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ABSTRACT

This study examines the factors influencing operational risk and their effects on the
performance of commercial banks in the Lao People’s Democratic Republic (Lao PDR). The
primary objective is to identify and analyze the determinants of operational risk using panel
data from 32 commercial banks over the period 2020-2024. Secondary data were obtained from
the official websites of the Bank of the Lao PDR and individual commercial banks, aggregated
into annual observations, and analyzed using Panel Logit Regression. Data processing and
estimation were conducted using Microsoft Excel and STATA 17. The results indicate that total
loans and total assets of commercial banks increased steadily between 2020 and 2024,
highlighting a growing exposure to operational risk. Given that loans constitute the core assets
of banks, the inability of borrowers to fulfill their obligations may elevate operational risk.
Despite this, the Non-Performing Loans (NPL) ratio and Return on Equity (ROE) remained
within acceptable thresholds, suggesting that the banking sector has effectively managed these
risk components, thereby limiting the impact on overall operational performance. Of the nine
independent variables examined, four were found to have statistically significant effects on
operational risk. These include: (1) nplr ratio, exhibiting a low-risk impact of approximately
0.70%; (2) ROE, with a modest positive association of about 1.71%; (3) state-owned
commercial banks (SOEs), associated with a low operational risk impact of 16.98%; and (4)
joint-venture banks (JBs), with a low-risk impact of 4.90%. The remaining five variables were
not statistically significant.

Keywords: Operational risk, commercial banks, Lao PDR, panel logit regression, non-

performing loans, return on equity.
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jb -0.1097 -0.031 -0.02 0.0239 -0.0466 -0.0326 -0.0791 -0.0262 -0.0578 1

pr 0.0434 -0.014 0.053 0.0179 -0.0566 0.1424 01645 0.0684 -0.095 -0.1702 1
sb  0.0955 -0.197 -0.21 -0.0877 0.0859 -0.0961 -0.1862 -0.2403 -0.1124 -0.2012 -0.33 1
fb -0.0259 -0.068 -0.13 -02567 -0.1468 0.0003 0.0771 0.0467 -0.1391 -0.2491 -0.41 -0.485 1

w3fiur: AIndunwfingsutioy statal?
PINMINLAIY 3 NMUaEanwRItuarndfiodjudnszgedouiiy (diudSnnitu
b o L a o o  as a o b o a S A
n2urUOZURY (ROA) clulnaiugidiviu Somdunsucnudioidy (ROE) g3iu 0.75 9383
Guldinwdaizfodjudngsyy ROA Utdfiniuidmiz ludnauad;, widifiodjusnazys
' S @ ' b Qs o o . . .
FoUN)S UVUMMaUUMIW=nRWY (Multicollinearity).
0213 4: Nudmzcuuin 1EIubutinneueej2yuteonus YU

Coefficient  std. err. A P>z [95% conf. interval]
nplr 2.4137 0.5633 4.2900 0.0000 1.08491  3.5177
ta 1.170 4.290 0.27 0.7840 -7.240 9.590
tl -5.180 8.610 -0.60 0.5470 -2.210 1.170
roe -5.8449 2.2658 -2.5800 0.0100 -10.2858  -1.4039
exp 0.0443 0.0347 1.2800 0.2020 -0.0237 0.1122
soe -57.7540 5.3244  -10.8500 0.0000 -68.1897 -47.3183
jb -16.6628 0.8036  -20.7400 0.0000 -18.2377  -15.0878
pr 0.6489 0.7632 0.8500 0.0750 -0.8470 2.1447
sb 0.0275 0.8285 0.0300 0.5840 -1.5964 1.6514
fb 0 (omitted)
year
2021 -0.3083 1.3086 -0.2400 0.8140 -2.8730 2.2565
2022 0.6827 1.1908 0.5700 0.5660 -1.6513 3.0167
2023 1.3100 0.9924 1.3200 0.1870 -0.6351 3.2552
2024 1.6186 0.9789 1.6500 0.0980 -0.2999 3.5372
[cutl 3.9320 1.3239 1.3372 6.5267
lcut2 5.3634 1.1403 3.1285 7.5983
/sigma2_u  0.0000 0.0000 0.0000 0.0000

T P -~ P
(Y907 MNUUNIWNOKFSUODY statal?
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Marginal effect

Ordered logit Low risk Medium risk High risk

nplr_predict -0.00709*** 0.00539*** 0.00170**

(0.00205) (0.00189) (0.00078)

ta_predict 0.96100 0.99400 0.99800

(6.40000) (3.19000) (3.80000)

tl_predict 0.96900 0.90700 0.99100

(3.61000) (9.13000) (2.77000)

roe_predict 0.01719** -0.01306** -0.00412**

(0.00736) (0.00613) (0.00233)

exp_predict -0.00013 0.00009 0.00003

(0.00009) (0.00006) (0.00003)

soe_predict 0.16987*** -0.12910** -0.04077**

(0.05685) (0.05151) (0.01899)

jb_predict 0.04901** -0.03724** -0.01176**

(0.01950) (0.01735) (0.00559)

pr_predict -0.00190 0.00145 0.00045

(0.00212) (0.00156) (0.00061)

sb_predict -0.00008 0.00006 0.00001

(0.00244) (0.00186) (0.00058)

fb_predict 0(empty) 0(empty) 0(empty)
2020.year (base outcome)

2021.year predict 0.00040 -0.00030 -0.00009

(0.00178) (0.00137) (0.00041)

2022.year_predict -0.00148 0.00113 0.00035

(0.00251) (0.00178) (0.00073)

2023.year_predict -0.00410 0.00311 0.00098

(0.00377) (0.00307) (0.00082)

2024.year_predict -0.00612 0.00465 0.00147

(0.00421) (0.00324) (0.00122)

DUILNN: AzfiundIutIuREIUNIREA (Significant level):
(***) luztunaiunaFEun1Reto 1%
(%) couRziunarumgdeiunRe i 5%

IN00273 5 213003 nudarzdatanidonoiugjyduniudiciuiugejneuiniy
NALNOAN, NZVINIWINSOURY, NTUINIVSNLEY, mmmm@azﬁnﬁcﬂnzﬁ;‘iﬁo;gnesj
NZUINIWAYYUEN0 €z neUnIuyaziondzn W80 2020 ;1 2024 U0diu s
FuniuSarzcuuralgSudutoneuesld yutesniusryiuioal (panel order logit
regression) (Fiud1 Godjudngryy 4 Gousuii Dudao1ugIGEunaudrdugu Aol ui D
Qrdunolumudadunyge {§EHEGuddn tamdonoruggadunuanluiues ey s
A0ty YU 2198: tideiSunojumnaatusudippin NPL, Samigaudunsucnudfiu ROE,
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nzunuyazfndn SOE way neunwnarinsoufiu JB. goudn 5 Gouguiiv Davduaolu

oo dhda o

nruSiunRefangtundatanitionoiugiduniududupuesenunazinoly sud

o

Q10 Uznaul uduiijpingsjnzuinwnaznn TA, Guiidigplngsjnzuiniu TL, Jeduniuiu

o o o o~ o &
nuddunazRnesgnzuiniuyazin EXP, neuiniuenz8u PR way nzuinmwyaziniidy

o

3¥nqnesjnzuinngdiann SB 33DarareIndsl:

1)  mideSunojuindaieSudijelia NPL wlulaoiugdivlufionagfigfivgauiv
nwArfonougjnwaaiupueszuiniuyazin 90019330 Fn30 tunui Ddunsfiud
001U EUAT ULy %0.70 Govarfiunotunnudiiungsit %1 way wngisfivd
Uﬁﬂéjjz"ﬁﬁnﬁo‘lmjuz‘ﬁﬁtﬁumzﬁuc’ﬁaowx'ljjaxﬁumumj (€2 g3 YUz %0.53 1z %0.17
01U Govazdunolumiedadiunggeis %s sreayfiniudeududsesjnruiniud d
UrdnRuwiwdxEnidaruncivduduiangandiduitd SjenruEnlfinzunwyazinl
008338 UBen01UT ,IGWILWIVNSY €aT ADIUSFIEWNINATUIWD IS E.

2)  Snmigoudunsucnudfu ROE wiudnoiudiulufomigngofivfiunaunaio
no1UgIINWAATUPVEs Mz UInIazRa (390019330 nInlunui DunzRudnorugy)
Qxfiuda Yruiu %1.71 Govardunoiunruddumiggeit %S5 waz Tunmgigfiugiu ts3si
An%0tunuiDGunsfivdnoiugJartivUiuny caz 93 Uruw %1.30 way %0.41 Govazdy
02IUIIUFIE VNI RA %S FzenyRISnnigoudunsunudfiu Nidudndamigoumiyind
021UV TUNIUMTNN1USFIFLWIWNS] (AL ODWFFIRIUNIWAITUII.

3)  wmzui;uyariodn SOE wlulnisjffniotunui Dfunshudaoiug s
Qedut Ui %16.98 391 njuiivnzuiniuyazAniguimnn Gosarfunolumudadiy
mI288 %1 granydy nwarluyazRngsnzunwyarindn coudlaowsjime i)
N1 NV NWEIJULN0R19 LroSy dunzuinaui S8unwaatuPuig . Sadums
$39find0tun vi Ddunzfud norwdJiasdudauniy waz 99 Uruu %12.91 ©ay %4.07
010298U And1 nuTivnsnnazioaUinn dovardunorunruddungr i %S

4 nzwnnariosoufiu IB wludmisgsifnialunuii dunshunnoiugss

o

QudUI ULU %4.90 91N njufivnzuinmnarinauiann douasdunoluniedisiumag
288 %5 2renif) nwarduyaringsmzninmnazinsoufiu coudDaowsyime i)
21N31 nzvInwnArinsoufiu nfdrdunzuinwi ifunwanlupuidddunoudusnsy
T iz Sounazfing1o newInIu 21968] 3150 ©ar nzunw 103U 0 ,noJn-830
nusoURUTUNLUINIW NWEIULNNR0 UrmBy. Sr3unmsIfnintunui Ddunthiud
0O1USIIALEVYINNTY €Y 99 UL %3.72 «ar %1.17 0udsdu Ginda njuiivnguiniy
NALRNNYEnn GouastiundUTNILRET LN %S.

ugoull, wont§rraziiniuesdiviwdy niudngiduadawaNaluidoiEniy
ﬁjaou§ummﬁumcsmmw J0gzguIgIaNgg €Az £ Uy ieejneuiniany Ul
710. m1Jmuajaaueuucmumtjunmjmm Rz Fududigolo wad 2020 — 2024 coucluButy

v

o )

(ed C%jCUUJO"I znummwm;]unnn.umun ZﬂUC’lﬂ"l‘iJﬂ"lElJle“llJiJU.UlJUﬁj?U ElJSj’MﬂO“] ZU%U
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dinespnruinuclutdrnniulsudusicdiugoning 33 ldiDnorwg 3adunmwauduiugs
HrnndignédGuidguingias Winzunawtd. mdeiSunojuan NPL way Samdunsucny
Afiueeg N ROE wcid 2020 — 2024 Lcuuq‘tmzﬁuaowsjjm (899991 Hoazdu
nzUInIURILINULATnSamgou NPL waz ROE t@tuardudddunou 33sa o DGunsiiun
GuniuaacliuPues L LN UYIL.

ﬁmnwﬁnaeu§§u¢;nmu Tnamuﬁﬂéﬁuﬁuﬁnnsuagjé.gu‘céamuez:yﬁmam
(panel logit regression) Jdigalin 09 Govgudngyy iud I 04 Aovljudasizyy Wudogui
Davdunoruniudidunige §868960uddatanfionaiug Emuniuauaduguesneuniy
nazRnlu aUU 219 tar $oudn 5 Gouguiid Davdunorumiuddunmgz: §8H83uadnt
Minno1ugiEuniuaddupues runiuyazRnlu sUU Q10 &: 1) fidsiSunojumntaiy
Sudigelin §33unnuminnoiugInuatdupuesnzunnarinufongisfiveiy ey
21nd1 Somgoudnio udamsouiigdulunwauduyarinesynzuiniy deudnwdey
0 DULSoRuiw nzunwnduIntESuEuautd way Saldicindnoiuggnndwdudei
WJunoiugjjtinesgnzuiniu. 2) Samgoutunsucnudfiu 38uanndonolugyanaua
(Uuw2eInsLInInarRn TutinnInIofiy tJogamadrdamgoud sniio cuuusnnigouii
10Uz Duuznfiuwesnzuinn WwniutiERivesjnewnui Sntdifinaiutd way Gu
UzlnmuniinetdSueeifigy. 3) nzunmyazinda way nrwnwyarinsoufiu d96udny
Adono1ugynuardupuazduil iegnd dunzuinaui dunwaaduwe ardud
gunov war Jaorwsoiivduousy.
V. 320U (A sazoiicue

nugnseduadsdntaii daowsydduniudulupuesmzunmnazio U sUU 210
q0Urdqiiodin1zdntno1ugyiin JGutunwariuPuesrmInIuyasia caz Junidodsu
SngrmeiiJnorudiunigEwgs §8untwdnsadl. 2yuiinetglunwdnglouinlgeyues)
nzunIyaioi 18 niwdngrdwoy 32 wnyi1EE 1 lunwdnsdivadaudy nawoalg
nudtarzcuuin188utufinneuesis yuteoniusryiuoal (Panel logit Regression) &1
eognzunnjofivtunwd lnutddiaoudugyuaiud ancduls earuincn) UU
10 (T znzmmmgazﬁo tauldsunsy Excel, fm‘Zé’ STATA17 TunIuaInNaziy (e
ezzﬁuwz’ﬂsuﬁuazguﬁumuﬁnm, azuaﬁuaémw’mﬁﬂﬁumm@U‘Eﬁﬁjﬁ:

grwwduriieln way Sududigelo wad 2020 — 2024 wouuSuluCaaLd Sdiy
drnzunnarRon Jdunzhudniwdnduuiiviivgidy degandr Sududinesjmnzun
coutdnnidsuGuridugouing 3Enldidao1wg3I0Sunwdaiugug) frmmnsignéa
Auridguingiaz Winzunwtd. fidesSunoumn NPL way Samdunsucnutfiues) nnn
ROE w«td 2020 — 2024 cubwg?nazﬁuaowéljﬁﬂ (Y9991 Foazfunmzuinaugiuinuzido
Snn1gou NPL ke ROE (¢ uardudddunou 39EaWid Sdunshudduniudaduues;
ey, wgovesiSnizdntanowsyii fulunwardupuesmevnmnazio wax
Hun1dodsudngni Dnorudrdivmgdwgr §3lunwdngist Ludigelia 09 Godu Fiuda
D 04 Aovjudngryy Wuboduii Dardunorwmugiivnige§iigiduadntandonoy
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g338nArduPues ELnLnarinlu gUU 210 way goudn 5 Godjuiid Jardunolu
nruSiunRefangtundatanitionoiugiduniududupuesenunazinoly sud
210 (2370 04 GoUsuuznsul: @ MideiSunajundaleSudigio NPL ciudaorudadiuty
HomagAsFivgrwtiunminnolugnuardupuesnzuniyazio &Dnegshgninlu

' b an ' o b o ' P b @ e

Nui DBunzhudnoiugyjaeduizumw 0.70 % ; @ Snmigoufunsuwnuafiu ROE wlud
o as P o °o o ' o o b

norwgiiutuRnnnjofivfunailonolwgyinuardupuesnzuinugazio 83001939

1
o o

AfNI0WNLH DGunzduanoiugdyiastunt dsuiu 1.71 %; © nzuinunazindn SOE

A n L

e . da o . 8 . o}
EEJJUJJU]’IijmI]T]'%OCCUﬂUmUUUﬂthmﬂD’lU%ijSOUNW Jel 16.9 % e @ nzuiniuy
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