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ABSTRACT
Retail banking has always been considered as a core activity of banks because it has
the effect of accelerating the cash flow process and creating a mainstream medium

and long-term capital source for the bank. Vietnamese commercial banks now are
facing great risks. This reality requires banks to improve competitive capability to
compete with domestic banks and foreign banks. This study examines the determinants
affecting the competitiveness of retail bank service in VietinBank. By using Structural
Equation Modelling (SEM) technique, the results show five determinants affecting
positively to the competitiveness of the retail banking services including service quality,
financial capacity, risk management, organizational culture, and social responsibility. The
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findings indicate that financial capacity has biggest effect and service quality has
smallest effect on competitive capacity of retail banking service in VietinBank. The
research also proposes specific solutions to enhance the competitiveness and sustainable
development of retail banking services in Vietnam.
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1. Introduction

Banks play an important role in the development of economies and act as a financial regulator and
intermediary between the sender and the borrower. The banking system in Vietham contributes posi-
tively into mobilizing capital sources in society to serve the needs of economic development, create jobs
and improve people’s lives. As a result, the proportion of the population accessing banking services in
Vietnam has gradually increased over time, from 31% in 2014 to 70% in 2020 (British Business Group
Vietnam, 2019). The banks serve a wide range of customers and provide a wide range of services in
different forms including retail banking with the main activity of providing products and services to
individual customers, small and medium enterprises. Retail banking has always been considered as a
core activity of banks because it has the effect of accelerating the cash flow process, taking advantage
of the great potential of capital of all economic sectors, limiting cash payments, helping to save costs
and time for both banks and customers. In addition, retail banking service also plays an important role
in expanding the market, enhancing competitiveness, creating a mainstream medium and long-term cap-
ital source for the bank, contributing to diversify banking operations and non-banking products and
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services, and bringing revenue with less risk. Thereby, retail banking service develops the existing and
potential customer network of commercial banks.

Nowadays, retail service activities are playing an increasingly large role in the development of banks.
In the US, retail banking has become a strategic spearhead with retail debt and deposits increasingly
contributing to the balance sheets of commercial banks, and the rapid rise of bank branches (Clark et al.,
2007). The development of retail banking services also enhances the competitiveness of banks in emerg-
ing and developing countries. In Vietnam, the retail banking model in Vietnam currently has a lot of
potential for growth, which means that competition in the retail segment among banks is becoming
increasingly fierce. Domestic banks compete with foreign ones because of the process of integration and
globalization. Furthermore, it is undeniable that the development of the 4.0 revolution has created a
series of fintech companies, also becoming direct competitors of banks. Therefore, banks need to improve
their competitiveness to survive and develop sustainably, especially in the retail banking segment.

To maintain competitive advantage in the service sector such as banking, the service provider needs
to promote ten factors respectively, which are reputation, good staff, high brand recognition, supporting
service/products, financial resources, customer orientation, business knowledge, diverse product lines,
customer satisfaction and highly concentrated market (Aaker, 2001). Service managers should focus on
improving the functional factors such as timeliness of service delivery, attentiveness of staff, communi-
cation with client about service delivery time, accurate invoice information, promptness of service and
willingness to help staff (Meesala & Paul, 2018). In other words, staff attitude towards service users,
proper communication and correct service delivery are essential. Customers are not only looking for
tangible benefits, but also value the experience they received (Prentice et al., 2019; Roy et al,, 2018).
From the customer’s point of view, the service provider needs to offer quality service to be competitive
as customers have a lot of alternatives to achieve their goals. Inversely, a failure in service delivery can
decrease customer satisfaction.

The focus of many previous research papers was generally to look at the factors affecting the com-
petitiveness of banks in developed countries. However, banking system in developing economies such
as Vietnam may experience more adverse conditions than in developed economies, which causes dif-
ferentiation in retail banking service between developing and developed economies. The intrinsic of the
retail banking in Vietnam remains many limitations such as low equity; basic products and services not
meeting the needs of customers; ineffective distribution channel; unclear marketing strategy; undevel-
oped technology; poor service quality and high fees (British Business Group Vietnam, 2019).

Starting from the importance of the retail banking segment at commercial banks, this paper clarifies
the status of competitiveness and examines the external and internal factors of the bank affecting the
competitiveness of retail banking services in one of four largest state-owned banks in Vietnam. VietNam
Joint Stock Commercial Bank for Industry and Trade (VietinBank) was established in 1998 and has
always played a key role in the banking system in Vietnam. VietinBank has a nationwide network and
is also the first and only Vietnamese bank present in Europe. However, VietinBank is currently slower
than its competitors in promoting the retail banking segment. While at other banks, personal loans
account for a large proportion. However, at Vietinbank, personal loan has only accounted for about 3%
of total loan balance in 2019 (British Business Group Vietnam, 2019). This study also provides solutions
to enhance the competitiveness of retail banking service in the context of financial institutions in
Vietnam is suffering from both positive and negative shocks from the outside.

2. Theoretical framework and literature review
2.1. Theoretical framework

Retail banking is a banking service provided to individual individuals, small and medium enterprises (SMEs)
through a network of branches or customers who can directly access banking products through electronic
means of telecommunications (Mishkin, 2019). The competitiveness of commercial banks is also understood
as the ability of banks to control favorable business conditions compared to other banks (Casu & Molyneux,
2003; S. Uddin & Gupta, 2012). In other words, the competitiveness of commercial banks is the ability to
create and effectively use comparative advantages to compete with other commercial banks, which is
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reflected in the higher number of services provided, wider network of activities, increasing utilities of prod-
ucts and customer satisfaction level and more people knowing and using retail banking service.

According to the Value Disciplines Model, the three main pillars that create the competitive strength
of enterprises include product leadership, operational excellence, and customer intimacy (Treacy &
Viersema, 1993). Product leadership is the constant effort to deliver leading edge products or useful new
applications. This requires companies to be creative and responsive to the market. Operational excellence
is about providing reliable products or services to customers at competitive prices and the timeliest
service. Customer intimacy is about constantly tailoring its products and services to customers in a way
that can provide the best total solution. Loyal customers are the cornerstone of competition.

The competitiveness of retail banking depends on the economic environment (such as economic
growth, inflation, exchange rate, entry conditions), the industry environment (market forces such as cus-
tomers, suppliers, and competitors), and the internal environment (Barth et al., 2002). The theory of
resources and sustainable competitive advantage shows that there are three types of internal resources
of enterprises to maintain competitive advantage, including: (i) physical capital; (ii) human resources and
(iii) organizational capital (Barney, 1991). Specifically, Holdford (2018) suggests that these internal
resources can be financial (cash, access to credit); material (factory, equipment); legal (patents, trade-
marks); people (management and communication skills); organization (corporate culture, governance);
information (knowledge of the market); relationships (relationships with suppliers and customers).

2.2. Literature review

To maintain a competitive advantage in the long term, enterprise in general must continuously add
value to customers. Product advantages at low costs can effectively improve the competitiveness of
enterprises. According to Piha and Avlonitis (2015), bank managers can retain customers by creating
barriers that prevent users from leaving using a portfolio of premium and diversified services that users
can hardly give up any of them. The results of switching costs for customer as well as their subjective
perception of a bank product can have a positive effect on a deteriorating relationship between custom-
ers and banks. Cost leadership does not only mean charging significantly lower prices than competitors,
but also improving service delivery to better meet customer needs. When a bank creates a superior
difference in products/services, high price is a signal that shows the attractiveness of this bank ‘s prod-
ucts/services compared to other banks (Matzler et al., 2006). Therefore, the research hypothesis is:

H1: Good product has a positive relationship with the competitiveness of retail banking services.

The research of Hamzah et al. (2017) evaluated the service quality of retail banking in Malaysia from the
customer perspective and put it in relation to the overall service quality when considering the relationship
between service quality with the bank’s reputation, customer satisfaction and trust. This study pointed out
service quality affects the bank’s image in the evaluation of customers. Recently, banks in Vietnam are
paying more attention to the quality of their products and services as well as maintaining relationships
with customers to improve competitiveness. Banks should put customer-related criteria such as customer
perception of service quality and satisfaction as the core of their development strategy. This will help
improve customer loyalty and stabilize profit (Ngo & Nguyen, 2016). Therefore, the research hypothesis is:

H2: Service quality has a positive relationship with the competitiveness of retail banking services.

Distribution network is one of the two activities that commercial banks could master and gain com-
petitiveness (Lammarque, 2005). Different distribution channels allow for value-added optimization of
banking service. The choice of modern distribution channels such as counter, telephone, internet, mobile
creates differentiation about the competitiveness of banks. The wide system of branches and transaction
offices that are convenient for transactions contributes to the real competitiveness of the bank. In recent
years, e-banking services (internet banking, mobile banking, SMS banking ...) are developing strongly,
and at the same time affect the competitive advantage of traditional banking services. However, modern
distribution channels still cannot completely replace traditional distribution channels (Akinci et al., 2004).
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The right combination and development of distribution channels will help banks increase their accessi-
bility and satisfy customers in providing retail banking services. Given the significance of digitalization,
Backstrom and Johansson (2017) specifically considered the importance of retail distribution channels.
Therefore, the research hypothesis is:

H3: Distribution channel has a positive relationship with the competitiveness of retail banking services.

Salome et al. (2018) provided an empirical analysis of the trade-off between financial inclusion and
credit risk of commercial banks in Kenya. The paper analyzed the effect of financial inclusion on credit
risk and banking competitiveness of commercial banks in Kenya. Givi et al. (2010) identified factors
affecting the competitiveness of the banking system in Iran, thereby ranking the banks. The main inde-
pendent factors are financial capacity, market share, human resources, international cooperation, and
information technology application. The results of the study showed that financial strength is the main
factor affecting the competitiveness of commercial banks. Therefore, the research hypothesis is:

H4: Financial capacity has a positive relationship with the competitiveness of retail banking services.

To create the competitive strength of retail banking, the application of science and technology into
the operation process is very important. High technology will help people to access information quickly
and accurately, from which to make timely and correct decisions. When banks apply modern technology,
it will help save cost, speed up payment and cash flow and use capital effectively (Kemunto & Kagiri,
2018; Lin, 2007). According to Grewal et al. (2016), retailers have always been inundated with data col-
lected from enterprise system, websites, social data, location-based details from phones and applications.
In recent years, they increasingly start to take advantage of option for organizing these data better. The
power of data and analytical system enables retailers to understand customer behaviors, permitting
them to manage issues such as product, location, time, channel. They can use this data strategically to
optimize price and maximize sales. From a retailer’s perspective, technology significantly reduces person-
nel costs by reducing face-to-face customer interactions and reducing order processing times. In addi-
tion, the efficiency of technology also helps retailers and service providers reach the right customers at
a lower cost, offering ads or recommendations that are tailored to the needs of the customer. This result
is in line with our expectation regarding technology’s contribution to the competitiveness of service
retailer such as banks. Therefore, the research hypothesis is:

H5: Technology has a positive relationship with the competitiveness of retail banking services.

To properly control the performance of an organization, it is necessary to recognize potential threats
and risks, thereby strengthening management according to financial goals and accountability (Dellana
et al.,, 2021). Risks in retail banking are unexpected events that, when occurring, will lead to a loss of the
bank’s assets, a decrease in the actual profit compared to expected or banks must spend a certain
amount of money to complete a certain financial task. Banking is one of the sectors facing the most
risks because all activities are related to money. In the context that all types of risks are closely related
and interact with each other, they can cause great losses to the commercial banking system. Therefore,
risk management plays a very important role in helping the bank to defend against outside attacks and
to thrive in the long term. Risk management capacity is one of the most important factors promoting
competitive competence in banking services in Vietnam, besides financial and marketing capacity (Thuy
& Dai, 2014). Therefore, the research hypothesis is:

Hé: Risk management has a positive relationship with the competitiveness of retail banking services.

A commercial bank can enhance the competitiveness of retail banking services through trade promo-
tion activities such as advertising, sales promotion, personal selling, public relations, and direct market-
ing. Each bank has different sales promotion methods such as direct advertising, advertising through
mass media such as television, radio, internet. Promotions improve sales significantly (Das & Kumar, 2009)
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but tend to attract consumers towards bank switching rather than loyalty in the long run. Therefore, the
research hypothesis is:

H7: Promotion program has a positive relationship with the competitiveness of retail banking services.

Organizational culture includes ‘values, ‘beliefs’ and ‘standards’ that influence the thinking and behav-
ior of everyone in the organization. Organizational culture is an important source of competitive advan-
tage. Carmeli and Tishler (2004) studied the relationship between intangible factors (organizational
culture, communication, and knowledge) on the performance of the organization. Organizational culture
drives the organization’s efforts to improve the overall performance and quality of its products and ser-
vices. The research by Chen and Lin (2020) showed that organizational culture affects both competitive-
ness and productivity. Therefore, the research hypothesis is:

H8: Organizational culture has a positive relationship with the competitiveness of retail banking services.

The study of Zhao et al. (2019) extended the examination of the relationship between social respon-
sibility and competitive advantage. The results showed that social responsibility could positively affect
competitive advantage directly and indirectly through mediating variables on the structure and relational
aspects of competitive advantage. In a dynamic environment, social responsibility indirectly creates com-
petitive advantages by enhancing dynamic capabilities, such as the ability to integrate resources and the
ability to organize learning, but not by the ability to innovate and transform. Ruiz and Garcia (2021)
indicated the impact of corporate social responsibility on bank reputation of leading banks in the United
Kingdom and Spain. The results showed ability of corporate social responsibility to improve a banking
reputation in an unstable financial system. Therefore, the research hypothesis is:

H9: Social responsibility has a positive relationship with the competitiveness of retail banking services.

The competitiveness of commercial banks also depends on external factors such as socio-economic
environment, scientific and technological environment, and infrastructure (M. B. Uddin & Akhter, 2011).
According to Barth et al. (2002), the bank’s competitiveness depends on the business environment (mar-
ket forces as customers and suppliers), the economic environment (economic growth, accession condi-
tions) and internal environment (scale, accessibility of customers, banking risk management). In this
study, Provincial competitiveness index is presented for external environment factor affecting the com-
petitiveness of retail banking services. Therefore, the research hypothesis is:

H10: Provincial competitiveness index has a positive relationship with the competitiveness of retail banking ser-
vices.

In the context of developing countries, this paper extends relevant literature by examining the effect
of external factor such as provincial competitiveness index and internal factors such as organizational
culture and social responsibility on the competitiveness of retail banking services.

3. Research methodology and research design

This study applies quantitative method. The quantitative method examines numerical data and often
requires the use of statistical tools to analyze data collected. This allows for the measurement of vari-
ables and relationships between them can then be established. From literature review, the research pro-
poses factors affecting the competitive capability of retail banking service in VietinBank including product,
service quality, distribution, financial capacity, technology, risk management, promotion, organizational
culture, social responsibility, and provincial competitiveness index (Figure 1).

The research is conducted through three phases as follows:

Phase 1: Respondents are customers who have been using one or more retail banking services of VietinBank.
There are 1659 customers surveyed at branches of 6 provinces/cities in regions of North, Central and South
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Figure 1. Research model. Source: Researchers proposed.

Vietnam. Sampling method is simple random. To use this sampling technique, we asked for help from branch
directors in 6 provinces/cities. Branch directors would ask tellers to distribute surveys to customers when they
came to the bank to make transactions. The survey includes two parts. The first part is general information
about customer. The second one is evaluation of customers about retail banking service of VietinBank. There are
a total of 17 questions and 44 items for 10 factors. The items scale for factors is built based on foreign studies
and by in-depth interview with banking experts (see Appendix A). Customer’s response is measured through
guestionnaire on a 5-point Likert scale ranging from ‘strongly disagree’ to ‘strongly agree! After the survey results
are available, the collected data will be analyzed.Phase 2: The variables are tested by Cronbach’s Alpha coefficient
to analyse reliability of the scale and Exploratory Factor Analysis to reduce many observed variables into a set
of factors but still contain most of the information of the original set of variables. All data collected from the
guestionnaire are coded and processed by SPSS 20.0 and AMOS software. Total correlation coefficient is > 0.3
and Cronbach’s Alpha coefficient is > 0.7 which ensures reliability of the scale. The observed variables are cor-
related when Average Variance Extracted is > 50%, the KMO coefficient is within 0.5 to 1, Sig < 5%. Exploratory
factor analysis (EFA) with factor loading of all observed variables higher than 0.5 is performed.Phase 3: The
model is tested with Confirmatory Factor analysis (CFA) and Structural Equation Modelling (SEM). SEM technique
is a combination of multiple regression and factor analysis to examine the structural relationships among the
constructs, well-applied in relevant studies (Ashraf & Ali, 2022; Hair et al, 2017). The advantages of SEM are
grouped in four categories such as modelling of measurement errors and unexplained variances, simultaneous
testing of relationships, ability to link micro- and macro-perspectives, and best-fitting model and theory devel-
opment. A research model is considered with econometric issues if probability level < 5%; CMIN/df < 5; GFI, TLI,
CFl > 0.9; RMSEA < 0.08; PCLOSE =0.01. Apart from the above criteria, the test results must also ensure compos-
ite reliability (CR) > 0.6; Average Variance Extracted (AVE) > 0.5 and Maximum Shared Variance (MSV) is lower
than Average Variance Extracted (AVE) (Hair et al., 2010).

4. Findings
4.1. Data description

There are 6 cities/provinces surveyed located in 3 regions of North, Central and South of Vietnam includ-
ing Hanoi, Quang Ninh, Da Nang, Khanh Hoa, Phu Yen and Ho Chi Minh city. In general, the percentage
of customers participating in the survey is quite similar in the three regions of North, Central and South
of Vietnam with 32%; 37% and 31%, respectively. Customers participated in the survey are mainly from
3 big cities: Hanoi (27%), Ho Chi Minh City (33%) and Da Nang (15%). These are 3 cities with dense
population with developed socio-economic activities (Figure 2).
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Figure 2. Competitive capacity in VietinBank by provinces. Source: The researchers’ collecting data.

Table 1. Information about customers surveyed in VietinBank.

Measure Value Frequency Percent
Gender Female 881 53.1
Male 778 46.9
Age <20 years old 99 6.0
20-30 470 28.3
30-40 586 353
40-50 314 18.9
50-60 138 83
=60 years old 52 3.1
Education High school 211 12.7
Intermediate/College 320 19.3
University 946 57.0
Postgraduate 182 11.0
Income <10 million VND 510 30.7
10-20 million VND 647 39.0
20-30 million VND 314 18.9
30-40 million VND 110 6.7
240 million VND 78 4.7
Period of using time <1 year 210 12,6
1-3 year 438 26.4
3-5 year 429 259
=5 years 582 351

Source: The researchers’ collecting data.

The bank's retail banking competitiveness of VietinBank is measured on a 5-point Likert scale that
increases from 1 to 5 with 1-strongly disagree and 5-strongly agree. This figure reveals that customers
rate competitiveness of retail banking service highest in Quang Ninh (4.12), followed by Da Nang (3.95),
Ho Chi Minh City (3.85) and Hanoi (3.84). The lowest competitiveness level of retail banking service is in
Khanh Hoa and Phu Yen provinces (3.79). Therefore, Vietinbank’s branches in these provinces need to
improve the quality of retail service to improve their competitiveness compared to other provinces across
the country (Table 1).

With a number of observations of 1659 customers, the proportion of men is 47% and the proportion
of women is 53%. It can be seen that the number of women and men participating in the survey is quite
balanced.

In the total number of customers participating in the survey, the age group from 30 to under
40years old has accounted for the highest percentage (35%), which is followed by age group from 20
to under 30years old (28%) and age group 40 to under 50years old (19%). The rest percentage are
age groups under 20years old (6%), 50 to under 60years old (8%), and from 60years old and above
with the proportion (3%). It can be said that the age of customers using retail banking services at
VietinBank is quite diverse, mainly young people from 20 to under 50years old.
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Out of a total of 1659 people surveyed, 946 people have university degrees, accounting for the high-
est proportion (57%). In addition, the number of people with intermediate/college degree is 320 people,
equivalent to 19%. The remaining percentage of customers who completed high school or postgraduate
school has not much difference, accounting for 13% and 11%, respectively.

In terms of income, about 70% of the customers who participated in the survey have an income of
less than 20 million. Specifically, income level below 10 million is 31% and income level from 10 to
under 20 million is 39%. The rate of people with income level from 20 to under 30 million is 19%. The
remaining percentage of customers with income level from 30 and above is 11%.

In terms of time using banking services at VietinBank, the majority of survey respondents have
long-term attachment to services at VietinBank. The percentage for customers who have used the service
for more than 5years is 35%, which is followed by customers using the service from 1 to less than
3years (26.4%) and from 3 to 5years (25.9%). Customers using the service for less than 1-year account
for only 13% (Table 2).

Among those who have used the service for more than 5years, customers are mainly between the
age of 30 and under 50 (68.9%). Specifically, customers aged 30 to under 40 accounts for 45.2%, and
customers aged 40 to under 50 accounts for 23.7%. For a period from 3 to 5years, customers are aged
20-40years old (66.7%) with customers aged 20 to under 30 (32.9%) and customers aged 40 to under
50 (33.8%). For a period from 1 to 3years, customers are mainly aged 20-40years old (73.3%) with cus-
tomers aged 20 to under 30 (41.6%) and customers aged 30 to under 40 (31.7%). For a period under
1year, customers are mainly aged under 30years old (67.6%) with customers aged 20 to under 30 (39%)
and customers aged under 20 (28.6%). This reveals that most of VietinBank's long-term customers are
adults between 30 and 50years old. The time for using the service of young people is not long so
VietinBank should focus on the potential customers in the future (Table 3).

In terms of income, with two groups of customers with average income (10 to less than 20 million
and 20 to less than 30 million) and high income (from 30 million or more), most of them use the service
for 3-5years or more than 5years. The group of customers with low-income under 10 million have short
time using retail service mainly under 3years.

The services most used by customers are money transfer (78.9%), followed by saving (62.1%), bill
payment (53.4%) and checking account information (53.4%). These services have high customer demand
and are traditional banking services. Therefore, the bank can improve the competitive quality of these
services to gain new customers, thereby expanding its market share and cross-selling other products and
services. In fact, some banks in Vietnam such as Techcombank, MBBank are using the method of free
money transfer to attract new customers because money transfer service is the basic service that new
customers can access. Some services that are rarely used by customers are remittance payment, financial
consulting, securities investment consulting, insurance services, asset management and investment trust
and discounting valuable papers. These are financial service with greater complexity than traditional ser-
vice and therefore fewer customers to use.

Table 2. Period of using retail service of customers by different ages.

Time using service <20 20-30 30-40 40-50 50-60 =60 Grand total
<1year 60 82 39 15 1 3 210
1-3year 33 182 139 63 17 4 438
3-5year 2 141 145 98 37 6 429
>5years 4 65 263 138 73 39 582
Grand total 99 470 586 314 138 52 1659

Source: The researchers’ collecting data.

Table 3. Period of using retail service of customers by different income.
Time using service <10 million VND  10-20 million VND 20-30 million VND 30-40 million VND = =40 million VND Grand total

<Tyear 136 45 13 9 7 210
1-3year 156 189 75 8 10 438
3-5year 94 186 96 41 12 429
>5years 124 227 130 52 49 582
Grand total 510 647 314 110 78 1659

Source: The researchers’ collecting data.
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4.2. Estimation results

The research is tested by a reliability scale with Cronbach’s Alpha coefficient. The factors have total cor-
relation coefficient greater than 0.3 and Cronbach’s Alpha coefficient is greater than 0.7 which ensures
reliability of the scale (Hair et al., 2010). By using exploratory factor analyses (EFA) with factor loading of
observed variables higher than 0.5 and items of factor having high convergence, there are 7 factors
performed in Table 4. The factors with factor loading less than 0.5 are removed from model such as
Product, Distribution and Technology. Therefore, hypotheses H1, H3 and H5 are not examined in this study.

Table 4 shows that Cronbach's Alpha for service quality is 0.865; Risk management is 0.899;
Organizational culture is 0.900; Financial capacity is 0.924; Promotion is 0.855; Social Responsibility is
0.871; Efficiency is 0.923. This showed that the scales used for factors are appropriate. Such observations
make it eligible for the survey variables after testing scale. This data is suitable and reliability for research-
ing. The result of the EFA scales with Promax rotation shows the total explained variance (66.789%) of
the variation of the sample, and the Eigenvalues stop is 1.019. Barlett's test has statistical significance
with Sig = 0.000 and KMO = 0.953. Besides, factor loading is satisfactory and has very high convergence.
Thus, the scales are satisfactory, then will be used to analyze Confirmatory Factor analysis (CFA) and run
structural equation model (SEM)

CFA test in critical measurement model to evaluate the distinction between concepts in research
model. The critical model has 339 degrees of freedom. CFA results show that the model has a Chi-square
of 1012.8 (P-value = 0.000); CMIN/df = 2.988<5; CFl = 0.980, TLI = 0.976, GFl = 0.958, PCLOSE = 1.000.
Indexes are all greater than 0.90 and RMSEA = 0.035 <0.05. Therefore, it is confirmed that the model has
a high degree of suitability with data on assessing the bank’s competitiveness. Table 5 shows that the
factors ensure composite reliability (CR) must be greater than 0.6; Average Variance Extracted (AVE) must
be greater than 0.5, Maximum Shared Variance (MSV) is lower than Average Variance Extracted (AVE)
(Hair et al., 2010).

Table 5 indicates Discriminant validity is satisfield. These factors are not correlated with each other.

Table 6 shows five hypotheses are supported, and one hypothesis is rejected. The estimation results
show that there are 5 factors affecting the competitive capability of VietinBank at 5% significance level

Table 4. Reliability and validity of constructs.

Constructs Scale items Cronbach’s alpha CR AVE MSV Factor loading
Service quality Serqual_2 0.865 0.862 0.610 0.346 0.824
Serqual_3 0.798
Serqual_1 0.781
Serqual_4 0.706
Risk management Risk_2 0.899 0.898 0.747 0.493 0.884
Risk_1 0.839
Risk_3 0.794
Organizational culture Cult_4 0.900 0.894 0.585 0.493 0.800
Cult_5 0.793
Cult_6 0.764
Cult_2 0.759
Cult_3 0.731
Cult_1 0.663
Financial capacity Fincap_2 0.924 0918 0.738 0.457 0.973
Fincap_1 0.889
Fincap_3 0.862
Fincap_4 0.711
Promotion Promo_3 0.855 0.851 0.534 0.491 0.861
Promo_2 0.857
Promo_5 0.693
Promo_4 0.544
Promo_1 0.534
Social responsibility Social_4 0.871 0.872 0.696 0.432 0.915
Social_3 0.861
Social_5 0.622
Competitive capacity Compete_3 0.923 0.926 0.758 0.457 0.905
Compete_2 0.867
Compete_1 0.821
Compete_4 0.792

Notes: CR: composite reliability; AVE: average variance extracted; MSV: maximum shared variance. Source: The researchers’ collecting data and
AMOS.
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Table 5. Discriminant validity.

Organizational Financial Competitive Service Social
Risk culture capacity capacity Promotion quality resposibility
Risk 0.864
Organizational 0.702 0.765
culture
Financial capacity 0.620 0.578 0.859
Competitive capacity 0.642 0.660 0.676 0.870
Promotion 0.633 0.701 0.600 0.540 0.731
Service quality 441 0.588 0.401 0.368 0.544 0.781
Social resposibility 0.617 0.657 0.598 0.649 0.552 0.451 0.834

Source: The researchers’ collecting data and AMOS.

Table 6. Coefficients from the structural equation modelling (SEM).

Standardized
Relationships coefficient S.E CR p Conclusion

Competitive < Income 0.03 0.011 1.759 0.079 Accepted
capacity

Competitive < Time using service —-0.034 0.011 —-1.881 0.050 Accepted
capacity

Competitive <--- Service quality 0.084 0.030 —-30.260 0.001 H2 is accepted
capacity

Competitive <--- Financial capacity 0.339 0.028 120.084 0.000 H4 is accepted
capacity

Competitive <--- Risk management 0.156 0.033 40.970 0.000 H6 is accepted
capacity

Competitive < Promotion —0.043 0.039 —-10.304 0.192 H7 is rejected
capacity

Competitive <--- Organizational culture 0.284 0.046 70.494 0.000 H8 is accepted
capacity

Competitive <--- Social Responsibility 0.225 0.032 70.729 0.000 H9 is accepted
capacity

Competitive <--- Provincial 0.025 0.004 1.442 0.000 H10 is accepted
capacity Competitiveness Index

Source: The researchers’ results and AMOS.

including service quality, financial capacity, risk management, organizational culture, and social responsi-
bility. The finding indicates that financial capacity is the factor that strongly affects competitive capacity
of retail banking service in VietinBank (standardized coefficient is 0.338), which is followed by organiza-
tional culture (standardized coefficient is 0.284). Meanwhile, the standardized coefficients for social
responsibility and risk management are 0.225 and 0.155, respectively. Service quality has the smallest
effect on competitive capacity (standardized coefficient is 0.082). The standardized coefficient of Provincial
Competitiveness Index is positive, which reveals that branches of VietinBank in provinces with high com-
petitiveness index representing a healthy business environment, will have higher competitive capacity in
retail banking service.

The service quality factor positively affects the competitiveness of retail banking services. This result
is similar to the study of Hamzah et al. (2017); Prentice et al. (2019); Roy et al. (2018) and Ngo and
Nguyen (2016). The financial capacity factor positively affects the competitiveness of retail banking ser-
vices. This result is similar to the study of Givi et al. (2010). The risk management factor positively affects
the competitiveness of retail banking services. This result is similar to the study of Dellana et al. (2021)
and Thuy and Dai (2014).

This research extends relevant literature by examining the effect of internal factors such as organiza-
tional culture and social responsibility and external factor such as provincial competitiveness index on
the competitiveness of retail banking services. The result shows organizational culture factor has positive
effect on the competitiveness of retail banking services. This result is similar to the study of Carmeli and
Tishler (2004) and Chen and Lin (2020) about the relationship between intangible factors (organizational
culture, communication, and knowledge) and competitiveness of the organization. The social responsibil-
ity factor has positive effect on the competitiveness of retail banking services. This result is similar to the
study of Zhao et al. (2019) and Ruiz and Garcia (2021) about the positive impact of corporate social
responsibility on competitive advantage of reputation of the organization. The external factor repre-
sented by the Provincial Competitiveness Index promotes higher competitive capacity in retail banking
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service, This result is similar to the study of M. B. Uddin and Akhter (2011) about the bank’s competitive-
ness depending on the business environment.

Another contribution in this study is standardized coefficient of income is positive at the significance
level 10% and standardized coefficient of time using service is negative at the significance level 5%. It
implies that customers having higher income and shorter time using service evaluate the competitiveness
of retail banking banking service better. This is suitable because young customers who spend a short time
using banking service are more easy-going than customers who have been using it for a long time.

To test the fit of model, we analyzed some indices such as goodness of fit index (GFI = 0.952), adjusted
goodness of fit index (AGFI = 0.940), comparative fit index (CFl = 0.975), normal chi-square to degree-of-
freedom (CMIN/DF = 3.170), root mean square error of approximation (RMSEA = 0.045), root mean
squared residual (RMR = 0.048), and normal-fit index (NFI = 0.964). According to Hair et al. (2010), these
indices are within the recommended level.

5. Conclusion

The main purpose of this study is to analyze competitive capacity of retail banking service in VietinBank
and identify determinants affecting competitive capacity. By applying SEM for a sample data of 1659
customers, the research finds five factors have a positive impact on competitiveness of retail banking
service in VietinBank including service quality, financial capacity, risk management, organizational culture,
and social responsibility. The finding reveals that financial capacity is the factor that strongly affects
competitive capacity of retail banking service, which is followed by organizational culture, social respon-
sibility, and risk management. Service quality has the smallest effect on competitive capacity. The exter-
nal factor represented by the Provincial Competitiveness Index is positive, which reveals that a highly
competitive business environment promotes higher competitive capacity in retail banking service. Higher
income and shorter time using service of customers also contribute to determine competitiveness of
retail banking banking service better.

VietinBank needs to focus on factors having a positive impact on competitiveness including service
quality, financial capacity, risk management, organizational culture, and social responsibility. The bank
should continue to improve service quality by diversifying retail services with competitive price along
with professional employees to serve customers better. Service providers should focus on bringing
convenient services to customers because the products usually do not have much difference among
competitors. Bank staffs need to pay more attention to interpersonal skills for understanding and
providing personalized services for customers. Better service quality helps the bank strengthen rela-
tionships with old customers, attract new customers, thereby maintaining long-term relationships with
customers and increasing customer satisfaction as well as expanding market share. Financial capacity
is to ensure the minimum capital adequacy ratio as regulated by the State Bank and to ensure the
safety of the bank’s own operations during the credit operation process. Increasing capital will allow
banks to invest in technology development, human resource training and expand distribution chan-
nels. These are also indispensable factors if the bank wants to improve its competitiveness. Retail
banking has many potential risks. Risk management activities ensure safety in transaction. Having a
risk control system through a technology platform helps the bank deal with risk incidents and improve
its competitiveness compared to other banks. Good risk management also helps the bank increase its
financial ratios and financial capacity. Organizational culture is improved by increasing the high
involvement of bank staff in processes and decisions so that employees are committed and have a
high sense of responsibility to the bank. VietinBank needs to have a common set of values, beliefs,
and symbols, and have a high degree of coordination and consistency among employees and man-
agement levels in the bank. The strengthening of social responsibility does not stop at the implemen-
tation of the full tax obligations to the state and ensuring customer benefits. Social responsibility
through the bank’s participation in community programs helps to improve its public image, thereby
gaining more new customers.

In the context of international economic integration, Vietham Government is implementing interna-
tional commitments about opening banking services and aiming at building a competitive banking
system on an international level according to the legal framework. To improve the competitiveness of
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the Vietnamese commercial banking system and promote sustainable development of the banking
industry in the coming period, VietinBank needs to expand the most effective customer network based
on the relationships with existing customers of the bank. When existing customers are satisfied with
banking services, they will introduce potential customers to the bank. In addition, cross-sales are also
very effective as the bank exploits the needs of existing customers and sells other products and ser-
vices that customers have not used. Improving competitiveness will help the bank sustain in the short
term and develop sustainably in the long term against negative shocks that the economy may cause.

The limitation of the new research is that it focuses on customer data, so the results may lack gen-
eralizability. Therefore, future studies can design more questionnaires to investigate more data from
employees and managers about the competitiveness of retail banking services so that the research
results can be compared to find similarities and differences about independent factors. In addition, the
research only investigated VietinBank branches in some provinces/cities across the country. So, the
scale of future studies can be extended to more branches of VietinBank in many provinces and cities
across Vietnam to make the data more representative. In addition, the study points out several internal
and external factors that affect the competitiveness of retail banking services in VietinBank. Future
studies can add other internal and external factors to increase the rationality of the research model,
thereby proposing more appropriate solutions for banks for retail banking services.
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Appendix A: Building the items scale of factors determining the quality of retail
banking service in VietinBank

Factor Encode Items
Product Prod_1 Bank has more diversified retail banking products
Prod_2 Bank often launches new retail banking products
Prod_3 Retail banking products have many utilities
Prod_4 Competitive prices (interest rates, fees) of retail banking products
Service quality Serqual_1 Simple transaction procedure
Serqual_2 Fast transaction execution time
Serqual_3 The bank has a good customer care policy
Serqual_4 Service attitude of staff is friendly, considerate, and cheerful
Distribution Dist_1 The system of branches and transaction offices is wide
Dist_2 Transaction location and time is convenient for customers to transact
Dist_3 Branches and transaction offices have a large area with convenience
Financial capacity Fincap_1 Charter capital of the bank is big
Fincap_2 Equity of the bank is big
Fincap_3 Mobilized capital of the bank is high
Fincap_4 The bank’s ability to mobilize capital is good
Technology Tech_1 The bank regularly updates and applies new technologies
Tech_2 The bank’s online transactions are smooth and safe
Tech_3 The Bank’s ATMs, POSs meet customer needs and operate 24/7
Tech_4 The location and density of ATMs and POS is reasonably arranged
Risk management Risk_1 The bank is always interested in risk management activities to ensure business operations
Risk_2 The bank can handle risk incidents well
Risk_3 The bank has implemented a risk control system through a technology platform
Promotion Promo_1 Customers can easily find information about the bank’s retail services
Promo_2 The bank has impressive forms of advertising
Promo_3 The bank’s promotions are relevant and valuable
Promo_4 The bank has sponsorship and communication activities to increase the bank’s image in the
market
Promo_5 Beautiful and impressive retail banking brochures
Organizational culture Cult_1 High involvement of bank staff in processes, decisions, and performance
Cult_2 The employees are committed and have a high sense of responsibility to the bank
Cult_3 Banks have a common set of values, beliefs and symbols
Cult_4 There is a high degree of coordination and consistency among employees in the bank
Cult_5 The bank learns the factors of the external environment and makes appropriate responses
Cult_6 The bank could adapt to changes in the external environment to match its structure and
operation
Cult_7 The bank’s goals are clear and relevant to all employees
Cult_8 The bank tries its best to achieve the goal
Social Responsibility Social_1 The bank pays tax in full
Social_2 The bank guarantees legitimate rights and benefits for employees
Social_3 The bank ensures transaction safety
Social_4 The bank guarantees the benefits for customers
Social_5 The bank participates in the community programs
Competitiveness Compete_1 The bank achieves high loan balance and sales growth
Compete_2 The bank achieves high profit growth
Compete_3 The bank improves the efficiency of providing retail banking services

Compete_4 The bank achieves customer satisfaction and trust
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