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Preface

The 2016 Asia-Pacific Conference on Economics & Finance (APEF 2016), jointly
organizad by East Asia Research and East Asia Institute of Management and
supportad by BEFfore from Universiti Malaysia Sarawak, was held on the 27th and
28th July 2016 in Singapore at the EASB campus.

The special theme for APEF 2016 was “Will the current oil crisis and China
market slowdown result in a global recession more brutal than 20087 What are the
current top global economic challenges?”

APEF 2016 achieved the objective of bringing together leading scholars, stu-

ents, and practitioners from overseas to Singapore for an academic exchange. The
programme consisted of an opening speech by Dr. Andrew Chua, Principal of East
Asia Institute of Management, and two plenary lectures by Dr. Evan Lau, Associate
Professor, Director of Centre for Business Economics and Finance Forecasting
(BEFfore), UNIMAS, and Dr. HUSZAR, Zsuzsa Reka, Department of Finance at
National University of Singapore (NUS) Business School.

A total of 60 registered delegates from the following countries attended APEF
2016: Australia, Bangladesh, Canada, China, Columbia, Egypt, France, India,
Indonesia, Israel, Japan, South Korea, Latvia, Malaysia, Russian Federation, Slovak
Republic, Sri Lanka, Singapore, Taiwan, Thailand, UK, and USA. Participants
were invited to submit papers to the present volume. We thank APEF 2016 con-
ference chair Dr. Evan Lau, Associate Professor, Director of Centre for Business
Economics and Finance Forecasting (BEFfore), UNIMAS, for coordinating the
review of the submitted papers.

East Asia Research (EAR)

Established in Singapore in 2015, East Asia Research (EAR) envisions being the
gateway lo improving lives and enhancing productivity in Asia through promoting
the cross-geographical exchange of ideas and knowledge in various faculties. This

v
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will be achieved through the dissemination of knowledge frop, the Ag;
research conferences and publications by EAR. Asia-fo,

EAR academic conferences provide a meaningful platform for research
graduates, academicians, and industry practitioners to share Unique insi;:;_; !
drive innovation. This is a great opportunity for ang

_ _ expanding contact Networs
beyond a singular field and kick-starting a strategic ¢

ollaboration, Sych
can bridge the resources and expertise of multiple disciplines to s

Partnership
movements, thus giving rise to breakthroughs in long-

5 10 spearhead pigpes; -
standing issues.

Kota Samarahan, Malaysia Evan Ly
Singapore . Lee-Ming Tz
Singapore 5 e Jing Hee Tan
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Evaluaiion of Cluster-Development
Strategic Outlooks Using Book Value
and Revenue Multiples

Egor Koshelev, Sergey Yashin and Nadezhda Yashina

Abstract This paper suggests an approach making it possible to recognize a core
company of a future innovative and industrial cluster in order to subsequently
expand this type of business up to a pilot cluster of the region. For that end, it is
proposed 10 use book value multiples, Tobin’s Q multiple, and revenue multiples,
which allow to determine whether the company in question will be able to become a
core of a potential cluster in the very near future. The multiples can also help verify
whether a large company meets its current position of the “cluster core.” With this
end in view, the company’s book value multiple is compared with the profitability
spread, and the revenue multiples are compared with the profit margin. If the values
of the multiples are low, and the profitability spread and the profit margin are high,
and if Tobin’s Q multiple is >1, the company is underestimated in the stock market
and will be developing in years to come more rapidly than other companies in the
industry or cluster.

Keywords Cluster + Cluster core + Book value multiple « Revenue multiple -
Brand value

E. Koshelev ([9) - S. Yashin

Department of Management and Public Administration, Lobachevsky University,
23 Prospekt Gagarina, 603950 Nizhni Novgorod, Russia

e-mail: ekoshelev@yandex.ru

5. Yashin

e-mail; jashinsn @ yandex.ru

N. Yashina

Department of Finance and Credit, Lobachevsky University,
23 Prospekt Gagarina, 603950 Nizhni Novgorod, Russia
e-mail: yashina@ice.unn.ru
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Disposition Effect on Investment Decision

Making: itxplanation of Regulatory-Focus
Theory

I Made Surya Negara Sudirman, Andry Irwanto and Basuki

Abstract The disposition effect is the tendency of investors to sell stocks carly
when the price increases and hold stocks longer when this price decreases. As a
consequence, investors may lose opportunities to gain greater profits from a stock
winner whose price continues to rise; ir: contrast, they can suffer greater loss when
the stocks continue to decline. The disposition effect is a phenomenon widely
studied in behavioral finance. There are two main competing theories attempting to
explain this phenomenon: the prospect theory and the regret theory. Although both
theories give a fairly comprehensive explanation, they fail to take into account the
motivation of investors in making investment decisions. This paper seeks to make a
critical review of both of the main theories as well as provide a new explanation
related to the motivation of investors from the perspective of the regulatory-focus
theory. Regulatory-focus theory explains that individuals can be categorized into
two groups, i.e. the prevention group and the promotion group. Regulatory-focus
theory adds a more specific explanation that the disposition effect is more likely to
occur in the prevention rather than the promotion group. The explanation of the
disposition effect based on regulatory-focus -is a novelty in this paper.

Keywords Disposition effect - Regulatory focus theory + Prospect theory « Regret
theory

1 Introduction

The disposition effect is the tendency of investors to sell stocks early when the pnce
increases and hold stocks longer when the price decreases (Shefrin and Statman
1985). As a consequence, investors may lose opportunities to gain greater profits

I M.S.N. Sudirman ()

Faculty of Economics and Business, Udayana University, Bali, Indonesia
e-mail: madesuryaku@ yahoo.com

I M.S.N. Sudirman - A. Irwanto - Basuki

Faculty of Economics and Business, Airlangga University, Surabaya, Indonesia
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prospects for the Mutual-Fund Industry
in India: A Comparative Study
with Respect to the US

Iftagar Ahmad and Jyotsna Sinha

Abstract It has been a difficult time for mutual-fund investors since the beginning
of 2016. Retail investors are watching the values of their equity holdings erode.
Mutual-fund investors, as well as the fund houses themselves, are dismayed
regarding the future scope of investment in the mutual-fund industry. They are
suffering from the consequences that occurred when FIIs started pulling money from
the Indian share market. However, as investors we should remind ourselves of the
old adage “every coin has two sides.” The market will revive soon: It is a matter of
boom and depression. Sooner or later this phase will be over. In addition, the
drawbacks that the financial market brings for us—the mutual-fund industry in India
—are growing on yearly basis but not growing that much if we compare it with that
of US market where the contribution of US household to the mutual-fund industry is
almost 40% (World Bank 2012). The study is descriptive in nature. It is based on
secondary data that were collected from books, journals, reports, and Web sites.

Keywords Mutual-fund industry - US - Growth - Prospects

1 Introduction

T'ch Indian mutual-fund industry has gained much exposure and continues 10
reinvent itself gradually, exhibiting steady growth over the last three decade. |
Mutual funds need to be pushed. In today’s volatile market environment, mutual ' ‘
funds.arc looked upon as a transparent and low-cost investment vehicle, thus
altracting a substantial amount of investor attention. The market participants are ina
Xg?lanl mood waiting to see how the industry adapts to these changes.
Su":z'nml";'lagemcm companies are restructuring their business models in order lc;
Operiting e I%rc({wm momentum of the industry and provide for increased levels 0

iency and investor satisfaction. The industry continues (0 battle with

I. Ahmad ((9) - J. Sinha

Motilal Nehru Natj '

ks onal Institute of Tech ¢ i
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Sm‘iul-x\lm'lft‘ﬁ“g Activities to Augment
Brands of Faith in Diversified Marketing
in India

Perbettan Baba Granakumar

Abstract The spinitual foundations in India have entered into retail marketing of
Fast Moving Consumer Goods (FMCG). They are competing with multi-brand
companies such as Unilever, Colgate Palmolive, Dabur and Glaxosmithkline. In
tis context, this research  sought to  determine the following: (1) the
social-marketing activities needed for diversity marketing and (2) the basis for
segmenting customers in these markets to create “brands of faith.” The research was
conductad among the customers of Isha products. The research concludes that
causerelatad marketing strategies are suitable for diversity marketing and that
demographic segmentation should be done on the basis of occupation of the cus-
tomers in emerging markets.

Kevwords Brands of faith + Diversified market + Social-marketing deeds

1 The Challenging Factor

Indian retail markets are highly fragmented (Sengupta 2008). These fragmented
markets in the retailing sector are dominated by regional unorganised marketers,
community-based marketers, cooperative marketers, and diverse marketers. India’s
diversity marketing involves acknowledging marketing activities toward diversified
groups in the form of religion and a regional community-development centre for a
social cause. India’s diversity markets are influenced by spiritual gurus. The spir-
itual leaders of Patanjali products, Sri Sri Ayurveda products, Bochanwasi Shri
Akshar Purushoam Swaminarayan Sanstha products, Sri Aurobindo Ashram
products, and Isha Arogya products are aggressively expanding their existing
businesses (Edelweiss Securities Report 2015). Indian diversity markets are 1o

P. Baba Gnanakumar (£)

" Sn K_-n:sflna Ants and Science College, Coimbatore, India
e-mail: gnanakumar] 2000@ yahoo.com

© Springer Nature Singapore Pte Lid. 2017 ”
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Dctcrminanl FFactors for the Formation
nd pevelopment of a Smart 'l‘crritory

Andra Zvirbule, Baiba Rivza and Zane Bulderberga
t .

Abstract At present, l.he concept of regional development is based
ciples of planning, \\'h-lCh n}volve smart growth and sustainable dey
most cases, a smart lt_:mtory. is un(_ier§tood asa sustainable and efficient territory that
provides a high q.u.ahty ot: life to its inhabitants through optimal management of its
resources. In addition, this approach may be employed in identifying a smart ter.
ritory and in the strategic planning of it as well as in the efficient use of resources in
the territory. Most research studies focus on smart growth, which involves the
sustainable use of resources, the development of the e-environment, solutions to
urbanisation problems, waste management, environmental management, etc.
However, few research studies are available on the factors determining a smart
territory and their influence on territorial development. For this reason, research
studies contributing to examining the groups of influencing factors in the aspect of
formation of smart territories are important. In addition, the spectrum (i.e., types) of
the factors is assumed to be very diverse. If it is assumed that smart growth and the
formation of a smart territory is based on systems and subsystems that shape a
complex perspective on the formation of a territory, such groups may involve not
only the economic aspect but also the social, life quality, and sustainable com-
munity and business development aspects. The research aim is to identify the
factors that influence the formation of a smart territory and to assess their effects on
teritorial development. The specific research tasks are as follows: (1) select the
factors that influence the formation of a smart territory; and (2) assess the selected
factors in terms of their influence on the development of a smart territory. Research
ﬂ_lﬂhods employed include logical construction, monographic, focus-group analy-
815, and analytic hierarchy process.

on the prin-
elopment. In

Keywords Smart territory - Regional development « Smart growth + Knowledge

economy
\
A Zvi
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Jcing Forimal Authority
M he Workplace with Employee
in erning Authority

Sclf'gov

colis Montoya Monsalve, Alvaro Fernando

Moncada Nig
paniel Montoya Naranjo Nifio

Ni

\pstract A numhcx: of‘ authors l-l.u'oughoql‘orgzmizalional histo
mportance of establishing author llty—addmon o top managem
_grion. thus creating a flow doma}n as }Ncll as a responsibility to son through the
:{iﬁ'srcnl resources with the sole intention to make the organization efficien arnd'
hichly profitable. This has been done from the praxis, epistemology, ontology, and
" ~umber of other points of view; however, the concept of leadership has b&m
sistorted by confusing authority with the command, obligation, and strength needed
far resource management and jurisdiction. Meanwhile, formal authority has suf-
fered serious transformations in organizations, although the discussion of its
components 18 widely supported by the bureaucratic theory, its integration into the
administrative process, and proactive business development. This transformation
has been defined and made manifest by the decline in the exercise of authority,
which contributes to the formulation of generosity, commitment, and engagement,
thus promoting the development of high-performance practices in human-resource
management and turns people into its strategic and competitive components. From
the experience gained in different companies in Latin America, which has been
categorized as a “great place to work,” through modeling based on effectiveness and
devoid of the concept of authority, the system has allowed research to determine the
efiect of formal authority as nonrecurring businesses gain a more flexible and
adzplive element in terms of recognizing the ability of individuals, their kpowled.ge,
and their willingness to belong to a particular organization. The nonhlerarchlht;al
design, the effects of structural position in organizations, the impact of leaders P(i
the relationship of structures and charges in connection with the successes fg;
achievements of the organization, the impact on relationships and CO“}mumcazi m
@uthoritarian imposition, noncooperation along with the lack of consistency

Ty have raised the
ent—in an organi-

LNM Monsalve
o onal Univery;
' mal; .ldmomgy
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qudy Of the !iItnm‘m-Resnurcc P
A (‘Il.ll"""""” Confronted
ul“' l““m“_Rcsmu'(‘e IKxpe
:,; [irmy Bangalore

Facticeg

rts in an lmli:m

anlappa? Saeavanan and Arumugam Vasumaghi
Palnt

\hatract The human-resource management function plays a cri
g With business and external slx'lk.clmltlcr.s and gencrates v
:.: (e orpanisation in-terms of attaining their goals and objective for the organ;
auon. The HR cxpc‘,-[ -ncis a change cx.mblcr by promoting change withi Ifdl}-:
qmpany. Changes ""“h'“ husmcs§ functions must be addressed through guidjn.;
and gencrating policies :}nd strategies to fulfill the business needs of the company
The HR function is anticipated ‘f’ generate a value-enhanced amenity to the Workcr-;
in onder to mect upcoming business requirements. Major challenges occur due to
ncreasing stress levels in the work environment. These issues that must be ame-
Lorated through certain engagement initiatives systemetised by the employer and
will have an impact manifested by lower attrition rates and the retaining of
high-performers workers within the organisation. HR experts partner with business
1o counter varjous issues with respect to pre-onboarding requirements, formulating
eflective strategies and policies that address issues regarding employee performance
and grievances, developing leadership skills, and retaining talented and
high-performance workers, etc. This study helps identify and address the challenges
confronted by HR experts during their day-to-day events at in Indian IT firm at
Bangalore. The study determines that female employees are more satisfied with
their job in its current role compared with male respondents.

tical role ip pan.
alues and credibility

Keywords Human-resource management + Change enabler Performance
tigagement + Stress management - Strategic partner
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1 Introduction
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,rtion of Foreign Ownership
o Efficiency of Banks in Indonesig

gpartd

sbstract This stgdy aimefi 1o accomplish the follo
5“ qnership in a private n.:.iuonal bank and a non-fo
mine the impact of tjorelgn ownership on the e
henking and non-foreign exchange; and (3) dete
impact of the percentage of foreign ownerghj
national private groups and non-foreign exch
banks in the group of Foreign-Exchange Nati
Netional Private Bank Non-Foreign Exchange (BUSNND). The number of banks
that became the subject of research include ag many as 54 banks from the period
2001-2013 with the total number of observations being 702; however, the number
of observations included in the data processing is 648. This is due to the use of
varizble BOPO in the previous year, so the data BOPO was 1 year before starting
2002. Research variables used are BOPO, share of foreign ownership, bank size,
and group dummy variables. The equation used is OLS research using panel data.
The results of this study prove the following: (1) Foreign ownership has a positive
influence on inefficiencies for a particular group of BUSND and BUSNND: (2) the
greater the bank’s assets, the more efficient the bank tends to be; and (3) there is no
difference in the intpact of foreign ownership on bank-efficiency levels among the
BUSND and BUSNN groups. The results of this study have implications for the
policy to restrict foreign ownership in national banks. Revisions of the Banking
Act, one of which is to limit foreign ownership in national banks, are being pro-
“55ed in the Commission XI. The results of this study can be considered in the
Tevision of the Banking Law. Foreign ownership is a particular point because
Icreaseqd foreign ownership tends to decrease banking system efficiency.
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m:[:; o for s bank (A.AWdeh and El Mou::a \\:filgop())r;v;l‘c; h:. differcrjt level of
esearch results on panks in the State of Lebanon from ]’99 6 10 2?;0 ;I. 2011). The
he majority of forelgn.-O\}'ned banks have greater improvement in eff §ho'~ed s
~ompared with the majority of locally owned banks In other words l;;e}]lcy levels
hanks have a weaker performance than foreign-owned banks ey ovmed

Research on foreign ownership and bank efficiency was also performed by
Rajput and Gupta (2011) in India. Of 32 foreign banks surveyed in India durini
2005-2010, there was an increase in the efficiency of foreign-owned banks. The
esse and opportunities given by central bank authorities to foreign banks led o a
growing expansion of foreign banks. Four years after the space given in April 2009
by India’s central bank, there was rapid growth in the performance of foreign banks.
These results are consistent with research performed by Berger et al. (20098) on the
sructure of foreign ownership of major banks in China. The results showed that the
eficiency of foreign-owned banks are better than those of state owned banks. The
same thing also happened in Indonesia in 1993-2003, which was investigated by
Mardanugraha (2005) and by Abidin (2007) for the period 2002-2005. The same

sudy performed by Bonin et al. (2003) in former countries Yugoslavia and the
Soviet Union found that foreign-owned banks more efficient than state- and

private-owned banks.
s foreign-owned banks show

The results of different ongoing studies of Uganda 3
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found that the increase in
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Studies on the effect of government owncrsh.xp on bank efficien,
\ -‘-t al. (2001) on 1195 private commercial banks (2g5¢ puby' Perf,
Am“;ljla\‘hbt n‘m-lu'll co-operative banks) contained obsery, ¢ Sving ),
and 34 ) ] : n Ge g
ult showed that banks owned by the private sector are more erm S
WS - - ~ g ¢ : ” . -
vernment-owned banks. Further research is also INConsisten, with
& : ance of the company i .

Theory, in which the performance ' Pany is not determipeq b AZtnc;f
ership structure but rather depends on the company manager (Hag, detg cf”‘
N . e ” ~ : . X
Results of research by Hadad et al. (2003) show no link between . )

- D . p o : LY . ) UUTC af
ownership in Indonesian banks with the bank’s performance, I this conditin
Agency Theory can be applied. _

Based on the results of the study of theory and previous research re
hypothesis are as follows:

tiong i

r)n‘ LL_P_

Hal: Foreign Ownership Affects Bank Efficiency

2.3 The Influence of Bank Size on Bank Efficiency

McAllister and McManus (1993; in Iannotta et al. [2006]) showed that the major
banks have an opportunity to diversify risk; thus, major banks have lower cost of
funds compared with small banks. Large banks tend to eamn higher net intersst
income compared with smaller banks. This fact is associated with high economies
of scale in large banks compared with small banks because cheaper funds are mere
casily obtained in the money market. In addition, the level of market and the publi
confidence to entrust their funds to large banks is higher than for small banks.
Despite that cost of funds is lower for large banks than small banks, more peopi
tend 1o save their money in large banks. Thus, the economies of scale or size 2
banking are positively correlated with efficiency.

In terms of cregit mana ol of effi
i fm er levels 0
ciency than smaller geément, large banks tend to have lowe

anks. There : g vl
credit-managemen; f; - 1here 1s no large difference in costs bcn\cenLl-Htve
anks ey s and small Joan- amli 2003). Lag®
banks have greater cred; management firms (R

. el of
large banks teng t amount than small banks. Thus, the efficiency level ©
gl greater compared with smaller banks.

According (o
econo ) . : utpu!
changes jg described jp r::_lc theory, the relationship between input and ouP

: : : ;10
cale, and congtan; req, 1 INCreasing retums to scale, decreasing e
with increasing relumnsg m§ 10 scale (Pindyck and Rubinfield 1995). Large b‘u;s
In contryy, large b, :llo Scale have higher levels of efficiency than smaller b;mo.
cﬂ;cicncy than unallerbb:vl::\h dlCCrcasing retums to scale have lower lovels le;fm 3
and smal| by, *S. In conditiong of Jle. large b
é ) cale, larg
With S have (he Same the | . CO‘na.tanl return to s

‘¢ theory g4 evel of Inefliciency.
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- of the group of national private non-foreign exchan
Gi7

¢ s 'up of national private foreign-exchange b
\

£¢ banks ig jegq than
e &M

anks (Mardany .

: . graha 2005
e first. the capital and asset requirement are greater in foreign-ex é;J In
HJvance: “wAlthiange

R al private banks than in nc_m—foreign exchange national private banks ( Hada%j
nn; J003). gecond, the operational activities of foreign-exchange nationa] Private
: a

ol 8-~

ks ar¢ wroader than those of non-foreign exchange national private banks. Thus

s research hypothesis related to differences in the efficiency of two private bank

oups iS 38 follows:
Ll =

s3: Differences Exist in the Effect of Foreign Ownership on Efficiency of the
USND Group Versus the BUSNND Group

3 Methodology

This research use samples of foreign-exchange and non-foreign exchange national
private banks derived from the commercial bank population. The sample used in
this research are all existing banks in the group of non-foreign exchange and
foreign-exchange national private sector during 2001-2013. The number of com-
mercial banks in Indonesia that participated in this the study (13 years) includes
914 observations (Table 1).

The number of banks presented in the table were banks with a complete set of
financial statements during the study period. Bank mergers, conventional banks that

IT:’::C:I Zl(jgint;(;];f sample  years Commercial bank Sample (n)
BUSNND BUSND \

2001 38
2002 36
2003 36 40
il 35 I
2005 7 i L L -
206 s e\ —
2007 (35 |36 !
2008 |35 1% B —
2000 |34 3l RE
2010 % 11__————— o _91 =
2011 |36 30 66
2012 35 30 .- -
2013 35 30 65 .

l__—__________..—- .
- e ) esia)
Source Data of Indonesia Banking Statistics (Bank i
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i hanks, and banks that had their license revoked v,
! =

: e ol od are balance panel dat:

were CONVETEL 5L cudy. The datd used are b [Ih ddld: Twenty.fiy,

od in LS al private panks group had complete financial Statemeny,
ol . exchange national private banks had COmple[Z

h
foreigh-c** ; Sforeigl!
\wenty-nine non ' anks. S
panks. Twenty s, The 2 groups (otal 54 banks. Seven hundred two observations
financial statements. - ars).

o in this study were derived from the annual financial statements of
The data used 10 & Bank Directory from January 2001 to December 2013, Tp,
atements are required 10 determine the share of foreigy
k efliciency, and bank size. The data were taken fro.m the Indonesian
the perio 001-2013 and were grouped into (1) Foreign

exchange national private banks (BUSND) and (2) non-folrcign. exchange national
p‘ﬁk\'atc banks (BUSNND). Definitions of variables used in this study are briefly

presented in Table 2. Equation study are as follows:
distinguish whether the panel-data regression

In the panel data, it is important 10
model is fitted using a common-¢effect model (CEM), fixed-effect model (FEM), or

random-cfiect model (REM). A Chow test and Housman test on the panel-data
regression equation were required (Gujarati 2003). Several classic tests include
(1) residual normality test by Kolmogorov—Smimof, (2) multicollinearity test,
(3) autocorrelation test and (4) heteroscedasticity test.

Hypothesis testing was performed using Student ¢ test (partial test). Analysis of
the explanatory power of the independent variables explains the variation of the
dependent var.iable and was performed by looking at the amount of adjusted r
models. The significance level of the Student ¢ test is in the alpha at 1, 5, or 10%.

ownership, ban
banking directory

Table 2. Definition and variable operational research

No | Varable iti
Definition Indicator jrs—;al‘:

1 |Bank
Rati . .
| efficiency 1o (:0 of operating expenses | =Operating Rauo
perating income expense/operating income

|

—_ |®BOPO)

2 Forcign

| _ Percenta : o
omenip ownershiy :rf tf:t;ellgn =(Number of foreign Raio
outstandino « shares)/total i
3 hee = bankfnd,mg shares of the shares)of th oll)“Stl?ndlln()gO%
Bank size —— (!OWNFR) RFDRIS
T()lal lihnk aW ,—‘-{-—"'"
atio

=Natural logarithm of total
asset |
foreign.¢ T
‘exchy . he du i
anks ang !f]mnge private when tEmtmy number is 1
exchunge on-forejgn it l; ering the national
(DBank) Phivate bankg fnn;jgf] c‘:‘;b‘. anddthc
| -exchange dummy
Source Adapreq 0 2 number is 0 when in the
wn — group of non-foreign
~—_____| national private banks

4 ———___|Teporting

D et i d

: UImny.b-‘mk ']‘w(,_ g dl@_(ﬁLNASS[.:’I‘)
group Broups of
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overview ¢ Research Sample

o cample conststed of 54 banks from 2001 10 2001
. «

a s l"l' W e
al number of abservations is 702 e A s
(e otal anons 18 7020 The number of obsery ations

{ i e data processing was 048 for their vartable POWNER a0 | year
S heing ased so that the data I‘Q\\'Np]{ at | year before beging in 2007 'I .

gl panks sl\l‘\'(‘.\"‘d were from two groups ol banks national private
axchange panks (t = 25) and national private non-foreign exchange banks

jorel@n = < d becaunse both g .
N0, This Was ¢ one because Wi groups have a share of foreign ownershup that

. \;“
¢ “ o

.\?f —uilt‘ high compared with state-owned banks and regional-development banks
. i‘gn hanks and joint-venture banks were not included in the sample because of
:;-i;n \\\\‘llt‘lﬂhil‘: Espec i*tn.\' foreign banks are stagnant and the average foreign
ownership 18 close to 100%. . | |

From Table 3, the average cmcmnc_\"ot the ‘hm\ks using BOPO is 87.67% On
qverage Juring the last 12 years, .prw:uc ‘lu‘lrigu-cxclnmgc and non-foreign
c.\ch;;nge banks have not been officient. This is because the average BOPO s
«ill above the average BOPO of banks in !}SE.:'\N. From ll}c “.'sm":h data, the most
;ﬁicirnl banks by BOPO is a group of private h:\nk-tmf*lgn exchange h.mk.\j.
namely, PT Alfindo Sejahtera Bank with BOPO = 0.4(\:?. \\'hﬂv‘c..\.\“ the nn;:
'mcﬂic.icnl is a private non-foreign exchange bank, namely, PT Bank St Partha wi

BOPO = 1.9070. o ‘ .
The average percentage of foreign ownership 1 pational private b.m!‘.\‘. bgth

-~ - -~ . y X £ n
foreign-exchange and non-foreign exchange, was 18.7%. The porton of forelg

arch (201 1-2013)

Table 3 Statistic descriptive rese DSTATUS | RESID
e —————TTASSET |LNASSET STATUS | RES
“[BoPO__|POWNIR [ TASSED | ————— 1E- 18
> sa70 | L.22E-18
Mean 5876720 | 0.186960 | 16,927,388 I O TR
3600 | 0000000 | 1693092, MM SR YT
Median 873 X : » y 00d7ie
Maximum 1.907000 | 0.990000 4.88E+08 :n.wohi l{(m::» aseon?
Minmam ]0.408200 | 0.000000 | 1944300 o122 |00 SR TR
D 0.147045 |0.323639 46,439,459 5008170 |0 .N L 141874
—— . - i i . 3 ) 85 =
Skewness | 1.817139 | 1418433 5.595881 04“::: l:'txlun.n 12,4582
—— YA~ 2491382 | 10O :
Kurtosis 12.43637 | 3.400273 43.28595 e FATT o 45k~ 10
Sum Tse8.1207 1211500 | 1.10B+10 gaBs.047 125 0 g 679028
ST 1 a0+ 18 |2609187 119801 |00
Sunsp | 1398953 |67.76803 | LEEEE (g 018 6
?l;sﬂ'\'alions 648 648 048
n
o S T} 54 M
Lross-sections | 54 54 |H ‘

Re —
Source Result of statitstic process

Scanned with CamScanner



116 Spa"‘a
| private bank, n:‘un(‘ly PT Bank Buana Indoneg;,

nwnm‘ship i1s 0% at several banks in the [:”OIS 99(;r

Oy

issets are those of a national private foreign. Ps
pamely, Bank Central Asia with total assets of Rp. 488€xcha
banks with the fewest assets is a national private no
ank. namely, PT Bank Alfindo Sejahtera with 101y

, one nation
sortion of foreign

{ BUSNND).
h the largest

ownership it
The lowest |
(BUSND an

Banks wil
commervial banks,
in 2013, whereas
exchange commervial b

oy 10.4 hillion.
Rp. 1 i variable for the bank group, and equals 1 for BUSNp

Bank status is a dummy
0 for the BUSNND bank group- The first group of banks (BUSND) consiss Do
hanks. and the second group (BUSNND) consists of 29 banks. Thus, the Obm]'ne;

the average value of this dummy variable is 0.4954. The result is closer to () than ¢,
| because the number of banks that have 0 dummy value are greater than the bypy,

with a dummy value of 1.

ngt

n~f0-reig__“

4.2 Overview of the Portion of Foreign Ownership
in Private Foreign-Exchange and Non-foreign
Exchange Banks in 2001-2013

The average share of foreign ownership per year in the group of BUSND and
ﬁBE?INDD'banks increased dunng 2001-2013 (see Fig. 1). It was not separate from
o ﬂl)rrl;;i)ro\ ::)mcnt of th‘e Indoncsnar} economy during that period, and the regulation
wing Lﬁ:r c‘;’nui;hlp In commercial banks in Indonesia is not as strict compared
bz Ento018 reace;; gleSEAN. Ff)reign ownership in BUSND and BUSNND
e b ed 28.57%. This portion is well above the average share of

P in the State of Malaysia, which has a 30% maximum limit of

foreign ownershj .
as do T .
seached 19.9% p es China. China’s proportion of foreign ownership in 2006

Foreign-Excp,
in 20012013 418¢ and Non-for. eign Exchange Banks

How are the _

banks ‘onditiong ,

penks? BY using BOPC P18 ficiency of BUSND and BUSNND-5

(Fig 2)n l,l,he wo £1OUDS. per anking eﬂicicncy measurement. the BOPO ratio of

agg"‘ﬂ%d znu:f; Words, (he levﬁa;f?,n average showed a te;ldency to decre®

€p¢ i .

Eroup banks o, avidr;agl:da:ma of the ?:,l::nggr:l?;cwr;]cy has a positi\lrc n';rlljds R

$ show equal results. .

Pear 1o p
ave better levels of efficiency comp -
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een the two groups. This is evident from g, e 18 1y
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1y of

plain the variation of changes in BOPQ ¢ the z4:
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icantly reduces
ership, the
dze of the ban
the more eflicient the
significantly different hct.w
of the group dummy varial
independent variables (0 €X

& is §9.66% (Table 4).

Tuble 4 Regression equation result with fixed-effect balance data panel-dependen vaide
ROPO methad: pooled least squares white cross-section depicts SEs and COvariancs ,:;

¢/ carmechion) —
Variahle Coefficient Student ¢-statistic Description

SE p
c 0.774852 5.685818%%*

0.136278 0.0000
BOPO(-1) l 0.400277 7.400352%*+ +
— 0.054089 0.0000

l 0.060855 2.483538%*+ +

T 0.024503 0.0133

-0.019012 —2.166225%** =

DSTATUS 0.008777 0.0307
0.033437 1.319275

k:

F———  |o025ys 0.1876 S—

Adjusted 4? T 0632097

Fsaiie ™ [0.596554

Durb' \:‘\“\\. ___'\_‘ | ___—

o ~ M’,‘UH Matistje ] 0.000000%*»

Tooedions ingyq | 1.957036
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. Comelation between the variable Tesearch 119

Je °
. —BOPC ' POW?
' BO | 'NFR ! TASSET LN
ﬁ'“ | = I _ .\ASSE[' DSATG
B | o.oysm
poW. 20.22643 0.3201 1 - ;
0

TASSET —0.224 ,\"\
O [-022456 |04l 0.6369

A7) 14760 M*ﬁ‘“c‘\
W—'— __10.33228 02127 [omsmi——i=
Dv ;ft processed by the statistical program LI I

y using the correlation between the
ation between variables, which is still
gns of multicollinearity in previous

independent variables. Table 5 lists the corre]
far below 0.8. Therefore, there are no sj
reeression results.

rest symptoms undervyel‘mt autocorrelation using Durbin-Watson (DW) test.
Based on Table 4, the statistic number of DW is 1.957036; therefore, there are no
signs of autocorrelation in the previous regression results.

Heteroscedasticity test was not performed in this research because the white
cross-section SEs and covariance panel data equation regression were used. By
using the white cross-section, heteroscedasticity on SE and covariance occurring in
the previous regression equation can be avoided (Woodrige 2005).

Based on the regression results listed in Table 4, the Hal hypothesis is unac-
ceptable at a positive level of significance at alpha = 0.0133. The coefficient
parameter of POWNER was 0.061. This means that a change of one unit of foreign
ownership will increase the BOPO level by 0.061 or decrease the level of BUNND
and BUND efficiency. The Ha2 hypothesis can be accepted at a negative signifi-
cance level of alpha = 0.0307, and the parameter of the .vanablc LNSIZE \;')aé
=2.166. This means that increasing LNSIZE by one unit will decrease t,he BOT.n
level of 2166 or will increase the level of BUSND bank eﬁcnency toh:-mg.bani
unacceptable Ha3 hypothesis means that the influence of foreign 0“’“";5 L
eficiency is no difference compared between the two groups of banks.

“S' Analysis of the Effect of Proportion of Foreign
Ownership on Bank Efficiency

: :on ownership

The Tesults of this study prove empirically that th? propoﬂl;'bgggm;ﬁd BUSNND

bas " Significant positive influence on the inefficiency of h performed bY Beck
anks, The results of the study support the results of research P
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and Hesse (2006) and DeYoung and Nolle (1996), i.e th :
able to improve the efficiency of banks. Foreign b o foreign OWnershi..

_ ! &N banks in the us ship is a
than local banks (DeYoung and Nolle 1996) pec A -
expensive input value compared with local banks
atfmct .and [llflllllﬂlllI(ElISIOIllCTS in Ih'c country, so the cost of
expensive. This condition also occurs in Indonesia. Indones;
level of foreign ownership were not able to increas i -
govemment and the national bank customers prcf(::r ‘:f"mzf:; l::ncy
locally owned banks. The same thing is true regarding the rcscr:rT
(2011) in Malaysia, who suggest that banks with increased foreign
less efficient compared with locally owned banks.

The results of this study differ from the those of Berger et al. (200
and Qin (2008). Awdeh and El Moussawi (2009); in Shaher et al. (20] 1), Rajput 2
Gupta (2011), Mardanugraha (2005), and Abidin (2007). Study results from Ber r.f
et al. (2008) proved that an increase in the proportion of minority interest of for-:;‘gﬂ
ownership in China increases the level of efficiency of the banks. Foreign banks n
China have a higher level of efficiency than state-owned banks included in the Big
Four banks. Mardanugraha (2005) proved during 1993-2003 that joint-ventura
banks (foreign and national ownership) are more efficient than national banks,
Differences in the research results of Mardanugraha with those of research performed
empirically are due to differences in the time period and the study sample. The
research peniod of Mardanugraha was 1993-2003, whereas this study coversd 2001-
2013. The study period of 1993 and 2003 include the periods before and after the
financial crisis of 1998, at which time nearly all national bank experienced a decrease
in performance due to problem loans.

Associated with Agency Theory, the results of this study show that the perfor-
mance and efficiency of banks are still affected by foreign ownership. Foreign
owners still intervene in bank operations. Banks managers, as agents, are not free to
mange their banks. Agency Theory does not apply to national pnvate
foreign-exchange banks and national private non-foreign exchange banks.

ahlc ly
=15 More
'tha highe
h':caugc the
aCﬁf)n'-; with
h Sang et al
Ownership are

) fUﬂding i
as hanks W 1

4.6 Analysis of the Effect of Bank Size on Bank Efficiency

This study proves that bank size can have a negative impact on bank ROA }'dtio ord
positive impact on bank efficiency. Large banks tend to be more em01¢"‘ lh'm
smaller banks because large banks have the opportunity to diversify their P"’d?“bo'
posses an extensive network, and have a high-enough level of public C‘Onﬁdcn\..ﬂl

be able to obtain cheaper funds (third-party funds as saving and deposit) co:;g} ”
with small banks. This argument is according to McAllister and McManus (1 la;g¢
Iannotta et al. [2006]). In terms of credit management, large baf‘ks have alcm is
credit volume with a fewer number of debtors, so the cost of Cfe‘:m mqna%:;s also
not much different from the management of small credit (Ramli 2005)
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cale: chm-diﬂg imput and output, conditiong n‘ '
.sulls"q“gc rate of the mput is twice 1 incre

f Increasing

1 - sreased hi '

the ¢ y has increased higher (Pindyck
cienc)

A5C output my

, , e than
and Rubinfield 1995) double that

.7 Diﬁ'crenﬁal Analysis of the Effect of the Proportion

. of F oreign Qwrzerslzlp on Bank Efficiency in National
private Foreign-Exchange and Non-foreign Exchange
Banks

This study proves that there is no difference in linking efficiency to foreign own-
echip in the two groups of banks that were examined during 2001-2013. That is,
e negative impact of foreign ownership on the efficiency of the banks does not
gistinguish itself in BUSND versus BUSNND-group banks. Thus, the impact of
foreign ownership on bank efficiency for both groups is either the same or not
senificantly different.

“The increase in foreign ownership in the banks studied during the period 2001
2013 (13-year period) increased from 0.82% in 2001 to 28.57% in 2013. This
ncrease would also decrease the efficiency of the two groups of banks in general.

48 Managerial-Implications Research

The negative impact of foreign ownership on the efficiency of ?}?SNl:Ihlzﬁzi
BUSND-group banks has negative jmplications for rr'lanagement.' e gznkm s
should take into consideration a policy to restric.t foreign ownersztggluzo v %m ;
Indonesia. Foreign ownership has consistently increased from ey
Provides a potential decline in the performance f’f Indone_sn.ar:l o t_he.Banking
festrictions on foreign ownership has been debated m.tpc revisio D
Law  Commission XI DPRI RI These cmpnl'lcal .rcsu unn.p.les g
fmei@"'C)‘«P'fr.lership restrictions should be limited to nmghbonng c:oReStn.Cﬁ(ms -
Malaysia Thailand, Philippines, China, India, and other countries.

: ‘sion of the Banking
0% for eign ownership is desirable in some quarters 1n the rev:S:/rch150613075/-
A are g3 a strong proposal (www.sinurharapan.comlne\ s

OWhership of foreign-bank-in-so-debate).

he research proves that large banks t
®¢ results have implications for ban
Merg

: gmall banks.
1ore efficient than :
end to be 1 itute a policy of

king authorities 10 10 " ASEAN
in i ’ ks so as to ready to comp in 2020. If
'8 smaller banks into big banks § EC) I

. ity (A .
*Unlries dealing with the Asean Economic Com{“gntloylh(e banking sector 1f
"eTEEIS are no performed, then when the AEC is apphe
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2020, Banky in Indonesia will find it difficult 1o compete becayge the o1

> ¥ ) yivs g A ) ) ¢ N
aounmes have fewer banks vet greater assets than Indonesia's banks FASEAN

§ Conclusions, Limitations, and Suggestions

In summary, the current research proves the following:

* The greater the portion of foreign ownership, the more inefficient the han
* Increasing in the bank's assets will increase more than ever before,
* There is no difference in the effect of proportion of forej

gn ownership on eff;.
crency of BUSND versus BUSNND-group banks.

¢ implication of the results of this study is the need for policies restricting
foreign ownership in national banks. Revisions to the Banking Act are being
processad in the Commission X1, one of which is to limit the proportion of foreign
ownership in national banks. The results of this study can be considered in the
revision of the Banking Law, particularly regarding foreign ownership, because of
increasad foreign ownership tends to reduce the efficiency of banks in Indonesia.
The measure of efficiency used is BOPO, which incidentally is derived from
bank accounting data. Different accounting practices used in each bank caused
BOPO figures to not be comparable from one bank to another. There is a need to
measure efficiency using a stochastic approach. This measurement approach is
capable 1o produce equal-size efficiency among banks.
This study examined only two independent variables; in the next study, we
expect have more independent variables. Other independent variables that can be
considered are risk of banking, capital, and macroeconomic indicators.
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.w-ﬂl“""“. mzu‘kc\. Pheretore, both public and privite sector banks are following
qnge of now price competitive steategles in order to win the market. In this context,
he coneep! of green banking in becoming a novel technology onented strategic
nanve for Qri Lankan banks to achieve triple-bottom line business results. Under
fese CITCUMSIANCES, banks are buasically introducing paperless and information
i;\-hnulng‘\'-urirnlnl banking services (o their existing and prospective customers
while promoting the bank's role as a responsible corporate citizen toward achieving
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