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Abstract

In this study, the researcher would make Panin Dubai Syariah Bank was the object of research on Islamic banks that
carry out mergers and acquisitions. This research by using quarterly financial reports to determine the level of efficiency of
the Panin Dubai Syariab Bank to be analyzed using the Data Envelopment Analysis (DEA) method. The researcher
was used the annual report to find out the extent the Panin Dubai Syariah Bank carries out its Shariab values and
objectives to be analyzed based on the Magashid Index Sharia. In the non- parametric method, the approaches that can
be used are Data Envelopment Analysis (DEA) and Free Disposal Hull (FDH). The results of the measurement
of Bank Panin Dubai Syariah using DEA indicate that the decision to merge carvied out by Panin Syariah Bank
with Dubai Islamic Bank was the right decision because, with the merger, Panin Dubai Syariah Bank could produce
almost perfect efficiency valwe of 99% in the year 2015. With doing the merger, Bank Panin Dubai Syarialh can
minimize the inefficiencies that occnr in the input variable so that it can maximize the efficiency that ocours in the output
variable.
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INTRODUCTION

The modern economy is characterized by the phenomenon of centralizing
economic power and the transformation of industrial units from smaller to larger units as
one of the effective ways to achieve economic progress. Mergers and acquisitions are the
most significant ways of achieving centralized economic power.

The merger is a combination of two or more companies into one to strengthen the
company's position. Whereas the acquisition is a takeover of part or all of the shares of
another company so that the takeover company has control rights over the target company
(Koesnadi, 1991). Acquisitions can be made to subsidiaries that have previously go public,
and it called internal acquisitions or acquisitions of other companies, and it called external
acquisitions.

The aim of the company to carry out mergers and acquisitions is expected to obtain
synergies, namely the overall value of the company after mergers and acquisitions is greater
than the sum of the value of each company before mergers and acquisitions. Mergers and
acquisitions can also provide many benefits for companies such as increased marketing
capabilities, research, managerial skills, technology transfer, and efficiency in the form of
decreasing production costs (Hitt, 2002).

Mergers and acquisitions can be seen from two perspectives namely: first, the
perspective of corporate finance, mergers and acquisitions is one form of long-term
investment decisions (capital budgeting) that must be investigated and analyzed from the
aspect of business feasibility. Second, the perspective of strategic management, mergers
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and acquisitions is an alternative strategy for the growth of the company through external
channels to achieve company goals (Moin, 2003).

In mergers and acquisitions, two things should be considered, namely the
value generated from the merger and acquisition and the parties who most benefit from
the activity, with the hope, it will produce synergies so that the company's value will
increase.

The activities of mergers and acquisitions in Indonesia have been going on
since 1970, which were carried out by banks in the hope that they could strengthen the
capital structure and obtain tax breaks. The development of the merger and acquisition
continues until now. It was done by Panin Syariah Bank and Islamic Bank of Dubai in
2005 to improve the performance of Panin Syariah Bank.

Bank performance can not only be measured using financial statement
performance and financial ratio performance or even with the CAMEL method but can
also be measured by an efficiency approach. This efficiency analysis is based on the ability
to produce maximum output with minimal input levels (Hadad et al., 2003). The concept
of efficiency is related to the comparison between the number of inputs and outputs
produced. Banks are more efficient that are expected to obtain optimal profits, obtain more
loan funds and better quality services to customers.

In addition to the level of efficiency, the performance of Islamic banks also needs to
be measured in terms of sharia by using the Maqashid Syariah Index. Maqashid Syariah Index
is a model for measuring Islamic banking performance following the objectives and
characteristics of Islamic banking.  Based on public awareness that Islamic banks are
developed as financial institutions that carry out business activities in line with the basic
principles in Islamic economics by considering the role of Islamic banks as executors of
social functions, namely to provide broad welfare to the society. Therefore the community as
a sharia bank customer needs to know the extent of Islamic banks carry out sharia values and
the extent of sharia objectives (maqashid sharia) are correctly implemented.

In this study, the researcher would make Panin Dubai Syariah Bank was the object of
research on Islamic banks that carry out mergers and acquisitions. This research by using
quarterly financial reports to determine the level of efficiency of the Panin Dubai Syariah
Bank to be analyzed using the Data Envelopment Analysis (DEA) method. The researcher
was used the annual report to find out the extent the Panin Dubai Syariah Bank carties out its
Shariah values and objectives to be analyzed based on the Maqashid Index Sharia.

Indonesia is a country with the largest Muslim population in the world with a
Muslim population of 88 per cent. The more advanced the system finance and banking, as
well as increasing welfare and needs the community, especially Muslims so it causes a higher
demand for banks following sharia principles (Alamsyah, 2015). This is proper for Indonesia
can be a pioneer and direction for the development of Islamic finance in the world.

LITERATURE REVIEW

The business combination is one strategy to maintain survival and develop the
company. The Indonesian accountant's association in the statement of Indonesian financial
accounting standard Number 12 (PSAK No.22) defines the merger of a business entity as
a form of uniting two or more separate companies into one economic entity because one
company integrates with another company or obtains control over the assets and
operations of another company (IAI, 2004). Types of business combinations can be
divided into two, namely acquisition and pooling (Merger).
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The merger is one of the company's strategies in developing and growing a
company. Mergers are derived from the merger (Latin) which means to join, together,
combine to cause loss of identity due to this merger. A merger is defined as a merger of
two or more companies which eventually joins one of the existing companies, thus
eliminating one of the names of companies that merge. In other words, a merger is an
agreement of two or more companies to join, then only one company remains alive as a
legal entity, while the other stops activities or disburses (Moin, 2003).

While the acquisitions come from acquisitio (Latin) and acquisition (English), the
acquisition means that buying or getting something/object to be added to
something/object that has been owned previous. In business, chemistry acquisition can be
interpreted as the takeover of ownership or control of shares or assets company by other
companies, and in good corporate events, the takeover or who is taken over still exists as a
legal entity separate (Moin, 2003).

In conducting mergers and acquisitions, managers must take into account the
performance of the companies that will be acquired. Because of the performance of the
company can assess whether or not the prospective company is acquired. The
performance calculation is done by looking at financial ratios.

Bank performance can not only be measured using financial report performance, but
an efficiency approach can also measure financial ratio performance or with the CAMEL
method but. Efficiency analysis is based on the ability to produce maximum output with a
minimum input level (Hadad et al, 2003). The concept of efficiency is related to the
comparison between the number of inputs and outputs produced. Banks are more efficient
that are expected to obtain optimal profits, obtain more loan funds and better quality services
to customers.

Efficiency is the effort to achieve the highest possible achievement by using the
possibilities available (material, machine and human) in the shortest possible time, in a real
state (as long as the situation can change) without disturbing the balance between the
objective factors, tools, energy and time (Wirapati, 1976). Efficiency can also be translated
with usability, and in addition to the results, it is also emphasized on the efficiency of the
effort/sacrifice to achieve these results in order to avoid waste (Syamsi, 2007).

Barr et al., (1999) argued that the efficiency of the company in production carried
out one of two ways, namely maximizing output with predetermined inputs or minimizing
inputs with predetermined outputs. The existing market reaction determines the company's
choice of two things.

According to Abdul Wahab Khallaf, understanding about maqashid syariah can be
used as a tool in understanding the editors of the Qut'an and Sunnah. In helping to resolve
conflicting propositions (fa'arud al-adillah ) and the most important thing is to establish the
law in a case that determines the law is not listed in the Qut'an and Sunnah if it uses
semantic studies (Anshori, 2009).

Al-Kuliyyat Al-Khams is a benefit of dbaruriyah which is covered in five things which
are considered as the basics and general objectives of the Shari'a that must be
maintained: ~ Maintaining ~ Religion, Maintaining the Soul, Maintaining Intellect,
Maintaining Descendants, and Maintaining Assets (Zahrah,1997).

The Magqashid syariah needed in the research of Mustafa, O.M and Dhuljastri
Abdul Razak was based on the concept of maqashid syariah compiled by Muhammad Abu
Zahrah in the book "UshulFigh". Muhammad Abu Zahrah explained that the concept of
magqashid syariah is broader and more general, namely the three objectives of Islamic law
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namely: Tahzib al-Fardi (Educating Humans), Igamah A/ Ad/ (Upholding Justice) and Ja/b
Maslabhah (Public Interest) which are parameters based on these three aspects.
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Source: Adapted from Muhammad Syafii Antonio (2012)

METHODOLOGY

The frontier approach can be divided into parametric approaches and non-
parametric approaches. The parametric approach takes measurements using stochastic
econometrics and seeks to eliminate interference from the effects of inetficiency. While
the non-parametric approach with linear programs ( non-parametric linear programming
approach ) performs non-parametric measurements using an approach is not stochastic
and tends to combine the interference into inefficiency. This is based on the discovery
and observation of the population and evaluates efficiency relative to the units observed. In
the non- parametric method, the approaches that can be used are Data Envelopment
Analysis (DEA) and Free Disposal Hull (FDH).

DEA is a data-oriented approach in evaluating the performance of each
entity unit called Decision Making Units (DMUs). The way it works is to change the
multiple inputs output to the input which is a unit of measurement of efficiency or
productivity. The efficiency score for each unit is relative, depending on the level of
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efficiency of the other units in the sample. Each unit in the sample is considered to have a
level of efficiency that is not negative, and the value is between 0 and 1, where 1 (one)
shows perfect efficiency.

DEA is a fractional linear program model that can include many outputs and inputs
without needing to specify weights for each previous variable, without the need for an
explanation of the functional relationship between input and output.

ANALYSIS OF DISCUSSION

Tabel 2
The Level Efficiency of Panin Dubai Syariah Bank

2013 2014 2015 2016 2017

Quarter I 70% 100%  100%  100% 94%

Quarter II 100%  100%  100%  100% 91%
Quarter 111 100% 95% 100% 85% 91%
Quarter IV 100% 94% 99% 99% 100%
Average 92% 97% 99% 96% 94%

Source: Secondary Data Processed

The results of measuring the efficiency level of Panin Dubai Syariah Bank from
2013 to 2017 (see Table 2) The periods of 2013 and 2014 were before the merger.
While, the period 2015 to 2017 was after merger shows that the highest level of
efficiency occurs when Panin Syariah Bank decides to merge with Dubai Islamic Bank, the
value was 99%, almost perfect efficiency. It shows that the decision of Panin Syariah Bank
in conducting a merger was the right decision, as evidenced by the increased efficiency of
Panin Dubai Syariah Bank which increased from the period before the merger was
conducted. The lowest efficiency average occurred in 2013 with an efficiency value of 92%.
Even though it has not reached an absolute efficiency value of 100%, the efficiency of
Panin Dubai Syariah Bank during the study period was at almost perfect efficiency, which
is above 90%.

Tabel 3
Financial Performance of Panin Dubai Syariah Bank
T Ac
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
Total TI  403% 0% 0% 0%  52% 59.7% 100% 100% 100% 94.8%
Assets TIL gy 0% 0% 0% 8%  100%  100%  100%  100%  92%
TIL o0 449 90% 148% 87%  100% 95.6%  10%  852% 91.3%
TV 0o, 520 01% 02% 0%  100% 94.8% 99.9% 99.8%  100%
Operational TI 294% 0% 0% 0%  52% 70.6% 100% 100% 100% 94.8%
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Costs T 0% 0% 0% 0% 8% 100%  100%  100%  100%  92%
I?I 39.6% 13. 0% 743% 8.7% 60.4% 86.3% 100% 25.7% 91.3%
JI 60.2% 52% 0.2% 31.8% 0%  39.8% 94.8% 99.8% 68.2% 100%
Non- TI 30% 0% 0% 0% 64.3%  70%  100%  100%  100%  35.7%
Operation  TII 0% 0% 0% 0% 39.5% 100% 100%  100%  100%  60.5%
al Costs
TIII 40.8% 4.5% 0% 945% 17.8% 59.2% 955% 100%  5.5% 82.2%
TV 795, 922~ 33/'5 03% 0% 208% 7.8% 67.5% 99.7% 100%
0
Average 26.6% 12' 1?/'2 18% 133% 734% 89.6% 89.8%  82%  86.7%
0

TI  548% 0% 0% 0% 0%  452% 100%  100% 100%  100%

Collectin
g T 0% 0% 0% 0% 1.2% 100% 100%  100% 100% 98.8%
0% 0% 0% 0% 34% 100%  100%  100%  100%  96.6%

TIII

v 0% 0% 1.3% 0% 0% 100%  100%  98.7%  100%  100%

Financing TI 0% 0% 0% 0% 0% 100%  100%  100%  100%  100%

Rl 0% 0% 0% 0% 0% 100%  100%  100%  100%  100%
T III 0 0 0 0 0 0, 0, 0, 0 0,
0% 0% 0%  4.9% 0% 100%  100%  100%  95.1%  100%
TIV

0% 0% 0% 0% 0% 100%  100%  100%  100%  100%

Average 6.9% 0% 02% 0.6% 0.6% 93.1% 100% 99.8% 99.4% 99.4%
Source: Secondary Data Processed

The bank's performance in collecting and channelling third-party funds (TPF) was
measured using some indicators. Namely total assets, operational costs, non-operational
costs, fundraising, and costing shows the average total assets, operational costs and non-
operational costs (see Table 3 Achieved). The input variable in 2013 was 73.4%, in 2014 it
was 89.6%, in 2015 was 89.8%, in 2016 was 82%, and in 2017 was 86.7%. It shows that
the value of inefficiency was still high in input variables. Although the value of these
inefficiencies tends to decrease compared to the conditions before the merger and after
the merger conducted by Panin Dubai Syariah Bank. It means that the merger decision
made by Panin Dubai Syariah Bank could improve bank performance and reduce the value
of inefficiencies that occur in banks.

Whereas, the result data from the fundraising and financing indicators as output
variables (see Table 3 Achieved) shows that the average fund collection and financing
during the research period was achieved absolute efficiency values in 2014. In the periods
of 2013, 2015 to 2017 were achieved almost perfect values no less of 90%. It shows that
the value of the inefficiency in the input variable was decreased because the effects of the
merger carried out by Panin Dubai Syariah Bank affected the efficiency of the output
variable as an indicator of the performance of Islamic banks in channelling deposits.

The results of this research in which the input variables namely total assets,
operational costs and non - operational costs are variables that cause inefficiencies in the
performance of Islamic banks. This research in line with the research results of Yulita and
Rizal (2016) where several factors lead to inefficiencies in Islamic banks namely operational
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costs, assets fixed, total financing, third-party funds.
Tabel 4
Performance Ratio of Maqashid Syariah Index in Panin Dubai Syariah Bank

Performance Ratio of Educating

2013 2014 2015 2016 2017
Education Grant (%) 2009 1,922 0.405 0.482 0.158

Research (%) 2000 1,922 0405 0482  0.158
Training (%) 2000 1,922 0405 0482  0.158
Publicity (%) 0792 3,199 2485 2041  3.135

Source: Secondary Data Processed

The data in table 4 shows that the ratio of education grants, research and training to
Panin The data in table 4 shows that the ratio of education grants, research and training to
Panin Dubai Syariah Bank has the same value and fluctuated from 2013 to 2017. However,
the value of the ratio in all three these variables tend to decline from 2015 to 2017. In the
period, Panin Dubai Syariah Bank has carried out a merger process to improve bank
performance. The highest ratio value was in 2013 amounting to 2,009 %, and the lowest
value ratio was in 2017 amounting to 0.158 %.

This result shows that Panin Dubai Syariah Bank has fluctuated channelled the
same amount of funds each year for education through scholarships and educational
infrastructure used as programs to improve the quality of education for underprivileged
families, for research to increase innovation in bank products, and also for training with
increasing bank employee performance.

The ratio of publicity of Panin Dubai Syariah Bank has the highest value
ratio among the proper educating performance ratios during the study period. The ratio
value also experienced significant fluctuations in each period. The highest value of the ratio
was in 2014 amounting to 3,199%, and the lowest value was in 2013 amounting to
0.792%. The highest fluctuations occur when Panin Dubai Syariah Bank has before a
merger and after the merger occurs the fluctuations that occur was not too significant and
tended to be stable. The promotion strategy is carried out by Panin Dubai Syariah Bank
through print and electronic media and BTL (Below The Line) programs such as
sponsorship events, business gatherings, ATM receipts, brochures, exhibitions and event
outlets in malls, offices, car-free days and so on.

Tabel 5
Performance Ratio of Maqashid Syariah Index in Panin Dubai Syariah Bank

Establishing Justice Performance Ratio
2013 2014 2015 2016 2017
Fair Returns (%) 65,678 10.431 7.361 7.252 10.22
Functional Distribution (%) 103,861 296,807 369,164 241,808 224.20
Free Interest Product (%) 2.188 13,473 10.390 3,938 119,11

Source: Secondary Data Processed
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In table 5, the fair retumn ratio of Panin Dubai Syariah Bank has fluctuated during
the period 2013 to 2017. This ratio has the highest value in 2013 of 65,678% the total
revenue of Panin Dubai Syariah Bank. However, in next year the fair return ratio of Panin
Dubai Syariah Bank has experienced a significant decline. In 2016 was the peak of the
decline in the fair return ratio was amounted to 7.252%. This result shows that the
business of Panin Dubai Syariah Bank in increasing profits obtained in order to increase
profit sharing to customers and banks through merger activities was considered less
effective because the value of the ratio in the current year after the merger occurs tends to
decrease compared to the year before the merger occurred.

The functional distribution ratio is reflected through the ratio of profit sharing
scheme ( mudharabah and musyarakah ) to total financing. Panin Dubai Syariah Bank had
the highest value ratio in 2015 was amounting of 369,164 %, but it was following by a
decrease in each subsequent year. Even though, in 2015 there was an increase of 72,357
%. This result shows that Panin Dubai Syariah Bank in every year strives to improve its
function in realizing socio-economic justice by increased the financing of Islamic banks
using the mudharabah and musyarakah models.

The interest-free income ratio is reflected through znterest-free income compared to total
The interest- free income ratio was reflected through interest-free income compared to
total income. Panin Dubai Syariah Bank had the highest ratio value in 2017 was of 119,119
%, the highest ratio was a very significant increase when compared to the previous year,
the increase reached wasl115,181%. This result shows that Panin Dubai Syariah Bank
took the merger decision to obtain interest-free income by minimising interest income
from the placement of funds and current accounts in conventional banks is the right
decision.

Tabel 6
Performance Ratio of Maqashid Syariah Index in Panin Dubai Syariah Bank

Public Interest Performance Ratio

2013 2014 2015 2016 2017
Profit Ratio (%) 0.278 1,142 1,035 0.311 10,952
Personal Income (%) 0 0.013 0.053 0.026 0.008

Investment In Real Sector (%) 9,773 89,889 375,266 76,065 248,789
Source: Secondary Data Processed

From table 6, Panin Dubai Syariah Bank had the highest Profit Ratio in 2017 was
of 10, 952% which experienced a significant increase of 1 0, 641 % from the previous
year. During the study period, the profit ratio of Panin Dubai Syariah' Bank has
experienced a significant increase. This result shows that with the merger carried out by
Panin Dubai Syariah' Bank succeeded to increase the net profit earned every year, and it
will have an impact on improving the function of public interest not only the owners
and employees of Islamic banks but also all stakeholders of Islamic banking.

The ratio of personal income was reflected through the level of public interest
obtained by society through zakat paid by Islamic banks. Panin Dubai Syariah' Bank has
the highest ratio value in 2015 with an increase of 0,04% from the previous year but has
decreased by 0.027% in 2016. Panin Dubai Syariah Bank was routine pays at least 2.5%
of the total profits to pay zakat. This result shows that Panin Bank Dubai Syariah every
year consistently pays zakat by achieving goals for the benefit of society.
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The investment in the real sector ratio was reflected through the investment of
Islamic banks in the real sector compared to the overall investment in Islamic banks. Panin
Dubai Syariah Bank had the highest fixed value ratio in 2015 was of 375,266 %.
However, in the next year was decreased. Panin Dubai Syariah Bank was selected several
products in the distribution of the real sector through musyarakah financing, murabahah,
mudharabah, qard and other sharia products.

CONCLUSION

The merger is one of the company's strategies in developing and growing a
company. While the acquisition means buying or getting something/object to be
added to something/object that has been owned previous. In conducting mergers
and acquisitions, managers must take into account the performance of the companies
that will be acquired. Because of the performance of the company can assess whether
or not the prospective company is acquired. The performance calculation was done by
looking at financial ratios.

Bank performance can not only be measured using financial report performance,
but an efficiency approach can also measure financial ratio performance or with the
CAMEL method but. Efficiency analysis is based on the ability to produce maximum
output with a minimum input level. In addition to the level of efficiency, the performance
of Islamic banks also needs to be measured in terms of sharia by using the Maqashid
Syariah Index, to measure the performance of Islamic banking to appropriate the
objectives and characteristics of Islamic banking.

The results of the measurement of Bank Panin Dubai Syariah using DEA indicate
that the decision to merge carried out by Panin Syariah Bank with Dubai Islamic Bank was
the right decision because, with the merger, Panin Dubai Syariah Bank could produce almost
perfect efficiency value of 99% in the year 2015. With doing the merger, Bank Panin Dubai
Syariah can minimize the inefficiencies that occur in the input variable so that it can maximize
the efficiency that occurs in the output variable.

Similarly, the results of sharia side measurements using Maqasid Syariah Index, the
merger carried out by Dubai Sharia Bank can improve the side of sharia bank so that the
bank could fulfill the objectives and characteristics of Islamic banks following Islamic law.
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