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ABSTRACT  

The study uses Binary Logistics regression model to measure the influence of factors on credit 

risk at Vietnam Bank for Social Policies. The findings prove the impacts on credit risk of the 

following factors: demographic characteristics, job characteristics, loan characteristics and some 

factors inside the bank. The research results provide an empirical evidence for managers of 

Vietnam Bank for Social Policies to make appropriate lending decisions and policies to reduce 

credit risk.  

Keywords: Binary logistics; credit risk; borrowers’ demographic characteristics; loan 

characteristics. 

1. INTRODUCTION 

Vietnam Bank for Social Policies was established according to the decision number 

131/2002/QĐ-TTG of Vietnamese Prime Minister on 4th Oct 2002 [1].  Based on the 

reorganization of bank system serving poor people across Vietnam, Vietnam Bank for Social 

Policies had responsibility for lending to poverty households and other people under preferential 

treatment policy. Over the last few years, Vietnam Bank for Social Policies has contributed to 

lending governmental preference capital to every poverty household and this activity has created 

considerable results in helping those to sponsor for their business activities, improve their means 

of subsistence, and improve the quality of life of Vietnamese people. However, together with the 

success, Vietnam Bank for Social Policies are faced with the common difficult situation of 

Vietnamese bank system as in the evaluation of proposal “Destructing credit institution system in 

the period 2011-2015” which was approved by the Vietnamese Prime Minister by the decision 

no 254/QÐ-TTG on 1 March 2012 [2].  As showed by this proposal, the Vietnamese bank system 

has many limitations such as: high credit risk and liquidity risk, high value and prolonged bad 

debts. These limitations have substantially affected the business activities of Vietnamese bank 

system in general and Vietnam Bank for Social Policies in particular. The consequence is that 

people under preferential treatment policy and suitable customers cannot access to the preference 
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capital of Vietnam Bank for Social Policies for developing investment, as a result, their quality 

of life cannot be upgraded. 

The typical customers of Vietnam Bank for Social Policies are poor households who do not have 

properties for mortgage. The fiduciary loan makes high credit risk for Vietnam Bank for Social 

Policies because unlike other commercial banks, it does not have mortgages to arrange with past-

due debts. Therefore, the urgent issue of Vietnam Bank for Social Policies is finding out the 

reasons for past-due debts to suggest the methods for reducing their credit risk. As of now, 

research about factors influencing the credit risk of Bank for Social Policies in Vietnam is very 

limited. The paper uses quantitative tools to systematically examine elements that affect credit 

risk of Vietnam Bank for Social Policies to propose better management methods in loan recovery 

in order to lower the credit risk.  The rest of the paper proceeds as follows. Section 2 presents 

theoretical background about credit risk and influence factors. Section 3 describes the research 

model and research method. The empirical finding is examined in section 4. Section 5 concludes 

the paper. 

2. THEORETICAL BACKGROUND ABOUT CREDIT RISK AND INFLUENCE 

FACTORS 

2.1. Definition of credit risk: 

Credit risk is a popular technical term in lending activities or more broadly, in granting credit 

terms of commercial banks. There are many ways to characterize credit risk. According to Basel 

committee on banking supervision: “Credit risk is most simply defined as the potential that a 

bank borrower or counterparty will fail to meet its obligations in accordance with agreed terms” 

[3]. According to Anthony et al., “credit risk is the risk that promised cash flows from loans and 

securities held by Financial Intermediaries may not be paid in full” [4]. In short, credit risk is 

interpreted by particular incident – borrower has not paid the principle and interest in full amount 

or on time, as a consequence, this causes the damage on assets and business activities of lender.  

2.2. Factors influence to credit risk.  

The fact that borrower does not pay sufficient principal and interest amounts on time can be 

caused by many reasons. These reasons may come from customer, bank or objective macro 

economy features. In terms of customer, the two individual reasons are the repayment 

willingness and repayment ability. Willing borrowers will be enthusiastic to pay off the debt 

whenever they have ability to do it. On the other hand, even with enough money, the unwilling 

borrowers do not pay back without the force and pressure from lenders. The willingness can be 

evaluated by features of borrowers like personal characteristics, reputation, etc. Meanwhile, 

repayment ability is demonstrated by the ability to generate cash flows in the future to pay back 
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the debt. The cash flow could either come from business activities or other income sources like 

salary, wage, asset disposal and other incomes. In a challenging economic environment, the 

ability to generate cash flow of borrowers is not certain, therefore, the repayment of borrowers is 

uncertain although they are willing to pay off the debts.  

In addition, the management method of banks also creates credit risk. The insufficient appraisal 

in lending decision leads to the borrowing amount to overweigh the repayment ability, the due 

obligation does not match the borrower’s cash flow… These reasons result in irrecoverable debts 

for lender.    

Based on the previous empirical researches on credit risk, the factors influencing credit risk are 

follows: 

2.2.1 Factors influenced to credit risk from borrowers: 

2.2.1.1. Borrower’s demographic characteristic: sex, age, marriage status, dependents, 

career, academic level  

 Gender: Miller (2012) states that female borrower has higher repayment ability because 

they are more conservative, fewer criminal records and lower ethical risk [5]. The 

statement had been proven by empirical research of Chapman (1990) [6], Weber and 

Musshoff (2012) [7] with the finding that bad debt level in female were not as high as 

male. Similarly, Kinyondo (2009) discovered that if the leader of credit group is female, 

the ability of repayment is higher [8].  

 Age: The empirical research of Chapman (1990) [6] and Kohansal et al. (2009) [9] found 

the relationship between the borrower’s age and the ability of on time repayment.  

 Marriage status: this is also in consideration because normally, the married customers are 

often risk averse and their behaviors are more mature than unmarried customers or 

divorce customers, as a result, their on time repayment ability is higher. Nonetheless, the 

empirical research of Chapman (1990) [6], Duygan et al. (2008) [10], Antwi et al (2012) 

[11] and others did not find this relationship.  

 Dependents: The ratio of dependent is assumed to be negatively correlated with debt 

repayment with the explanation that the borrowers spend large amount of their income on 

nurturing dependents instead of using their income for debt repayment (Zeller, 1996) 

[12]. The empirical research of Chapman (1990) [6] also supports this statement. In 

Vietnam, the research of Truong et al. (2011) [13] concludes that in the borrower’s 

household, the fewer members that can earn for living, the lower probability of on time 

debt repayment.  
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 Career: The career characteristic also affects borrower’s income for debt repayment. 

Borrowers with stable career, long term experience, skillfulness will have higher 

repayment ability because of reliable income. The research of Kohansal and Mansoori 

(2009) [9] found that the farmer with longer experience will have higher repayment 

ability. The research of Chapman (1990) [6] accepted that borrower with knowledge 

career like professor, artist or stable career have higher repayment ability.   

 Academic level: Academic level of borrower is focused on loan appraisal process. The 

customer with high academic level is expected to have higher and stable income in long 

term. In the same time, their loan is used more efficiently; as a result, the ability to pay 

debt on time is higher. The research of Truong et al. (2011) [13] and Sileshi et al. (2012) 

[14] supported this assumption. However, this assumption was not supported by the 

research of Antwi et al. (2012) [11]. 

2.2.1.2. Borrower’s other characteristics: income level, ethics risk and abnormal spending 

behavior 

Aside from demographic characteristics, the effects of other features of borrowers such as 

income level, ethics risk and abnormal spending behavior to credit risk were asserted.  

 Income level: Chapman (1990) [6] classifies borrower’s income and examines the 

borrower’s income to ability of successful debt repayment. His research found that 

borrower’s ability of successful debt repayment is rated as high income, low income and 

average income, respectively. The conservatism is explained for low income borrowers 

because they are aware of their ability of debt repayment. They know that if they misuse 

the borrowing, the risk of inability for debt repayment is high. The research of Trương 

and Nguyen (2011) [13] explored the feature of family members’ income and concluded 

that the family with more high income earners would have higher ability of debt 

repayment. Other researches of Kohansal et al. (2009) [9] and Sileshi et al (2012) [14] 

also favor for the influence of income factor.  

 Ethical risk: Ethical risk in credit risk is using debt for wrong purposes. The borrower 

uses debt for wrong purposes and the creditor does not control this behavior both will 

lead to the increase for irrecoverable debt. Kohansal and Mansoori (2009) [9], Truong 

and Nguyen (2011) [13] included this matter in their survey and found the evidence for 

that. These authors mention that when the borrowers use debt with wrong purpose 

intentionally, the probability of late repayment increases. Meanwhile, Kohansal and 

Mansoori (2009) [9] could not find any evidence for this interrelation for the case of 

farmers and the authors did not analyze this matter.  
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 Abnormal spending behaviors: Abnormal spending behaviors that are not in the 

expenditure planning of borrower will put away the financial resources expected to be 

used for debt repayment. Therefore, abnormal spending behaviors will increase the 

irrecoverable debt possibility. Rodrigues et al. (2008) [15] lists several abnormal 

spending behaviors such as sickness, accidence, joblessness that decrease the debt 

repayment. 

2.2.2. Factors from bank 

In addition to factors from borrower, credit risk is also created by bank. The loan characteristic 

like loan amount, interest rate, maturity term and lending procedure have been proven to have 

relationship with the credit risk as followed: 

 Loan amount: Chapman (1990) [6] provided the statistical result which shows that small 

loans often have the highest risk, next is large value loans, followed by loans with 

average amount. Kohansal and Mansoori (2009) [9] found out the positive relationship 

between loan size and repayment ability. Sharma and Zeller (1997) [16] concluded that 

the larger loan amount, the less likely it is to be uncollectible. It is explained by authors 

that loans with big amount make it easier for borrowers to create values in comparison to 

small ones.  

 Interest rate: Ugbomeh et al., (2008) [17]; Deiniger and Liu (2009) [18] and Onyeagocha 

et al., (2012) [19] have explored the interest rate factor. Their finding is that the higher it 

is the higher possibility that borrowers do not pay back the debts on time.  

 Maturity period: Empirical research showed that maturity also affects repayment ability. 

Chapman (1990) [6] concluded that short – term debts (at most 1 year) have higher 

possibility of repayment than long – term loans. This is contrary to the viewpoint that the 

long maturity, the higher repayment ability. Onyeagocha et al. (2012) [19] did not find 

the impact of this factor to repayment ability in their study. 

 Lending procedure: Apart from loan characteristics, lending procedure also has effects on 

credit risk. Incompetent or careless employees and collusion with borrowers can lead to 

improper credit assessment process. Similarly, incorrect or inefficient credit rating system 

can also increase the risk of improperly assessing repayment ability of borrowers. 

However, they are just assumptions suggested by Macana (2006) [20] and not yet proven 

by empirical results. 
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3. RESEARCH MODEL AND METHODOLOGY 

3.1. Research model 

In order to build up a model for analyzing factors affecting credit risk at Vietnam Bank for 

Social Policies – Danang Branch, the study uses Binary logistics regression and refers to some 

empirical previous studies to select factors to put in the model. However, Vietnam Bank for 

Social Policies has some limitations on customers’ information disclosure so some of the factors 

suggested are not included in the model. The model used in this study is presented by the 

following formula (1.1): 
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In which: 

P(Y=1) = P0: Possibility that credit risk does not exists, which is the case that customers 

pay back the principal and interest on time.  

P(Y=0) = 1 – P0: Possibility that credit risk exists, which is the case that customers do not 

pay back the principal and interest in full amount or on time.  

Xi, Dj: Independent variables corresponding with factor influence to credit risk.  

U: Residual value 

According to the theory of Binary logistics regression, P0 is determined by formula (1.2): 
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According to 1.2, when dependent variable Xi ranges from - to +, Pi ranges from 0 to 1. 
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Table 1.1: Describing variables used in model 1.1 

Sign Variable Description Type 

Y Credit risk Dummy variable, get 1 if credit risk exists (customers do 

not pay principal and interest in full amount or on time); 

0 if there is no credit risk (customers pay principal and 

interest in full amount or on time) 

Dependent 

variable 

D1 Gender Dummy variable, get 1 if the borrower is male, 0 if 

female. 

Customers’ 

demographic 

characteristics D2 Marriage status Dummy variable, get 1 if the borrower is currently 

married, 0 if others (widow, divorced, single…)  

X1 Age The customer’s age (Current year – Customer’s year of 

birth) 

X2 Dependent rate Number of people without income in the family/ Total 

number of family members 

X3 Income Average monthly income of borrower (million Vietnam 

dong per month ) 

Job 

characteristics 

D3 Working place Dummy variable, get 1 if the borrower works in state-

owned organization, 0 if for others. 

D4 Manufacturing 

loan 

Dummy variable, get 1 if the loan is for manufacturing 

activities, 0 if for other purposes. 

Loan 

characteristics 

D5 Employment 

loan 

Dummy variable, get 1 if the loan is for solving 

unemployment, 0 if for other purposes. 

D6 Student loan Dummy variable, get 1 if the loan is for supporting 

students, 0 if for other purposes. 

D7 Consumption 

loan 

Dummy variable, get 1 if the loan is customers’ 

consumption, 0 if for other purposes. 

X4 Loan amount Total cash disbursements to customer (million Vietnam 

dong) 

X5 Interest rate Interest rate stated in the loan contract 

X6 Maturity period  Time length from first cash disbursement to the loan 

contract disposal date  

X7 Credit score Credit score of loan group given by bank officer Lending 

procedure of 

bank D8 Gender of loan 

group’s leader 

Dummy variable, get 1 if gender is male and 0 if gender 

is female. 
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3.2. Research hypotheses 

The general hypotheses (01) are made to test the existence of model (1.1):  

+ Hypothesis H1.0: model (1.1) does not exist: All factors in the model do not affect 

repayment ability of customers or all coefficients of the model (1.1) equal 0. 

+ Hypothesis H1.1: model (1.1) exists: There is at least one factor affecting repayment 

ability of customers or at least one coefficient of the model (1.1) differs 0. 

The pair hypotheses (02) are made to test whether the model is properly formatted:  

+ Hypothesis H2.0: model (1.1) is properly formatted. 

+ Hypothesis H2.1: model (1.1) is not properly formatted. 

In order to assess the influence of each factor investigated to repayment ability of 

customers at Vietnam Bank for Social Policies, the following hypotheses are developed:  

+ H01: credit risk of Vietnam Bank for Social Policies is not affected by gender of 

customers. 

+ H02: credit risk of Vietnam Bank for Social Policies is not affected by married status of 

customers. 

+ H03: credit risk of Vietnam Bank for Social Policies is not affected by age of customers. 

+ H04: credit risk of Vietnam Bank for Social Policies is not affected by dependent rate of 

customers. 

+ H05: credit risk of Vietnam Bank for Social Policies is not affected by average monthly 

income of customers. 

+ H06: credit risk of Vietnam Bank for Social Policies is not affected by working place of 

customers. 

+ H07: credit risk of Vietnam Bank for Social Policies does not differ between customers 

with manufacturing purpose and other purposes. 

+ H08: credit risk of Vietnam Bank for Social Policies does not differ between customers 

with employment purpose and other purposes. 

+ H09: credit risk of Vietnam Bank for Social Policies does not differ between customers 

with student loan and others. 

+ H10: credit risk of Vietnam Bank for Social Policies does not differ between customers 

with consumption purpose and other purposes. 

+ H11: credit risk of Vietnam Bank for Social Policies is not affected by loan amount of 

customers. 
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+ H12: credit risk of Vietnam Bank for Social Policies is not affected by interest rate. 

+ H13: credit risk of Vietnam Bank for Social Policies is not affected by maturity period of 

customers. 

+ H14: credit risk of Vietnam Bank for Social Policies is not affected by credit score given 

by bank staffs. 

+ H15: credit risk of Vietnam Bank for Social Policies is not affected by gender of savings 

and lending team’s leader 

3.3. Data collection 

Data set used in this study is obtained from documents of Vietnam Bank for Social Policies 

during the period 2012-2016 which includes 350 observations. Hair et al. (1998) [21] suggested 

the minimum sample size of 50 or better at 100; Gorsuch (1983) [22] said that in order to use 

regression, sample size must be at least 200. Therefore, the sample size of 350 can ensure the 

representativeness of the population, sample result of testing and estimation can be generalized 

to the whole population. 

4. RESEARCH RESULTS AND DISCUSSION 

4.1. Research results  

To explore the influence of these above factors on credit risk of Vietnam Bank for Social 

Policies, the study use Binary Logistics regression model. The research result is tested and 

estimated first time by Enter method to investigate the effect of all independent variables to 

dependent variable and Backwald – Conditional method is used next to examine the impact of 

affected variables to credit risk of Vietnam Bank for Social Policies. The non-affected variables 

will be declassified from the model. 

The sig value of Omnibus tests is lower than 5%, as a result, hypothesis H1.0 of the pair 

hypotheses (01) is rejected and the hypothesis H1.1 is accepted. This result verifies that the model 

(1.1) exists. In the other word, credit risk of Vietnam Bank for Social Policies is influenced by at 

least one variable of the model (1.1). To increase the precision of the model (1.1), the pair 

hypothesis (02) is checked by Hosmer and Lemeshow test. The sig value of Hosmer and 

Lemeshow test is 0.7 > 0.5 demonstrates that there is not enough evidence to reject hypothesis 

H2.0 or the model (1.1) is proper formatted. Therefore, the result of estimation and testing of 

model (1.1) by Binary Logistics regression model is reliable. 
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Table 1.2: OMNIBUS TESTS OF (MODEL COEFFICIENTS) 

 Chi-square Df Sig. 

Step 229.442 15 .000 

Block 229.442 15 .000 

Model 229.442 15 .000 

HOSMER AND LEMESHOW TEST 

 Chi-square Df Sig. 

Step 5.526 8 .700 

The estimation and testing result affected variables to credit risk of Vietnam Bank for Social 

Policies by Enter method (as show in appendix 1) and Backwald – Conditional method is 

displayed in table 1.3. From the information of table 1.3, the conclusion for hypothesis system 

from H01 to H015 of the effect of individual factor in the model (1.1) can be made from Ward 

testing.  The hypothesis H01; H02; H04; H05; H06; H07; H08; H09; H011; H012; H014; H015 are rejected 

as the sig value is smaller than 5%, on the other hand, the hypothesis H03; H010; H013 cannot 

reject as the sig value greater than 5%. It can be explained that 12 out of 15 factors 

corresponding to 15 independent variables in the model (1.1) have impacted the credit risk of 

Vietnam Bank for Social Policies, including:  gender, marriage status, dependent rate in 

customer’s family, customer’s income, working place, manufacturing loan, employment loan, 

student loan, loan amount, interest rate, credit score, and gender of loan group’s leader. Other 

non-affecting elements on credit risk of Vietnam Bank for Social Policies are customer’s age, 

consumption loan and maturity period.   

Table 1.3: The estimation and testing result of model (1.1) 

Variables B S.E. Wald df Sig. Exp(B) 

D1 1.669 .388 18.535 1 .000 5.308 

D2 -1.687 .356 22.409 1 .000 .185 

X2 .037 .008 18.980 1 .000 1.038 

X3 -.745 .167 19.860 1 .000 2.107 

D3 -2.083 .542 14.772 1 .000 .125 

D4 -2.336 .482 23.451 1 .000 .097 

D5 -1.185 .544 4.733 1 .030 .306 

D6 -1.162 .475 5.972 1 .015 .313 
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X4 .087 .024 13.462 1 .000 1.091 

X5 3.507 1.405 6.228 1 .013 33.344 

X7 -.220 .029 57.282 1 .000 .803 

D8 -.969 .334 8.402 1 .004 .380 

Constant 10.898 2.183 24.935 1 .000 54090.313 

 

Base on the test results, the model to quantify the credit risk of Vietnam Bank for Social Policies 

can be rewritten as model (1.3): 
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4.2. Discussion from research result 

4.2.1. Model predictability  

The prediction result of credit risk for Vietnam Bank for Social Policies based on the model (1.3) 

with a cut-off at 0.5 is exhibited in table 1.4 demonstrated that the predictability of model is 82.9 

%. The model can predict exactly 130 out of 164 cases of credit risk with the accuracy rate being 

79.3% and 161 out of 186 cases without credit risk with the accuracy rate being- 86%.  

Table 1.4 Credit risk predictability of model (1.3) 

Model 

Customers with credit risk 

164 customers  

Customers without credit risk 

186 customers  

Total 

350 customers  

Exact Inexact Exact Inexact Exact 

Number  Rate 

 

Number Rate 

 

Number Rate 

 

Number Rate 

 

Number Rate 

 

1.3 130 79.3 34 20.7 160 86.6 26 14 290 82.9 

 

4.2.2. Analyzing influence of factors to credit risk 

4.2.2.1. Demographic characteristics 

The research model indicates that 3 out of 4 examined factors of demographic characteristic – 

gender (D1), marriage status (D2), and independent rate (X2) – affect the credit risk of Vietnam 

Bank for Social Policies. Factor “age” (X1) is classified as non-affecting factor based on the 

research result.  
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 Factor “Gender”: from the table 1.3, it is found that the credit risk for male customer is 

5.308% higher than female customer. This finding is consistent with previous studies of 

Miller (2012) [5], Chapman (1990) [6], Weber và Musshoff (2012) [7]. This outcome fits 

in the Vietnamese culture where males are often more adventurous than females [23]. At 

the same time, females are more careful in investment and tend to have more savings than 

male [24] [25]. These characteristics lead to the higher credit risk of male customers in 

comparison to female customer in Vietnam Bank for Social Policies. 

 Factor “Marriage status”:  From the information of the table 1.3, it can be stated that the 

married customers have lower credit risk by 0.185% as compared to others like widows, 

divorced or unmarried customers.  The result is different from research findings of 

Chapman (1990) [6], Duygan et al. (2008) [10], Antwi et al. (2012) [11]. However, the 

outcome meets the feature of Vietnamese people that married people will be more 

responsible with their own lives, their family and their behaviors are more cautious than 

single people [26] [27]. As a consequence, the credit risk of married customers will be 

lower than that of others. 

 Factor “Dependent rate”: the factor “dependent rate” has positive relationship with credit 

risk in Vietnam Bank for Social Policies. The research expresses that if the dependent rate 

increases by 1%, the credit risk will increase by 1.038%. This finding is similar to the 

findings of Zeller (1996) [12], Chapman (1990) [6], Truong Dong Loc and Nguyen Thanh 

Binh (2011) [13]. This is understandable because if the number of people who cannot make 

their own living in the family is high, a large part of family income will be spent on living 

expenditure. Therefore, the part of family income that contributes for loan repayment will 

be low and the credit risk is high with this group of customer. 

 Factor “Age”: the research finding shows that factor “age” (X1) does not have effect on 

credit risk because the sig value is larger than 5% (as in appendix 1). This finding is not the 

same as empirical research result of Chapman (1990) [6]; Kohansal và Mansoori (2009) 

[9]. According to the policy of Vietnam Bank for Social Policies, the customer’s age must 

be ranged from 18 to 60 for males and from 18 to 55 for females. The customers who meet 

this requirement of Vietnam Bank for Social Policies are in working age [28]. They are 

also mature enough for their civil liability and behavior [29]. This causes the similarity for 

credit risk between customers with different age.  

4.2.2.2. Job characteristics 

  Factor “Income” (X3): According to Chapman (1990) [6], Kohansal and Mansoori 

(2009) [9], customer’s income affects customer’s credit risk. Their research results 

indicate that factor “income” has inverse correlation with credit risk. It means that 

customer’s income increase the credit risk will decrease. The empirical result based on 
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model (1.3) presents that if the customer’s income of Vietnam Bank for Social Policies 

gains by 1 (million Vietnam dong), the credit risk will decline bt2.107%. This is 

reasonable that the gain from customer’s income will contribute more for debt 

repayment, thus at the same time, the credit risk will decrease. 

 Factor “Working place” (D3): From the data of Vietnam Bank for Social Policies, the 

factor “Working place” has proved to affect credit risk. In detail, credit risk of customers 

working in state-owned organizations is 0.125% lower compared with customers in other 

organizations. This is explainable because the income of employee in state-owned 

organization is stable in Vietnam [30] [31]. In addition, according to the survey 

conducted by Ministry Of Labor – Invalids and Social Affairs in the year of 2016, the 

average income of employee in state-owned organization is highest in comparison to 

other organization in Vietnam [32]. Another reason is the payment method of employers. 

In Vietnam, complying with the Prime Minister’s Instruction 20/2007/CT-TTg, the 

worker who gets salary from government budget must get salary by bank account from 

the year of 2008 [33]. Other state-owned organizations tend to use bank to pay salary for 

their employees because of the advantages for both employees and employers [34]. This 

trend helps banks control cash flows of customers better; as a result, the debt repayment 

control is better. Meanwhile, customers working for other organizations, especially 

freelancers with unsecured income, give the cash spending habit in everyday transaction 

of Vietnam [35] [36] [37], the income control for these customers seem very difficult, as 

the result, the credit risk is higher. 

4.2.2.3. Loan characteristics 

 Factor “Loan purposes” has significantly influenced the credit risk in empirical research 

of Kohansal và Mansoori (2009) [9] and Truong Dong Loc and Nguyen Thanh Binh 

(2011) [13] with detailed loan purposes. The same conclusion has been found in the 

research of Vietnam Bank for Social Policies 

 Factor “Manufacturing loan” (D4): this factor has inverse relationship with credit 

risk in Vietnam Bank for Social Policies. In other words, customers with 

manufacturing purpose have credit risk lower than those with other purposes by 

0.097%. The loan principal invested in promoting manufacturing activities will 

help customer create income, as a result, the opportunity to get back these 

amounts will increase and credit risk will decrease. 

 Factor “Employment loan” (D5): like factor “Manufacturing loan”, factor 

“Employment loan” has inverse relationship with credit risk in Vietnam Bank for 

Social Policies. Customers with purpose of creating jobs have 0.306% lower risk 
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as compared to other purposes. This is reasonable because with the new job 

generated from loan, customer can create cash inflow and pay for the bank 

 Factor “Student loan” (D6): Inverse relationship has been found in this empirical 

research between factor “Student loan” and credit risk in Vietnam Bank for Social 

Policies. The research result shows that if the customers borrow to sponsor for 

their study in university, the credit risk will decline by 0.313% in comparison to 

other purposes, the highest value among purpose factors in this research. The 

result can be explained by two reasons. The first reason is the maturity day. 

According to the regulation of Vietnam Bank for Social Policies, students who 

borrow for their study can pay back their loan after their graduation because they 

can find job easier than untrained people [38]. Secondly, Vietnamese parent still 

take care of their children after 18 [39], as a result, they are willing to contribute 

to the payment for their children’s education loan.   

 Factor “Loan amount” (X4): According to the research results of Chapman (1990) [6], 

Kohansal and Mansoori (2009) [9], Sharma and Zeller (1996), this factor and credit risk 

has a negative correlation. It means that the bigger the loan amount, the lower credit risk. 

However, the positive correlation has found in this research: if the average loan amount 

increases by 1 million Vietnam dong, the credit risks increases by 1.091%. The difference 

in the research result can be explained by the customer’s characteristics of Vietnam Bank 

for Social Policies. Most of them are individuals and households, as a result, they manage 

their business and their capital based on experience. When the loan amount is small, they 

can manage well, however, when the loan amount is big, they manage it more 

inefficiently. It leads to the losing of their capital and the payment ability will decrease.   

 Factor “Interest rate” (X5): This factor has strongly affected credit risk in Vietnam Bank 

for Social Policies. On average, if the interest rate rises by 1%, the credit risk will go up 

by 33.34%. This result is consistent with the research of Deininge and Liu (2009) [18], 

Ugbomeh et al. (2008) [17], Onyeagocha et al. (2012) [19]. The interest rate increase 

makes the cost of capital increase at the same time. In short, the ability of the debt 

repayment will decrease as the interest payment increases. 

4.2.2.4. Factors from the bank: 

 Factor “Credit score” (X7):  the research demonstrates that credit score and credit risk 

have inverse relationship. To put it in a different way, if the customer features are good, 

the credit score is high and the credit risk is low. In Vietnam Bank for Social Policies, if 

customer’s credit score gain by 1 unit, the credit risk will see a downturn of 0.803%. 

From this result, the credit score process should be done carefully to minimize the credit 

risk for Vietnam Bank for Social Policies. 
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 Factor “Gender of loan group’s leader” (D8): The influence of gender of loan group’s 

leader on credit risk has been proven in this research. The empirical result shows that the 

credit score of male loan group’s leader is 0.38% lower than female loan group’s leader. 

The gender characteristic can clarify this difference. Women are more sentimental than 

men [40] [41], as a result, their emotion/feeling affects them in making decision of 

accepting group members. This leads to the increase of credit risk. 

5. CONCLUSION 

The model result can estimate the possibility of customers not repaying principal and interest on 

time. From that, the bank can classify customers into safe or warning zone and use suitable 

methods of lending and collecting debts for different customer groups to reduce credit risk. 

Besides, Binary Logistics regression can measure the influence of these factors: demographic, 

job, loan characteristics and some others from the bank, which affect credit risk. Based on the 

study, Vietnam Bank of Social Policies can come up with some solutions to reduce the risk of 

uncollectible debts. 

The research has limitations as several important factors are not included in the research like 

educational background, inflation, economic growth rate. In the future, with more data about 

customer characteristic and macro-economic factor, the research group will upgrade the model to 

evaluate credit risk better in Vietnam Bank of Social Policies. 

REFERENCES 

[1] Premier’s Decision No. 131/2002QD-TTg dated October 4th, 2002 about establishment of 

Vietnam Bank of Social Policies 

[2] Premier’s Decision No. 254/QÐ-TTG dated March 1st 2012 about proposal’s approval 

“Destructing credit institution system in the period 2011-2015” 

[3] Basel Committee on Banking Supervision (2000), “Principles for the Management of Credit 

Risk”. Retrieved from: http://www.bis.org/publ/bcbs75.pdf  [Accessed: 20 April 2017] 

[4] Anthony, Saunders, and Cornett Marcia (2003), "Financial institutions management: A risk 

management approach."  

[5] Miller, S. (2012), “Risk factors for consumer loan default: a censored quantile regression 

analysis”. Working paper. University of Illinois. 

[6] Chapman, J.M (1990), “Factors Affecting Credit in personnal Lending”. National Bureau of 

Economics Research. 

http://www.bis.org/publ/bcbs75.pdf


International Journal of Social Science and Economic Research  

ISSN: 2455-8834 

Volume:03, Issue:04 "April 2018" 

 

www.ijsser.org                              Copyright © IJSSER 2018, All right reserved Page 1694 

 

[7] Weber, R. & Musshoff, O. (2012), “Price Volatility and farm income stabilization: Modelling 

Outcomes and Assessing Market and Policy Based Responses”. Working paper. Department 

Bank Germany. 

[8] Kinyondo, A.A. (2009), “Determinants of loan repayment performance on microcredit 

institutions: Evidence from Tanzania”. Working paper. University of Dar es Sallam. 

[9] Kohansal, R.K. & Mansoori, H. (2009), “Factors Affectingon loan Repayment Performance 

of Farmers in Khorasan – Razavi Province of Iran”. Working paper. Ferdowsi University of 

Mashhad, Iran. 

[10] Duygan Bump, B. & Grant, C. (2008), “Household Debt Repayment Behaviour: what role 

do institutions play?”. Working paper. Federal Reserve Bank of Boston. 

[11] Antwi, S., Mills, E.F.E.A., Mills, G.A & Zhao, X. (2012), “Rick Factors of loan Default 

Payment in Ghana: A case study of Akuapem Rural Bank 2012”. Working paper. School of 

Finance and Economics, Jiangsu University, China. 

[12] Zeller, M. (1996), Determinants of repayment performance in credit groups: the role of 

program design, intra – group risk pooling, and social cohesion in Madagascar. International 

Food policy Research Institute. 

[13] Trương Đông Lộc and Nguyễn Thanh Bình (2011), Các nhân tố ảnh hưởng đến khả năng 

trả nợ đúng hạn của nông hộ tỉnh Hậu Giang. Banking Technology Review. Vol 64(July 2011) 

[14] Sileshi, M., Nyika, R. &Wangia, S. (2012), Factors Affecting Loan Repayment Performance 

of Smallholder Farmers in East Hararghe, Ethiopia. Developing Country Studued, vol 2, no.11. 

[15] Rodrigues, E.A.S., Chu, V. & Tkeda, T. (2008), The Effect of Repayment through Payroll 

Deduction on Personal Loan Interest Rates. Working paper. Research Department of central 

Bank of Brasil. 

[16] Sharma, M. & Zeller, M. (1997), Repayment Performance in Group – Based Credit 

Programs in Bangladesh: An Empirical Analysis. World Development, vol.25, no.10, pp. 1731 – 

1742, 1997. 

[17] Ugbomeh, G.M.M., Achoja, F.O., Ideh, V. & Ofuoku, A.U. (2008), Determinants of Loan 

Repayment Performance Among Women Self Help Groups in Bayelsa State, Nigeria. 

Agriculturae Conspectus Scientificus, vol.73, no.3. 

 



International Journal of Social Science and Economic Research  

ISSN: 2455-8834 

Volume:03, Issue:04 "April 2018" 

 

www.ijsser.org                              Copyright © IJSSER 2018, All right reserved Page 1695 

 

[18] Deiniger, K. & Liu, J. (2009), Determinants of repayment performance in Indian Micro – 

credit Groups. Working paper. Development Research Group of Work Bank. 

[19] Onyeagocha, S.U.O., Chidebelu, S.A.N.D., Okorji, E.C. & Ukoha, A. (2012) Determinants 

of Loan Repayment of Microfinance. Internaional Journal of Social Science and Humanities, 

Vol.1 no.1. 

[20] Macana, J. (2006), Summary of ability – to – repay and qualified mortgage rule and the 

cancurrent proposal. Worlking paper. Cambridge University. 

[21] Joseph F. Hair, Ronald L. Tatham, Rolph E. Anderson,  William Black (1998), 

Multivariable Data analysis, 5th edition, Publisher: Prentice Hall 

[22] Richard L. Gorsuch (1983), Factor analysis, 2nd edition, Publisher: Lawrence Erlbaum 

Associates 

[23] Thu Anh (2017), Su mao hiem co lam kho phu nu khi khoi nghiep. Retrieved from: 

http://motthegioi.vn/khoa-hoc-cong-nghe-c-68/su-mao-hiem-co-lam-kho-phu-nu-khi-khoi-

nghiep-68459.html [Accessed: 20 Sep 2017] 

[24] Thuy (2015), TGĐ Dệt kim Đông Xuân: Có người hỏi phụ nữ như tôi lên lãnh đạo thì làm 

được gì? Retrieved from: http://cafebiz.vn/nhan-vat/tgd-det-kim-dong-xuan-co-nguoi-hoi-phu-

nu-nhu-toi-len-lanh-dao-thi-lam-duoc-gi-20150401140810023.chn [Accessed: 14 Jan 2017] 

[25] Dinh Van (2017), Đây là 4 lý do giải thích vì sao phụ nữ thường phải 'keo kiệt' hơn nam 

giới. Retrieved from: http://cafebiz.vn/day-la-4-ly-do-giai-thich-vi-sao-phu-nu-thuong-phai-keo-

kiet-hon-nam-gioi-2017021514584084.chn [Accessed: 9 March 2017] 

[26] Van Yen (2007), Kết hôn mới chỉ là bắt đầu. Retrieved from: http://nld.com.vn/tinh-yeu-

hon-nhan/ket-hon-moi-chi-la-bat-dau-191255.htm [Accessed: 2 Jan 2017] 

[27] Nguyen Linh (2017), 7 lý do bạn nên kết hôn để có xu hướng thành công hơn trong sự 

nghiệp. Retrieved from: http://cafef.vn/7-ly-do-ban-nen-ket-hon-de-co-xu-huong-thanh-cong-

hon-trong-su-nghiep-20170223230247995.chn. [Accessed: 7 April 2017] 

[28] Labour law - Law No. 10/2012/QH13, date June 18, 2012 

[29] The Civil Code Law No. 91/2015/QH13, date November 24, 2015 

[30] Minh Duong (2017), Sinh viên ra trường nên chọn vào Nhà nước hay tư nhân?. Retrieved 

from: http://vov.vn/xa-hoi/sinh-vien-ra-truong-nen-chon-vao-nha-nuoc-hay-tu-nhan-591809.vov. 

[Accessed: 9 Fed 2017] 

https://www.amazon.com/s/ref=dp_byline_sr_book_2?ie=UTF8&text=Ronald+L.+Tatham&search-alias=books&field-author=Ronald+L.+Tatham&sort=relevancerank
https://www.amazon.com/s/ref=dp_byline_sr_book_3?ie=UTF8&text=Rolph+E.+Anderson&search-alias=books&field-author=Rolph+E.+Anderson&sort=relevancerank
https://www.amazon.com/s/ref=dp_byline_sr_book_4?ie=UTF8&text=William+Black&search-alias=books&field-author=William+Black&sort=relevancerank
https://www.questia.com/searchglobal#!/?publisher=Lawrence%20Erlbaum%20Associates
https://www.questia.com/searchglobal#!/?publisher=Lawrence%20Erlbaum%20Associates
http://motthegioi.vn/khoa-hoc-cong-nghe-c-68/su-mao-hiem-co-lam-kho-phu-nu-khi-khoi-nghiep-68459.html
http://motthegioi.vn/khoa-hoc-cong-nghe-c-68/su-mao-hiem-co-lam-kho-phu-nu-khi-khoi-nghiep-68459.html
http://cafebiz.vn/nhan-vat/tgd-det-kim-dong-xuan-co-nguoi-hoi-phu-nu-nhu-toi-len-lanh-dao-thi-lam-duoc-gi-20150401140810023.chn
http://cafebiz.vn/nhan-vat/tgd-det-kim-dong-xuan-co-nguoi-hoi-phu-nu-nhu-toi-len-lanh-dao-thi-lam-duoc-gi-20150401140810023.chn
http://cafebiz.vn/day-la-4-ly-do-giai-thich-vi-sao-phu-nu-thuong-phai-keo-kiet-hon-nam-gioi-2017021514584084.chn
http://cafebiz.vn/day-la-4-ly-do-giai-thich-vi-sao-phu-nu-thuong-phai-keo-kiet-hon-nam-gioi-2017021514584084.chn
http://nld.com.vn/tinh-yeu-hon-nhan/ket-hon-moi-chi-la-bat-dau-191255.htm
http://nld.com.vn/tinh-yeu-hon-nhan/ket-hon-moi-chi-la-bat-dau-191255.htm
http://cafef.vn/7-ly-do-ban-nen-ket-hon-de-co-xu-huong-thanh-cong-hon-trong-su-nghiep-20170223230247995.chn
http://cafef.vn/7-ly-do-ban-nen-ket-hon-de-co-xu-huong-thanh-cong-hon-trong-su-nghiep-20170223230247995.chn
https://vndoc.com/the-civil-code-law-no-91-2015-qh13/download
http://vov.vn/xa-hoi/sinh-vien-ra-truong-nen-chon-vao-nha-nuoc-hay-tu-nhan-591809.vov


International Journal of Social Science and Economic Research  

ISSN: 2455-8834 

Volume:03, Issue:04 "April 2018" 

 

www.ijsser.org                              Copyright © IJSSER 2018, All right reserved Page 1696 

 

[31] Cu Tat Dung (2016), Lương thấp, tại sao vẫn muốn làm công chức Nhà nước?. Retrieved 

from: http://www.bienphong.com.vn/luong-thap-tai-sao-van-muon-lam-cong-chuc-nha-nuoc/. 

[Accessed: 16 March 2017] 

[32] Nguyen Le (2017), Lương, thu nhập tại doanh nghiệp nhà nước cao nhất khối doanh nghiệp. 

Retrieved from: https://www.baomoi.com/luong-thu-nhap-tai-doanh-nghiep-nha-nuoc-cao-nhat-

khoi-doanh-nghiep/c/21290977.epi. [Accessed: 20 Jan 2017] 

[33] Premier’s Instruction No. 20/2007/CT-TTg dated August 24th, 2007 about salary payment 

from government budget. 

[34] Hoang Thi Minh Hai (2015), Lợi ích của việc, trả lương qua tài khoản. Retrieved from:  

https://tamdao.vinhphuc.gov.vn/ct/cms/tintuc/Lists/ThoiSuTongHop/View_detail.aspx?ItemID=

826. [Accessed: 25 April 2017] 

[35] Le Tan Lam Anh (2013), 'Khó bỏ thói quen dùng tiền mặt của người Việt'. Retrieved from: 

https://kinhdoanh.vnexpress.net/tin-tuc/quan-diem/kho-bo-thoi-quen-dung-tien-mat-cua-nguoi-

viet-2726819.html. [Accessed: 18 Nov 2016] 

[36] Thai Phuong (2017), Thói quen dùng tiền mặt không dễ bỏ. Retrieved from: 

http://nld.com.vn/kinh-te/thoi-quen-dung-tien-mat-khong-de-bo-20170121221832971.htm. 

[Accessed: 25 Feb 2017] 

[37] Hong Nhung (2017), Thói quen tiền mặt vẫn 'đánh bật' văn hóa 'cà thẻ trả tiền'. Retrieved 

from: http://tuoitre.vn/thoi-quen-tien-mat-van-danh-bat-van-hoa-ca-the-tra-tien-

20170925090114851.htm. [Accessed: 5 Dec 2016] 

[38] Tran Hai (2017), Đào tạo nghề: Dễ xin việc, nhưng tuyển sinh... khó. Retrieved from: 

https://baomoi.com/dao-tao-nghe-de-xin-viec-nhung-tuyen-sinh-kho/c/21936493.epi. [Accessed: 

8 May 2017] 

[39] Dan Ha (2016). Người Việt và ám ảnh tuổi già. Retrieved from: 

http://vietnamnet.vn/vn/tuanvietnam/nguoi-viet-phai-thay-doi-tu-duy-con-la-dau-tu-tuoi-gia-

291804.html. [Accessed: 14 April 2017] 

[40] Mai Loan (2015). Khác biệt não nam và nữ. Retrieved from: https://vnexpress.net/tin-

tuc/khoa-hoc/khac-biet-nao-nam-va-nu-3323368.html. [Accessed: 5 March 2017] 

[41] Chau Anh (2016), Nhạy cảm: món quà hay nỗi bất hạnh của phụ nữ?. Retrieved from: 

http://vietnammoi.vn/nhay-cam-mon-qua-hay-noi-bat-hanh-cua-phu-nu-9865.html. [Accessed: 3 

April 2017] 

http://www.bienphong.com.vn/luong-thap-tai-sao-van-muon-lam-cong-chuc-nha-nuoc/
https://www.baomoi.com/luong-thu-nhap-tai-doanh-nghiep-nha-nuoc-cao-nhat-khoi-doanh-nghiep/c/21290977.epi
https://www.baomoi.com/luong-thu-nhap-tai-doanh-nghiep-nha-nuoc-cao-nhat-khoi-doanh-nghiep/c/21290977.epi
https://tamdao.vinhphuc.gov.vn/ct/cms/tintuc/Lists/ThoiSuTongHop/View_detail.aspx?ItemID=826
https://tamdao.vinhphuc.gov.vn/ct/cms/tintuc/Lists/ThoiSuTongHop/View_detail.aspx?ItemID=826
https://kinhdoanh.vnexpress.net/tin-tuc/quan-diem/kho-bo-thoi-quen-dung-tien-mat-cua-nguoi-viet-2726819.html
https://kinhdoanh.vnexpress.net/tin-tuc/quan-diem/kho-bo-thoi-quen-dung-tien-mat-cua-nguoi-viet-2726819.html
http://nld.com.vn/kinh-te/thoi-quen-dung-tien-mat-khong-de-bo-20170121221832971.htm
http://tuoitre.vn/thoi-quen-tien-mat-van-danh-bat-van-hoa-ca-the-tra-tien-20170925090114851.htm
http://tuoitre.vn/thoi-quen-tien-mat-van-danh-bat-van-hoa-ca-the-tra-tien-20170925090114851.htm
https://baomoi.com/dao-tao-nghe-de-xin-viec-nhung-tuyen-sinh-kho/c/21936493.epi
http://vietnamnet.vn/vn/tuanvietnam/nguoi-viet-phai-thay-doi-tu-duy-con-la-dau-tu-tuoi-gia-291804.html
http://vietnamnet.vn/vn/tuanvietnam/nguoi-viet-phai-thay-doi-tu-duy-con-la-dau-tu-tuoi-gia-291804.html
https://vnexpress.net/tin-tuc/khoa-hoc/khac-biet-nao-nam-va-nu-3323368.html
https://vnexpress.net/tin-tuc/khoa-hoc/khac-biet-nao-nam-va-nu-3323368.html
http://vietnammoi.vn/nhay-cam-mon-qua-hay-noi-bat-hanh-cua-phu-nu-9865.html

	 Factor “Gender”: from the table 1.3, it is found that the credit risk for male customer is 5.308% higher than female customer. This finding is consistent with previous studies of Miller (2012) [5], Chapman (1990) [6], Weber và Musshoff (2012) [7]. T...
	 Factor “Marriage status”:  From the information of the table 1.3, it can be stated that the married customers have lower credit risk by 0.185% as compared to others like widows, divorced or unmarried customers.  The result is different from research...
	 Factor “Dependent rate”: the factor “dependent rate” has positive relationship with credit risk in Vietnam Bank for Social Policies. The research expresses that if the dependent rate increases by 1%, the credit risk will increase by 1.038%. This fin...
	 Factor “Age”: the research finding shows that factor “age” (X1) does not have effect on credit risk because the sig value is larger than 5% (as in appendix 1). This finding is not the same as empirical research result of Chapman (1990) [6]; Kohansal...

