (also known
as banking stability). However, the debate over the exact definition continues. Crockett (1997)
considered stability in banks related to the absence of financial stress, leading to losses in larger
banks and even bankruptcy in smaller banks. As a result, financially stable banks can meet their
obligations without outside support. Micro-prudence efforts aim to reduce the probability of
bankruptcy at each bank level. For example, "bank runs,” which is one of the causes of bank
instability (Bonin, Hasan, & Wachtel, 2014), can put the bank into bankruptcy (Diamond &
Dybvig, 1983; Ngalawa, Tchana, & Viegi, 2016). Such as the "bank run" from American banks
in the 1930s, the collapse of Bear Stearns in 2008, and the withdrawal of the Asian joint-stock
commercial bank in Vietnam in 2003 (P4, 2016). Lai (2002) argues that the fundamental cause
of the financial instability of banks is a liquidity crisis due to the demand for short-term
payments that exceed the reserves of highly liquid assets stemming from the loss of liquidity.
The balance between support and capital when the bank's liabilities tend to be short-term while
investments tend to be long-term and have low liquidity. In addition, a sudden credit tightening
can also cause instability for the bank. Banks tighten and narrow credit suddenly because they
are concerned that they do not have enough money to lend or because they must meet the central
bank's requirements, especially when this happens at any interest rate level, which became the
trigger of the financial crisis (Fratianni & Marchionne, 2009). Thus, banking stability can be
generalized as follows: "The bank'’s effective operation and ability to respond well to internal
and external influences, both now and in the future, especially the shocks of the economy, but
still maintain the ability to pay for due debts, maintain normal operations."
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Regarding institutional quality, there are also many points of view. Thorstein (1912)
argued that institutions are rules that define behavior or the normativeness of behavior in
situations, were accepting social group members, and adherence to those rules. Rutherford
(2001) argues that institutions are not merely constraints on the actions of individuals but also
include ways of thinking and behavior in general. The nature of institutional change is legacy
and depends on technology development. Although many studies have been conducted to
determine the impact of institutional quality on a country's economic and financial
development, little attention has been paid to analyzing these factors' effect on banking
performance.

According to the World Economic Forum report in 2010 (WEF), institutions are seen
as creating the frameworks that order, limit, and locate the enforcement mechanism of human
relations. It is the consensus of people in establishing rules, order frameworks, standards, and
constraints shared and agreed upon by the social community. Acemoglu, Johnson, and
Robinson (2012) extend the concept of institutions in the expression of power and the ability
of the state to the government to control harmful behaviors such as corruption for economic
growth and social governance. Institutions are distinguished into financial institutions and
political institutions.

According to (Matthews, 1986; North 1990; Williamson, 2000), institutions placed in
the context of human economic behavior include three groups: the first group comprises
informal institutions that exist in the conduct of people. Social behavior has norms, customs,
traditions, culture, and religion. Next group comprises of rights (property)-laws-formal rules
(Williamson, 2000). The third group, governance institutions, is concerned with the validity of
contracts according to the respective laws and the reconciliation of contractual transactions. In
this case, the concept of governance is understood as an attempt to enforce orders and thereby
minimize conflicts and recognize common interests (Williamson, 2000).

In this study, we consider institutions from the perspective of governance institutions.
Accordingly, the concept of government institutions is related to the country's organizational

foundation in terms of governance, implying institutional quality.

Empirical Evidence on Institutional Quality and Bank Stability

In this study, we identify research gap: A review of studies shows that a financial system
becomes efficient when its institutions are sound and functional. The proven significant
influence of different institutional quality variables on the financial system has encouraged us
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to believe in the relationship between institutional quality and banking stability. However, very
few studies focus on understanding the relationship between institutions and banking stability,
or the studies evaluating the above relationship only consider institutions in one aspect
(corruption). In this study, we determine each bank's composite institutional quality index and
control variables and country-specific to examine banking stability in ASEAN countries with
the hypothesis: Institutions increase bank stability in ASEAN countries. On the other hand, it
is not enough if we use Z-score to measure banking stability, so authors use other indices such
as NPL (Non performing loans) and adjusted Z-score.

Authors also analyze research issues based on GMM method for making judgments and
analyses. And compared to existing similar studies that use factors such as their research model
uses control variables such as NIM, asset quality, Bank concentration, etc. and other factors
such as economic cycles, and audit committee effectiveness, and competition that affect
banking stability, but this work will be different in an aspect of using many other factors to
measure banking stability; moreover, our research emphasize direct impact of institutional
quality on banking stability. However, there will come the novel of this work.

Overall, enhancing institutional quality brings multiple positive effects on banking
operation, so, in this study, we view the impact of institutional quality on bank stability with
Hypothesis 1.

Hypothesis 1. Institutional quality has positively affected bank stability.

MATERIAL AND METHODOLOGY
Data and Research methodology
From 8 Asean countries (with 8 banks) we collect data with 1757 observations.
Research period: 2010-2020.
A GMM method following (Bermpei et al., 2018; Tanaskovi¢ & Jandri¢, 2015; Uddin
et al., 2020) as:

Bank Stab; ; = ag + a;INS; ¢ + o, Bjje + agMj + € (1)

with i, j, t are the banks, country, and time indexes respectively. Zscore;j, is the
dependent variable (bank stability) for bank i in country j at time t. INS;, is an explanatory

variable. B;;, includes bank-specific control variables (bank size, liquidity, diversification,
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control quality...). Mj; are country-level macroeconomic variables (inflation, GDP growth). 3,

v, and o are estimated parameters of the model, and ¢it is the residual error term.

And threshold model proposed by (Hansen, 2000) (see eqg2).

Yie = tie + B1Xiel (qie = 0) + B2 X3l (qir < 0) + €it(2)

Y;; is dependent variable, X;; is an independent variables, and the q;, values are
threshold variables representing institutional quality.

Regarding the bank stability of ASEAN countries, we use the Zsocre index for
calculation and analysis. Table 1 shows that countries' level of banking stability has fluctuated
over the years. in which banks in Singapore, Malaysia, Thailand, and the Philippines have a
higher level of stability than banks in the rest of the ASEAN countries (see table 1)

Table 1. The average Zscore of the banking system of countries and the average of the ASEAN region in the
period 2010 - 2020

Niam | ASEAN | Campuchia | Indonesia | Lao | Malaysia | Philippines | Singapore | Thailand | Vietnam
2010 | 0.5961 0.4201 0.5305 | 0.4413 | 0.6796 0.7427 0.7729 0.5662 0.6579
2011 | 0.5540 0.4994 0.5161 | 0.2309 | 0.6074 0.6924 0.6807 0.5131 0.5444
2012 | 0.8565 0.7182 0.8950 | 0.5915 | 1.1484 1.0009 0.7034 0.9282 0.4384
2013 | 0.9154 0.9635 0.9979 | 0.7309 | 1.1836 0.9259 0.7965 0.9067 0.4339
2014 | 0.7924 0.8714 0.6415 | 0.3336 | 1.0874 0.6437 1.0696 0.9878 0.5430
2015 | 0.7691 0.7051 0.5413 | 0.4271 | 1.0458 0.7852 1.3962 0.9058 0.6379
2016 | 0.8745 0.5772 0.7616 | 1.2421 | 1.1053 1.0795 1.1146 0.8547 0.8349
2017 | 0.9306 0.6366 0.7666 | 1.2451 | 1.2451 1.1271 1.1246 0.9224 0.9039
2018 | 0.9232 0.7351 0.7208 | 0.5773 | 1.2119 1.1663 1.0433 1.1493 0.7484
2019 | 0.9093 0.7013 0.6569 | 0.8547 | 1.2171 1.0051 1.2370 1.0771 0.8932
2020 | 0.6247 0.5436 0.4487 | 0.6876 | 0.5982 0.6491 0.8184 0.6613 0.9651

(Source: Self-calculated and synthesized topic from Orisbank’s data, 2020)

In addition, we use the credit risk index, which is measured non performing loan, as a
proxy for bank credit risk to examine the impact of financial inclusion on bank stability (Al-
Shboul, Maghyereh, Hassan, & Molyneux, 2020; Louhichi et al., 2020; Smaoui, Mimouni,
Miniaoui, & Temimi, 2020).

Independent variable: Institutional quality index

The quality of institutions is determined in the most recent version of the World Bank's
Global Governance Index (WGI) (Kaufmann, Kraay, & Zoido-Lobatén, 1999). WGI data
recorded six dimensions reflecting institutional quality, including democratic rights (\Voice and
Accountability); political stability and social security (Political stability and absence of
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violence/terrorism); Government Effectiveness; Regulatory Quality; the Rule of Law; and
Control of Corruption. The scale of these afternoons is from -2.5 to 2.5. A higher value on this
scale indicates higher institutional quality.

Like Herrera-Echeverri, Haar, and Estévez-Breton's (2014) studies in emerging
markets, this study uses the average index from the six above indexes. This will avoid the
problem of dependencies on some common factors. Mean values have also been used by many
previous studies such as McMullen, Ray Bagby, and Palich (2008), Wennekers, Van
Wennekers, A., and Reynolds (2005).

In terms of institutional quality, ASEAN countries, on average, from 2010 to 2020, have
low institutional quality (see Figure 1). The weakest index group is corruption control, the rule
of law, and political stability; Indicators at the highest average level are government efficiency
and regulatory quality.

Figure 1. Institutional quality of ASEAN countries in the period 2010 - 2020
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(source: prepared by the authors)

Control variables

All variables are described in Table 2.

Table 2. Variable definition and sources

Variable Symbol Definition Sources
Dependent variables

Default risk ZSCORE Natural logarithm of Z-score Authors calculation
base on Oris Bank

Normalized Z- ZSCORE_n Normalized Z-scores by using [Z — Authors calculation

score min(Z)]/[max(Z) — min (2)] base on Oris Bank

Credit risk NPL The nonperforming loans to total loans. Authors calculation

(NPL) Higher values mean a riskier loan portfolio and  base on Oris Bank

more instability
Independence variables
INS IFI Average of 6 sub-indices including: Control of IMF
Corruption, Rule of law, Regulatory Quality,
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Government Effectiveness, Political Stability and
Absence of Violence, and Voice and
Accountability.

Bank size SIZE Natural logarithm of bank assets Focusbhank

Loan share LTA Loan to total assets Authors calculation
base on Focusbank

Compertitive LER The Lerner Index is estimated as LERit = ((Pit — Authors calculation

MCit)/Pit. Higher value of Lerner Index indicates  base on Focusbank
less bank competition

Provision  for LLPL Provision ratio for loans to Total loans Authors calculation

loan risks base on Oris Bank

Quality of MQA Total earning assets to Total assets Authors calculation

management base on Oris Bank

Capital risk ETA Equity to Total Assets ratio Authors calculation

control base on Oris Bank

Diversification DIV Non-interest income to Total operating income Authors calculation
base on Oris Bank

Economic GDP The annual growth rate of real GDP IMF

development

Inflation INF Inflation based on the consumer price index IMF

(source: prepared by the authors)
RESULTS AND DISCUSSION
Summary Statistics
Fig 2 reports that The Z-score’s mean value for 8 countries is 0.7943 and ranges

between -2.9666 and 3.0506, with a standard deviation of 0.5429.

Fig 2. Descriptive statistics

Variable Obs Mean sD Min Max
ZSCORE 1,727 0.7943 0.5429 -2.9666 3.0506
LZSCORE 1571 0.8131 0.3546 -2 9666 3.0506
ZSCORE n 1,727 0.5916 0.1767 0 1
LZSCORE_n 1570 0.6973 0.1781 0 1
NPL 1,727 0.1308 1.6767 0.0036 34.2465
LNPL 1569 0.1366 1.7514 0.0036 54 2465
INS 1,727 -0.1093 06821 -1.7653 1.1336
SIZE 1,727 6.7578 0.8091 36636 26921
LTA 1,727 0.6106 0.1331 0.0684 0.9344
LER 1,727 0.0860 0.1123 0.0001 1.5022
L1PL 1,727 0.0096 0.0153 -0.0757 02867
MQA 1,727 0.1324 0.0882 0.0078 0.9919
ETA 1,727 0.2031 0.1369 0.0034 14712
DIV 1,727 03524 0.4481 46927 3.6915
INF 1,727 32254 21759 -1.1387 186773
GDP 1,727 47521 31756 -9.53731 145256

(source: prepared by the authors)
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Panel Regression Results

The study, in turn estimates the impact of institutional quality on bank stability through
four models. Then is, two models combine the control variables, such as macroeconomic and
banking characteristics, and finally, a complete model with a combination of all relevant
variables. Fixed effect (FEM) and random effect (REM) panel data models are commonly used
in studies. However, unobservable properties can be fixed or random. Therefore, the study uses
the Hausman test to choose the appropriate model as FEM or REM. After the Hausman test,
the appropriate model is selected as FEM, if the correlation between the noise component
(country-specific) and the explanatory variable in the model is allowed. This way approaches
the fixed effect. (Fixed effects) helped limit one source of endogeneity problems in the

estimation model (fig 3).

Fig 3: Financial inclusion and bank stability- Fixed effect estimation

(1) 2 3 4)

Variable ZSCORE ZSCORE ZSCORE ZSCORE

INS 0.36432%*= 0.2236 0.4518%** 0.2951%*
(0.009) (0.106) (0.001) (0.033)

LTA 0.9666%** 0.9176%*
(0.000) (0.000)

SIZE 0.0939%** 0.1425%*=
(0.002) (0.000)
LER 0.0276 20.0406
(0.887) (0.832)

LLPL -0.0433%*= 0.0378%**
(0.000) (0.000)
MQA 0222 04514
(0.430) 0.121)
ETA 0.0968 0.2889
(0.634) (0.156)
DIV 0.001 20.0028
(0.849) (0.583)

INF 0.0243%%= 0.0109%*
(0.000) (0.049)

GDP 0.0226%*= 0.0247%*=
(0.000) (0.000)

cons 1.6058%** 13133%%% 0.6651%** 22107
(0.000) (0.009) (0352) (0.000)

Obs 1,727 1,727 1725 1727

®&% *% and * represent statistical significance at 0.01, 0.05, and 0.1, respectively.
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Institutional Quality Threshold Effects

A threshold score of -0.8327, institutional quality positively impacts bank stability,

especially countries with higher institutional quality than the threshold point will increase bank

stability higher row (see table 3)

Table 3. Regression result of the dependent variable Zscore

Zscore
Pre-threshold estimator. 1.0563***

(0.000)
Estimation coeff 1.6187***

(0.002)
Threshold -0.8327
Lower -1.2530
Upper -0.8003
Prob 0.050

**x ** and* indicate statistical significance at the 1%, 5%, and 10% levels respectively.
(source: prepared by the authors)

Robustness Tests: Dynamic panel model

The results of the SYS-GMM model with the independent variable IFI and the

dependent variables Zscore, Zscore_n, and NPL, respectively, are presented in Table 4.

Table 4. Institutional quality — Bank stability: The dynamic panel system GMM estimation results

Z-score Zn NPL
Lagged dependent 0.2296*** 0.3442*** 0.3669***
(0.000) (0.000) (0.000)
INS 0.1882** 0.1172*** -2.8898***
(0.003) (0.000) (0.007)
LTA 3.2134*** 0.7455*** -21.2243***
(0.000) (0.000) (0.009)
SIZE 0.4577*** 0.1311*** -2.4762*
(0.000) (0.000) (0.076)
LER -0.3301 0.0011 -5.3704**
(0.128) (0.985) (0.256)
LLPL -0.1184*** -0.0255*** 7.1058***
(0.002) (0.003) (0.000)
MQA 2.2907** 0.3606* -4.0987
(0.037) (0.096) (0.797)
ETA 2.8052*** 0.9414*** -31.4262**
(0.008) (0.001) (0.015)
DIV -0.6853** -0.2358*** -0.0362***
(0.022) (0.007) (0.965)
INF -0.0209*** -0.0070 -3.9314 ***
(0.348) (0.220) (0.000)
GDP 0.0243*** 0.0063*** 0.6030***
(0.003) (0.002) (0.000)
_cons -4.9689*** -1.0780*** 40.7658***
(0.000) (0.001) (0.005)
Numbers of obs 1,570 1,569 1,568
Numbers of groups 157 157 157
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Numbers of 31 29 18
instruments

AR (2) 0.276 0.765 0.242
Sargan 1.000 0.900 0.991
Hasen 0.333 0.110 0.393

*xk % and* indicate statistical significance at the 1%, 5%, and 10% levels respectively.
(source: prepared by the authors)

Regression results in Table 6 show that good institutional quality is significant in
reducing bad debt, which positively increases bank stability. This result is consistent with the
studies of (Uddin et al., 2020). This means increasing government effectiveness, controlling
corruption, and improving agents’ confidence and adherence to the rule of law to reduce bank
risk exposure and improve banks’ stability.

In addition to the institutional quality variable, the results show that the bank
characteristics variables also influence the stability of the banks. Specifically, capital risk

control, total assets, loans, and Quality of management positively affect bank stability.

CONCLUSION

Bank stability has become a significant concern in many countries and is of interest to
many scholars, especially after the 2008 economic crisis. Research results show that
institutional quality positively impacts the stability of banks in ASEAN countries. However,
the institutional quality in countries in ASEAN is still low, so to increase banking stability, the
study proposes the following policies:

Generally, governments in ASEAN countries should implement more decisive
institutional reforms to improve institutional quality. Furthermore, the government must take
action to protect customers and the users of financial services, including a strict legal system
on regulations related to banking activities and sanctions that must be clear. There are obvious
signs of violation in transactions... Thereby increasing the bank's stability. We suggest specific
solutions and implications:

Firstly, design the supervision mechanism and institution according to the principle that
state power from the central to local levels must be controlled and supervised. We are
completing the supervision and social criticism mechanism by creating and perfecting the legal
corridor and mechanism to exercise the people's democratic rights. The independent judicial
exercise, especially the adjudication work, must comply with the principle of independence,

only obeying the law.
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Second, enhancing transparency and accountability of officials and civil servants.
Ensure the relationship between the state and citizens, in which the people participate widely
in the policymaking process, and hold officials and civil servants accountable for the honesty
and results of public service activities. It is necessary to establish an effective mechanism to
enforce the people's right to access information to expand the space and opportunity for the
public to participate in the affairs of the state substantively. The state also needs to consider
improving the operating environment for social organizations representing the people's voice.

Third, improve the quality of the state administrative apparatus through the organization
of a lean and efficient device, downsizing the payroll, and applying information technology to
state management. Develop a mechanism for selecting, appreciating, and employing talented
people in state agencies.

Fourth, to further expand and ensure citizens' property rights through the construction
of a reliable legal system, freedom of contract, freedom to do business and competition, and a
reliable mechanism to help resolve the issue. Dispute resolution and a transparent government,
any government intervention in the economy are predictable and predictable.

Five is the solution to corruption. In particular, measures in the anti-corruption strategy
must include prevention and treatment to create a three-no environment: don't want, don't dare,
and can't. Specifically:

- Don't want to: educate employees on ethics and culture, pay them well, and make them

no longer want to engage in corrupt actions

- Do not dare: the law is strict and strictly enforced, and the social value system promotes

so that people do not dare to commit corrupt acts. Because if discovered, it will have to

pay a hefty price in terms of prestige, money, and civil liberties.

- Impossible: establish strict, transparent, open institutions and procedures, have a

system of corporate supervision and public scrutiny, officials cannot commit corrupt

acts.

Finally, clarity in regulations on the content and scope of property rights and the fair

and strict enforcement of rules will contribute to reducing risks and stimulating long-

term investment activities, increasing transaction volume and density, and reducing
transaction costs.

Secondly, banks must comply with regulations in banking activities such as credit size
and bank capital size. More importantly, banks need to have an apparent supervision and
management mechanism to limit negative impacts on banks activity. Only changes in
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management can ensure the bank's stability. Finally, governments need to ensure stable
economic growth and control inflation. When the macroeconomic environment is favorable,
the economy develops, and inflation is controlled, leading to dynamism and development of
banking services, making it a more stable bank.

However, there are more than 400 banks in ASEAN countries, but the data collection
process ensures sufficient data and high accuracy; the study only collected 157 banks. Thus, in
the coming time, the study will complete the data set and expand the research sample to
consolidate the study's results has found.

Research limitation and suggestions for future work

Authors may expand study for detailed analysis of each case such as Vietnam banks and
expand model for developing nations.

Moreover, there are some aspects need to be analyze more for future research work such
as: The management process is still governed by multiple goals, such as controlling inflation
and ensuring support for economic growth. Besides, the process of pursuing the goal of
stabilizing the value of money and controlling inflation of the SBV is still having negative
impacts of many factors such as: The roadmap to adjust the prices of goods under the control
of the State. ; public investment policies are still scattered and ineffective; increasing public
debt puts more pressure on monetary policy; challenges from global financial risks, actively

devaluation of currencies of central banks of other countries...
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