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1 Introduction
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Correlates of Profit Inefficiency Scores
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	�

3DQHO�$

.H\�%DODQFH�6KHHW�,WHPV &RPELQHG ���� ���� ���� ���� ����
Liquid Assets Ratio  21.30

(14.43)
25.66 20.37 20.57 21.74 19.27

Short-term Loans Ratio  46.18
(15.72)

46.65 48.93 48.71 48.43 49.47

Financial Investments Ratio   8.40
(9.67)

7.48 8.19 9.54 9.82 9.06

Retail Loans Ratio 34.77
(14.90)

39.22 36.51 37.25 27.99 27.71

Retail Deposits Ratio 47.06
(19.58)

52.68 46.28 45.99 47.15 46.80

Institutional Deposits Ratio 29.14
(17.92)

24.23 30.60 28.57 29.92 29.08

Equity Ratio 11.21
(6.41)

13.28 11.68 10.62 10.16 10.91

Logarithm of Assets 15.90
(3.35)

13.76 14.95 16.57 17.61 18.26

3DQHO�%

.H\�,QFRPH
([SHQGLWXUH�,WHPV

&RPELQHG ���� ���� ���� ���� ����

Non Interest Costs Ratios 6.10
(7.43)

8.86 8.01 8.27 4.87 4.41

Total Cost Ratio 18.39
(11.69)

19.64 18.92 22.48 15.69 14.83

Return on Assets 0.51
(2.52)

-0.24 0.28 0.56 0.36 0.26

Return on Equity 5.59
(19.38)

5.93 3.59 8.26 3.80 2.76

3DQHO�&

2XWSXW�,QSXW�9DULDEOHV�	
2WKHU�5DWLRV

&RPELQHG ���� ���� ���� ���� ����

Total Loans Ratio 65.19
(17.02)

61.58 62.07 63.69 64.58 69.21

Total Investment Ratio 10.56
(9.91)

10.86 10.16 12.25 12.04 11.90

Total Borrowing Ratio 86.03
(6.60)

84.50 85.22 86.55 87.21 86.98

Price of Fund 11.83
(4.02)

8.78 10.92 13.63 12.89 11.95

Price of Labor 64.25
(24.31)

74.20 59.36 62.14 58.60 60.51

Number of Years in Bu-
siness

11.81
(13.30)

7.95 8.95 10.41 11.76 13.39

Weekly Banking Hours 33.81
(7.39)

29.89 31.26 33.17 33.80 36.75

Percentage of Foreign Bank
Share

63.78
(41.80)

51.43 58.29 61.81 68.64 74.30

Number of Banks 160 34 33 30 29 34
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&RVW�,QHIILFLHQF\ 3URILW�,QHIILFLHQF\

Mean St. Deviation Mean St. Deviation

1993 28.62 8.42 32.54 9.26

1994 24.61 6.14 30.62 8.15

1995 21.70 6.75 26.18 8.24

1996 18.45 4.28 24.79 7.34

1997 16.83 4.93 25.01 6.56

Combined 1993-97 ����� 7.12 ����� 7.71

All Domestic ����� 9.12 ����� 6.83

Foreign Banks or  Foreign
Involvement (FFI)

�����
 6.44 �����
 5.04

FFI 75.01 -100% ����� 3.91* �����
 4.56

FFI 50.01 – 75% ����� 2.95* �����
 6.75

FFI 25.01 – 50% ����� 6.07 ����� 6.05

FFI 0.01 – 25% ����� 4.51 ����� 5.59
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3URILW
�,QHIILFLHQ�

F\
5HJUHVVLRQ

5HYHQXH
,QHIILFLHQ�

F\
5HJUHVVLRQ

&RVW
,QHIILFLHQ�

F\
5HJUHVVLRQ

3URILW
,QHIILFLHQF
5HJUHVVLRQ

5HYHQXH
,QHIILFLHQF
5HJUHVVLRQ

&RVW
,QHIILFLHQF
5HJUHVVLRQ

,QGHSHQGHQW�9DULD�
EOHV

� � � � � �

Intercept 0.028

(1.25)

0.026

(1.08)

0.125

(1.66)*

0.023

(1.19)

0.029

(1.34)

0.191

(1.78)*

Liquid Asset Ratio 0.023

(2.99)***

0.056

(3.22)***

-0.035

(2.20)**

0.025

(3.18)***

0.041

(3.17)***

-0.355

(2.66)**

Short-term Loan
Ratio

0.152

(1.04)

0.076

(0.79)

0.326

(0.99)

0.105

(1.23)

0.093

(0.98)

0.184

(1.30)

Financial Investment
Ratio

-0.069

(1.90)*

-0.065

(1.72)*

0.144

(1.89)*

-0.054

(1.99)**

-0.052

(1.89)*

0.079

(2.03)**

Retail Loan Ratio -0.021

(1.71)*

-0.013

(1.45)

-0.117

(1.44)

-0.026

(1.77)*

-0.013

(1.67)*

-0.091

(1.08)

Retail Deposit Ratio -0.026

(1.52)

-0.015

(1.45)

0.104

(1.56)

-0.030

(1.73)*

-0.015

(1.62)

0.098

(0.77)

Equity Ratio 0.048

(1.84)*

0.058

(1.88)*

0.058

(1.97)**

0.055

(1.90)*

0.048

(1.78)*

0.066

(1.75)*

Cost Inefficiency - 0.043

(2.65)**

- - 0.081

(2.73)**

-

Log of Assets -0.001

(2.00)**

-0.006

(1.81)*

-0.004

(1.78)*

-0.001

(2.02)**

-0.006

(1.83)*

-0.005

(1.84)*

Log of Years in

Business

0.001

(0.33)

0.001

(0.40)

-0.001

(1.72)*

.001

(0.34)

.001

(0.40)

-0.001

(1.94)*

Log of Hours
Service Available

-0.002

(1.78)*

-0.001

(1.57)

-0.001

(1.40)

-0.002

(1.81)*

-0.001

(1.59)

-0.001

(1.35)

Banks Acquired
Local Institutions
(Dummy)

-0.047

(2.15)**

-0.039

(1.91)*

-0.049

(1.90)*

-0.048

(2.19)**

-0.037

(1.93)*

-0.034

(1.89)*

Foreign Ownership
Share (FS)

-0.040

(1.74)*

-0.045

(1.90)*

-0.037

(2.02)*

- - -



34

Iftekhar Hasan - Katherin Marton

Institute for Economies in Transition

#��
$�%%%&�%%&�%��
��	�	� ����
�������'&�!&�'(��
�

���	� ����
��

��
�
���
	�

���
���

,QGHSHQGHQW�9DULD�
EOHV

3URILW
�,QHIILFLHQ�

F\
5HJUHVVLRQ

5HYHQXH
,QHIILFLHQ�

F\
5HJUHVVLRQ

&RVW
,QHIILFLHQ�

F\
5HJUHVVLRQ

3URILW
,QHIILFLHQF
5HJUHVVLRQ

5HYHQXH
,QHIILFLHQF
5HJUHVVLRQ

&RVW
,QHIILFLHQF
5HJUHVVLRQ

� � � � � �

FS 0 – 25% - - - 0.012

(1.19)

0.018

(1.26)

0.035

(1.89)*

FS 25.1 – 50% - - - 0.025

(1.31)

0.030

(1.44)

0.080

(1.49)

FS 50.1 – 75% - - - -0.024

(3.07)***

-0.020

(2.99)***

-0.057

(3.11)***

FS 75.1 – 100% - - - -0.018

(2.55)**

-0.019

(2.61)**

-0.034

(2.03)**

Year 1994 -0.002

(1.30)

-0.002

(1.24)

0.014

(1.54)

-0.001

(0.97)

-0.002

(1.19)

-0.002

(1.39)

Year 1995 -0.022

(2.37)**

-0.014

(2.09)**

0.028

(2.43)**

-0.036

(2.05)**

-0.023

(2.34)**

-0.012

(2.10)**

Year 1996 -0.002

(1.92)*

-0.001

(1.71)*

0.002

(2.01)**

-0.005

(1.86)*

-0.001

(1.73)*

-0.002

(1.90)*

Year 1997 -0.001

(1.39)

-0.002

(0.93)

-0.015

(1.25)

-0.003

(1.61)

-0.003

(1.00)

-0.002

(1.45)

Adjusted R-squared 23.15 18.44 28.36 32.09 22.57 30.16

F-Statistics 3.94*** 2.99*** 5.68*** 4.52*** 3.06*** 5.78***

No of Observation 154
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