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Welcome to
International Conference on Economic Educational and Entrepreneurship (IEEE)
2016 at Universitas Negeri Surabaya

Drs. Eko Wahjudi, M.Si
Dean, Faculty of Economic
Universitas Negeri Surabaya

Indonesia

It is an honor to have you joint this conferenceithwtheme Economic Education and
Entrepreneurship Learning Innovationare, this conference jointly organized by Faculty o
Economic, Universitas Negeri Surabaya with ASPROBPEN and the ¥ annual conference to
celebrate the'banniversary of Asosiasi Profesi Pendidik Ekonamdidnesia (ASPROPENDO).

The goals of this conference are to give econordiecators the opportunity to share ideas and
networks while working together on economic edwratind entrepreneurship learning innovation for
future exchange internationally. It is anticipatbdt the exchange of the ideas and research fiading
will contribute greatly to future generations amdm®omic education.

On behalf of the Faculty of Economic, Universitaegdri Surabaya, | would like to express my
gratitude and my sincere appreciation to aarhost institution, the keynote speakers, guest
participants and the organizing committees forrteorts. | would like to thank to all delegatioasd
participations that come to the part of this coeree.
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Dr. Waspodo Tjipto Subroto, M.Pd
Co-Even Director |

Universitas Negeri Surabaya
Indonesia

Assalamualaikum Wr. Wb.
Honorable, the rector of State University of Susahdrof. Dr. Warsono, M.S

Honorable, the Dean of Faculty of Economic of @nsitas Negeri Surabaya, Drs. Eko Wahjudi,
M.Si.

Honorable, the Head of ASPROPENDO, Dr. Sugiharsth8j
Respectable, all speakers of the internationalerente,,

And all of the audiences who are very happy.

Thanks to Allah SW.T who has been giving us blesd mercies so we can be here together in
healthy condition. Then, let us greet and prayuoheloved prophet Muhammad S.AW who brings us
the path of light and leave the darkness in tiés i

We are glad that the idea to hold this Internatic@ahference get good responses from UNESA
campus, ASPROPENDO and from Economic Educationah oom Indonesia and aboard.
Alhamdulillah, the participation of this conferentas reached about 250 participants.

Ladies and gentleman, in this conference, we haymdte speakers who come from Indonesia and
aboard, they are:

Prof. Dr. Ady Soejoto, M,Si (Indonesia)

Prof. Dr. Hitesh Shukla (India)

Prof. Dr. Ruswiati Suryasaputra (Malaysia)

Dr. Maria Elena David Cruz (Phillipine)

Dr. Moro Kadjo Daniel Bity (Cote d’Ivoire--West Africa)
And guest participants:

Prof. Dr. Vishal Khasgiwala (India)

Prof. Dr. Chetan Lakhlani (India)

The theme of this conference is the ECONOMIC EDUGANI AND ENTREPRENUERSHIP
LEARNING INNOVATION. The purpose of this confereniseto share the knowledges from all sides
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of the world about how to make a better Innovatiearning in Economic Education. We are educator
and we are should give changes in innovatiomieg in Economic Education.

We thank to:

Universitas Negeri Surabaya

Faculty of Economic of Universitas Negeri Surabaya
ASPROPENDO (Asosiasi Profesi Pendidik Ekonomi Irekia)
Audience, participant, and proceeding speakers.

And all who support to hold this conference.

Thats all, thanks for your attention, we apolodizéere is any mistakes. Enjoy the conference.élop
this will be useful for all of us.

Wassalamualaikum wr.wb

iv
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Dr. Sugiharsono, M.Si
The Chairman ASPROPENDO
Universitas Negeri Yogyakarta
Indonesia
Assalamualaikum w.w.
Give thanks to the God Almighty for His mercy and bless, today we are here to hold the
‘Mukernas’ (a national work forum) and the ASPROPENDO International conference. In this
moment ‘Mukernas’ will discuss the ASPROPENDO follow-up work program which established
in UNS Surakarta and Universitas Jambi. Meanwhile, the international seminar is taking the
theme "Economic Education and Entrepreneurship Learning Innovation" (ICEEE). The theme
was taken accordance to the demands of the development of education and entrepreneurship, as
well as national and regional economic developments in Asia in the globalization era.

This Mukernas and ICEEE were hold by the cooperation of some university; UNESA Surabaya,
UNS Surakarta, UKSW Salatiga, UNY Yogyakarta, UPI Bandung, East Java ASPROPENDO Board,
and the Central Board ASPROPENDO. Therefore, on behalf of the Central Board ASPROPENDO I
would like to thank for all the sacrifices, especially Faculty of Economics UNESA Surabaya for the
willing to host and manage the ICEEE and Mukernas ASPROPENDO 2016. Thanks to the Dean of
FE UNESA.

More than 40 universities is participated in Mukernas and the International Conference on
Economic Educational and Entrepreneurship 1st 2016 as organizers and participants. I would
like to say thanks for the cooperation. The role of professional associations, including
ASPROPENDO is important, especially for the development of economic education programs,
and the accreditation of educational institutions. Therefore, let’s support ASPROPENDO as an
educator profession forum in Indonesia. InsyaAllah with our support ASPROPENDO will be
developed accordance to the demands of the development of education in Indonesia.

I would like to express my gratitude to Prof. Dr. Warsono, M.Hum as Rector UNESA Surabaya
who have allowed and facilitated the International Conference on Economic Educational and
Entrepreneurship 1st 2016, and his participation. Thank to Prof. Ruswiati Suryasaputra
(Universiti Utara Malaysia), Prof. Hitesh Shukla Saurasthra (University Rajkot, Gujarat India),
Maria Elena Dela Cruz David, Ed.D. (Tarlac State University Philippines), Dr. Daniel Moro Kadjo
Bitty (Assistant Chairman Dakar Business School), and Prof. Ady Soedjoto, SE., M.Si. (UNESA
Surabaya) as keynote speakers. Thanks to Dr. Wapodo, M.Sc. as the Committee Chairman for
coordinating the Mukernas and ICEEE. Infinite thanks to all the organizers and participants who
have participated in the Mukernas and International Conference on Economic Educational and
Entrepreneurship 1st 2016 in UNESA Surabaya. Hopefully this seminar gives us benefit in order
to face the economic education in globalization.

Wassalamualaikum w.w.
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Prof. Dr. Ady Soejoto, M,Si
The Board Experts Aspropendo
Universitas Negeri Surabaya
Indonesia

Bissmilahirohmanirrohim
Assalamualaikum Wr, Wb

Welcome to the International Conference on Econdtdigcational and Entrepreneurship2016,

Honorable;

The rector of State University of Surabaya,

The Dean of Faculty of Economic of Universitas Ne§eirabaya,

The Chairman of the Asosiasi Profesi Pendidik Ekonimdonesia (Aspropendo),

And speakers who have agreed to attend this cordfere

The Asosiasi Profesi Pendidik Ekonomi IndonesigpfApendo) members, audiences and participants
that enliven this conference.

Give thanks to the God Almighty, for all the blegg and joy, so we can attend this International
Conference on Economic Educational and Entreprehgust 2016.

Ladies and gentlemen,

In this year, Asosiasi Profesi Pendidik Ekonomidnesia (Aspropendo) celebrates itsahniversary.
This celebration took place in Surabaya, the saityewhere the organization was founded in July
2011. In this 5 years Aspropendo consistent ampoatianizes scientific activities such as workshops
seminars and call paper, held in various univesitin Indonesia who joined as a member of
Aspropendo.

In this celebration, Aspropendo determined to hatdrnational seminar, which will be an annual
event for Aspropendo. The Agenda called InternalicDonference on Economic Education and
Entrepreneurship (ICEEE). Next year, this agendé be continued and one of universities in
Indonesia, who joined as a member of Aspropendiogetithe honor to hold the conference.

This International Conference on Economic Educatiod Entrepreneurship*2016, were attended
by more than 158peakers from all over Indonesia and other countries. A ‘Mukernas’ were held in the
previous day, and attended by all Aspnajre members throughout Indonesia at ‘Papilio Hotel’. 1
would like to express my gratitude and my sinceppreciation to all who have supported the
‘Mukernas’ and this International Conference on Economic Education and Entrepreneurship 15t 2016,
and support Aspropendo to carry its vision and imissAspropendo will continue to strive and
participate in advancing education, especially eatin education in Indonesia. The existence of
Aspropendo will be challenged by the time. The tivég and innovation from all members will
answer its challenges.

That’s all, and ‘Dirgahayu ke 5 Aspropendo, Dari Aspropendo Untuk Indonesia
Thank youy Wassalamualaikum Wr. Wb
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PATRONS
Keynote Speakers
Prof. Dr. Ruswiati Suryasaputra from Universitati Malaysia
Prof. Dr. Hitech Shukla from Saurashtra, Universtgjikot, Gujarat India
Dr. Moro Kadjo Daniel Bitty from Dakar Business Soho
Dr. Maria Elena David from Talac University

Prof. Dr.H. Ady Soejoto, S.E., M.Si from Universitas Negeri Suaga

Organizer

Faculty of Economic Universitas Negeri Surabaya

Co-Organizer

Universitas Negeri Surabaya

Universitas Sebelas Maret

Universitas Negeri Yogyakarta

Universitas Kristen Satya Wacana

Universitas Tanjungpura

Universitas Pendidikan Indonesia

Universitas Negeri Semarang

Universitas Jenderal Soedirman

Universitas Negeri Jakarta

Universitas Negeri Malang

Universitas Negeri Jember

Universitas Jambi

Unversitas Lambung Mangkurat

Universitas Riau

Universitas Nusa Cendana

Universitas Muhammadiyah Surakarta

Universitas Muhammadiyah Prof. Dr. Hamka

Universtias Ronggolawe Tuban

UIN SUSKA Riau

Sekolah Tinggi llmu Keguruan PGRI Jombang
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Universitas Mulawarman

Institut Keguruan llmu Pendidikan PGRI Madiun
Universitas Slamet Riyadi Surakarta

Sekolah Tinggi llmu Ekonomi Indonesia

Universitas Islam Batik Surakarta

Chairman

Drs. Eko Wahjudi, M.Si (Dekan Fakultas Ekonomi UNESA)

Steering Committee

Prof. Dr. H. Ady Soejoto, S.E., M.Si (Universitasdéei Surabaya)
Prof. Dr. Drs. Junaedi H. Matsum, M.Pd (Universitasjiing Pura)
Prof. Dr. H. Eeng Ahman, M.S (Universitas Pendidikaaonesia)
Dr. Sugiharsono, M.Si (Universitas Negeri Yogyakgarta

Susi Handayani, S.E., Ak., M.Ak (Universitas Nedaurabaya)

Scientific Committee

Prof. H. Yoyok Soesatyo, S.H., M.M., Ph.D (Universitdegeri Surabaya)
Prof. Dr. Bambang Suratman, M.Pd (Universitas Ne§arabaya)

Prof. Dr. Baedhowi, M.Si (Universitas Negeri Sebélget Surakarta)

Prof. Dr. Trisno Martono, M.M (Universitas Negeri SktseMaret Surakarta)
Prof. Dr. Budi Eko Soetjipto, M.Ed, M.Si (Universstdlegeri Malang)

Dr. Vishal Khasgiwala (Kum. M.H. Gardi School of M@eanent, Rajkot, India)
Dr. Chetan Lakhlani (Junagadh Agricultural Universindia)

Dr. K.A. Khunt (Junagadh Agricultural Universityydia)

Dr. Lugman Hakim, S.Pd, M.SA (Universitas Negerighaya)

Dr. Ikaputera Wasapada, M.Pd (Universitas Pendidikdanesia)

Dr. Corry Yohana (Universitas Negeri Jakarta)

Dicki Hartanato, M.M (UIN Suska Riau)

Dr. Kardoyo, M.Pd (Universita Negeri Semarang)

Dr. Gimin, M.Pd (Universitas Riau)

Dr. Suratno, M.Pd (Universitas Jambi)
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Organizing Committee

1. Event Director : Dr. Bambang Ismanto, M.Si
(UKSW)

2. Co-Even Director | : Dr. Waspodo Tjipto
Subroto, M.Pd
(UNESA)

3. Co-Even Director I : Prof. Dr. Sri Umi Mintarti

W., S.E.,M.P, Ak (UM)

4. Chief Secretary : Aniek Hindrayani, S.E,
M.Si (UNS)

5. Secretary Committee | : Dhiah Fitrayati, S.Pd, M.E
(UNESA)

6. Secretary Committee Il : Dr. Munawaroh, M.M
(STKIP PGRI Jombang)

7. Chief of Finance : Dr. Neti Budiwati, M.Si
(UPI)

8. Finance Committee | : Lucky Rachmawati, S.E,
M.Si (UNESA)

9. Finance Committee I : Dra. Henny Sri Astuti,

M.Pd (Universitas Ronggolawe)

10. Moderator In Panel : Dr. Dwi Wulandari (UM)
11. Moderator In Pararel:

a. Dra. Entri Sulistari Gundo, M.Si (UKSW)

b. Drs. Pudjo Suharso, M.Si (UNEJ)

c. Dra. Sudarmiani, M.Pd (IKIP PGRI MADIUN)

d. Dr. Yudi Supiyanto, M.Pd (Unirow)

e. Aniek Hindrayani, S.E, M.Si (UNS)

Dr. Sukidin, M.Pd (UNEJ)

. Dr. Harti, M.Si (UNESA)
Clarashinta Canggih, S.E, CIFP (UNESA)
i. Dr. A’rasy Fahrullah, S.Sos, M.Si (UNESA)
j. Choirul Nikmah, S.AB, M.BA (UNESA)

> a -
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12. Administrastion Committees:
a. Finisica Dwijayati Patrikha, S.Pd, M.Pd (UNESA)
b. Renny Dwijayanti, S.Pd, M.Pd (UNESA)
c. Novi Marlena, S.Pd, M.Si (UNESA)
d. Novi Trisnawati, S.Pd, M.Pd (UNESA)
e. Irin Widayanti, S.Pd, M.Pd (UNESA)
13. Event Coordinator:
a. Dr. Susanti, M.Si (UNESA)
b. Drs. Joni Susilowibowo, M.Pd (UNESA)
14. Registration Coordinator:
a. Durinda Puspitasari, S.Pd, M.Pd (UNESA)
b. Durinta Puspasari, S.Pd, M.Pd (UNESA)
15. Meals Coordinator:
a. Retno Mustika Dewi, S.Pd, M.Pd (UNESA)
b. Suci Rohayati, S.Pd. M.Pd (UNESA)
16. Transport Coordinator:
a. Muhammad Abdul Ghofur, SE, M.Pd (UNESA)
b. Jaka Nugraha, M.AB, M.BA (UNESA)
17. Publication Coordinator:
a. Riza Yonisa Kurniawan, S.Pd, M.Pd (UNESA)
b. Priyo (UNESA)
18. Scurity Coordinator : Ani Sulistiyowati (UNESA)
19. Prosiding Coordinator:
a. Hendry Cahyono, S.E, M.E (UNESA)
b. Albrian Fiky Prakoso, S.Pd, M.Pd (UNESA)
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PROGRAM

15t Internasional Conference on Economics Education &ntrepreneurship
Universitas Negeri Surabaya, July, 280" 2016

Day

Kegiatan

Penanggung
Jawab

Tempat

Jumat, 29 Juli 2016

13:00 | Makan Siang Panitia UNESA | Best Western Papillo Hotel
WIB
14:00 | Registrasi Peserta Muskernas | Panitia UNESA | Best Western Papillo Hotel
15:00
15:00 - | Pembukaan Pengurus Pusat| Ruang Meeting
16:00 | Sidang Sesi | ASPROPENDO
16:00 | Coffee Break Panitia UNESA | Ruang Makan
-16:30
16:30 | Sidang Sesi ll Pengurus Pusat
-18:00 ASPROPENDO
18:00- | Ishoma Panitia UNESA | Ruang Makan
19:00 Bebas
19:00- | ¢ Pelantikan Pengurus Cabar|gl)Pengurus Ruang Meeting
22:00 | e Sidang Pleno Pusat
ASPROPEND
o
2)UNESA
22:00- | Istirahat Panitia UNESA | Best Western Papillo Hotel

Sabtu, 30 Juli 2016

07:00 - | Registrasi Seminar Panitia UNESA | FE UNESA JI. Ketintang
08:00
08:00- | Pembukaan Panitia UNESA | Ruang Meeting
09:00
09:00- | Pembicara Panel Invited Ruang Meeting
11:30 Speakers:

Thailand

Malaysia

India

Filipina

Indonesia
11:30- | Tanya Jawab Panitia UNESA | Ruang Meeting
12:30
12:30- | Ishoma Panitia UNESA | Ruang Makan
13:30
13:30 | Diskusi Paralel Sesi | Panitia UNESA | Ruang Meeting
-15:30
15:30- | Coffee Break Panitia UNESA | Ruang Makan
16:00
16:00 | Diskusi Paralel Sesi Il Panitia UNESA | Ruang Meeting
-17:30
17:30 | Penutupan Panitia UNESA | Ruang Meeting
-18:00
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PARALEL SESION INTERNATIONAL ON ECONOMIC EDUCATION & ENTREPRENEUR  SHIP 2016

RUANG : GEDUNG G4.01.06

MODERATOR : Dr. Sukidin, M.Pd (UNEJ)

WAKTU $13.30-17.30 pm

TEMA : Growing spirit of entre preneurship for young generaton
No Author Title

1 [Fachrunnisa, Usep |The Effect of Creativity, Risk-Taking Propensity, EntrepreiaéEducation, and
Suhud, Dita Puruwital Entrepreneurial Motivation towards Vocational Schools’ Students’ Entrepreneurial
Intention in Jakarta

2 |Nur Aini Anisa Growing Entusiasm Of Entrepreneurship Of Student Througé $tory Of Successful
Entrepreneurs

3 |Ridwan Sobari, UsegThe Influence of Personalty Traits, Attitude, EntrepreiaéEducation and Seff-Efficagy
Suhud, Dita Puruwitgtoward Entrepreneurial Intention among Vocational ScBaalents in Jakarta

4 |Henny SriAstuty, |Developing The Spirit Of Entrepreneurship In The Youngé®ation
Yudi Supiyanto

5 [Yudi Supyanto, Effect Of Knowledge Of Entrepreneurship And Self- Efficacyriesé In
Henny SriAstuty  |Entrepreneurship Motivation Students Through FKIP UNIROMiah

6 [VeniRafida E-Commerce for Beginners and Young Entrepreneur

7 |Alya Fatimah Economic Transformation Of Mineworker Of Suffur EvaluatechiEducation Of
Economics

8 |Dody Ragi Grow Creatvity And Innovation To Improve Entrepreneur SpiriRSEAN Economic
Community Era

9 |Ainul Ulumiyah The Effectiveness of Students Entrepreneurship Program ( P¥\@reated Young
Entrepreneur

10 |Vitria Puri Rahayu |Internalization the Eight Hidden Values of a Networkrkéding Business Robert T.
Kiyosaki to Establish Financial Quotient for the YguBeneration

11 |Angga Irfan Farid  |Developing Entrepreneurial Character and Interpersonal8kdugh Contextual

Instruction
12 |Ning Faidah Throught Cuttural Gatherings Foster SocitEreneurship In Young People
13 |Harti Teacher’s Entrepreneur Literacy for Learning Development to Suit Future Student’s

Need in The Competitive Environment

14 |Waspodo Tiipto The Creative Economic Development To Foster Competiss In Asean Economic
Subroto Community
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Indonesia Prediction In Vortex Asean Economic Community (Aec)
Drajat Tirtayasa, HENAIO PraSEety0 .........uuuiiiiiiiiie e e e e e e e e e e e 1221
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Mariana, TKa PeIMAASAIT .......oiveeiiii e e et e e e et e s e e ea e e e e e easeeneesaans 1235
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According To West Sumatra Agro- Ecology Zone
Ansofino, Farida, Dasrizal, Afrital Rizki, Frauke Lindenstruth ..., 1261

Qurani Perspective Of Entrepreneurship
MOCH. KROIMUL ANWAT ..ot e e e e e e e e e e e e e e eeeas 1271

Ict Based Employee Performance Improvement In The Region Vii Kopertis East Java
YOVhaN FirdianSyah, ......cooouuuiiiii e 1282

How Does Consumer Culture Effect Consumption Behavior? (Empirical Studies In Faculty
Of Economics, Semarang State University (Unnes)
Ade Rustiana, Kemal Budi Mulyono, Sandy Arief ..o 1292

Trend Analysis Islamic Economy In Indonesia In The Era Aec
RACNMAL SUNNAIE ....eeiiiiiiiie et e e e s r e e e e e e reeeaeans 1303

“Ukm Broadcast” As Business Improvement In Network Marketing Umkm As A Crutch
National Economy
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Toward Cooperative Attitude In Building Business Of Senior High School Student
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THE ORETICAL STUDY : BANKING CRISIS TRI GGERS FACTOR

Musdholifah
Ulil Hartono

ABSTRACT

The banking crisis occunwhen a bank expeencing withdraws suddeny by mary
depositors. The bankincrisis would be if the phenomenois systemic bankuns
(masgve withdrawals) wee widespread. Systemic crisis will V@ an im@md on a
county's economy deriorated. There are severdiactors thatcen trigger a banking
crisis that macroeconome conditions, intenal bank, institutional quality, and the
contagion eféds of the globhemnomicfactors. Based on thedactors indcae that
the causes of the banking crisis shocks not omignf banks but also influenced by
internal factors beyond the bank il§eso that ealy warning systems need to be made
to capturesignals the bankmcrisis.

Keywords: banking crisis, macrceconomic, internal bank, institutional,
contagion effeds

INTRODUCTION

The bankig crisis acurs when a commercial bank withdralgaexpeiencing sudden
(or a bankrun) by many depositors (Asarya, 2009. Bankrunscan occur because of a
commercial bank operating under the system of fractionarresbankingjn which
bankscan lend more of the depositsceaved and loans banks extend in the long term
but accepts deposits in the shtatm, so that thereis dways amatuity mismatche.
Systemic banking crisescair when a bankun speal. If the bankrun is not
widespeal, but the banks are reluctant to extend loans, a situat@iled credit
crunch (credit ounch) Moreover, in many case systemic bankig crisis is a
general conditionin which financial institutions r@ systemically importanto be in
trouble (laeven and VEencia, 2008). Exaples of banking criseis a banking crisisn
the US in 1931, the banking mis in Nigeria in 1945-1955, the banking crisia
Britain in the yea 1973to 1974, the Asian financial crisie 1997-1998, the bank
runon Northern Rock in 2007, and thellapse of Bear $&ns in 2008.

DEFINITION AND MEASUREMENT OF BANKING CRISIS

The definition of the banking crisigs still debatable. This indéion is shown ly
Mannasoo and Maye (2006) questioned how thesize of the crisisso thatit can be

1344
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defined a bankig crisis. Boro and Lowe (202) rewds that the definiton of
origin —usul banking crisis affecting the future developtr&traegy and assssment
of the usefulness of the imdtors of crisis. The views underlying thiermation of
specific indcators referring to théur observations. First, banking crises téodrise
primaily from deeriorating economic fundamentals, especially tlelide in asset
quality. S oond, the banking crisis with a Higttonomic costin this case the overd
output often appas as a common risk factor. Third, the vulaality tend to wake up
from time to time, which refeds the mutually reinforcing interaction beteen the
financial £dor and the ed economy. The gowing emnomy, risiy asset pricg,
redwed risk and eternal financing becae chegper and moreThese developments will
encourage expansion aiifdit progressed todar, enabling the financial imbalaes
which will be coveredin the pronising economic conditions. The imbalancauses
distortionsin the realeconomy in theform of exessve investmentin sedors most
affeded by the faorable conditions. Explosion (boom) imbalance pose next
contradion. At a cetain point, the proess goes into reverse (except financial
system has builadequate defense during the boom period), the nextadomtr
can cause widespea instability. Finally, the predictability of crisis may occwhich
may also be abl¢o detect the synptoms of the buildup of finandiambalarces.

Rojas-Suare199) defines a bank expeencing a crisigf the ratio of bad loans
to total loansis greater standard-setting threshaddl bad loans on non-crisis period plus
two times standa deviation.

Demirguc-Kunt and [Deagiache (199) and Hardy and Pazadigiu (1998)
defines a banking crisis @cur if one of the conditions (indiaors) are metThese
indicators include: the bad loansaal 10 percent of théotal assetsn the banking
system, the cost of recoveryadaed 2 percent of BP, the transfer of evnershipin
large banksto govenment and bank runs. Gorea-Hermosilo et d. (1997) provide
different measuwrement mention that bank crises are banks with non-performimng loa
more than 6-8 pecent of totd loans.

Another opinion expessed by Kaminskand Reinhar{199) which defines a bank
expeiencing distres characteézed by the eistence of a problem on thelbece sled.
The banking crisis begins withHatgkah deegulationmeasures that k& an immad on
credit expansion too fast. This in turnliwboost asset mesin the real sdor, which
led to the bubblgbulble) in the sector. Effas bursting of the bubblen related sectors
followed by a dastic price reduction, disruption of thmarket, and risirg corporae
bankrupcies widely. This conditioris accompanied by rising bad debts, financial
losses and liquidity problems in the banking syst€aminsky and Reinhar{199) to
measue the crisis through an observation period of crisis for 24 months.

Bussiege and Fratzschef20(2) introduced the classiftion of three state of crisisyb
multinomial logit modd to avoid bias resulting from the post-&igiecovery
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pha® assessmeris wrong. The conditionsed researches to reflect the vaabe as
binaly daa - good crisis or no crisis idgs- who rely on the historydt crisis. This
corcept has some eeknessthat binay approach and three-period (reginejlifferent
ignoring market pressures at near-crisis. Reliance on peémal judgment has
saneweaknesses and also illustrates tinebaguity of some of the operational diafion
of a systemic crisis.

Further definition of the crisis putorward by Mann@o and Mayes (2005), yb
classifying banks expieencing diffiaulties in two caegories, nandy distress and
bankruptcy. Banks expencing distresif the situation shows the ratio of equity and
excessreseves of the loan is gsthan the highest value of lean provisions, wheses

if the bank has equity is negative or zero, it is called bankruptcy.

Borio and Drehmann (2009) gives two definitions about the crisis. fTist
definition of crisisin a country where theogernment hado inject capitalinto major
banks more than one or more than one large bank that failed.e@ed sdefinition
gives the sense that less restrictive about the crisis thabtinérygis sal to bein crisis
if the gvernment did atleast two policies following operationgssuing a garantee
wholesde (large tradg purchase of assets)jed capital in at least one bg bank, or
annourted a recapitatation program on a lge scde

llling and Liu (2008, 2006) subsequently developed an index that is used to test the
indicators of crisis. This indexs usedin further studies by Hanschel and Monnin
(2005)to investigate the systemic risk Switzeland and Misina and@kacz (2008) in
Canada. This indeis based oomarket data (stock pte), balance sheet data (interbank
deposits, return on assets), and the supervision of information on bank risk.

Bhatacharya and Ry (200) showed thatthere are two methodsf adentifying
future banking crisis that event-based met(lmted a annual data) and index method
(based on monthly or quarly). Methods based events (event-based) identify banking
crises systemic justfter the @currence ofcertain events such as bank runs, closure
mergers, long veation out of the ordinaryrecapitalization and\Non-Performing Assis
significant (NPA)(eg Demirguc Kunt and Detragihe, 1998; Kaminsky & Reinhart,
1999; Capio and Klingebiel,

2003, and the Wtat Economic Outlook 1998). The criticism of the methedhat the
identification of crisis-driven events may result in delayedognition on crisis
events (Hagen and Ho, 2003; 2006). thenmore, event-based method does not
consider the threshold picit andadknowledge d events financiamarket turmoil as a
crisis. As a result, research-based events that use anntaihdale the mistake of
labeling one year as a year of crisis though the amsygoccur in only a fev months of
the yea.

The index method has several advantages over the approadhobatbee event. First,

thisapproach does not require a priori knowledge of an intidadentify the banking
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crisis so that the possibility of a delay reagnizing the crisis will be lowe
Second, the various fons of banking severity of the disordean be identiedin this
method. Third, the method index based on monthly ees daa could mply a more
spedfic timing crisis.

Kibritcioglu (202) developed a Bankinge8or Fagility Index (Index BSF) uses
three important indiators to measure the rigility of the banking sector, the level of
external debt of the bankmsedor, the credit rating, the level of deposits.idtbecause
of thesethree indcaorsrelated toforeign exchagerisk, credit risk and liquidity risk.

Bhattacharya and Ry (2009) modifying the Bankingsector Fagility Index (BSF
Index) developed by Kibritciogl{®0Q2) to Hedth Level Banking $dor Index (hdex
BSS). The index was constrter to recognize the months right from the barmkanisis

in India. BSS index using agggae monthly data on deposits, loans and investment
bank monthly genetaas a proxy for liquidity risk, credit risk andterest rate risk,
which are the threemain risk faced by banksn India. Exchange ta risks hae not
been included becase of the relatively insigniiant proportion of international assets
and liabilities of banks in Ind.

DETERMINANT BANKING CRIS IS

According to Grossman (1994) and Grossman and Meig20d0) the cause of the
bankirg crisis is divided irno three categories. First, the banking system's ability to
withstand an adverss#hock depending on thiaitial conditions, including asset quality,
liquidity, profitability and capital position. lis further influerted by the structure of
the banking marke namdy, the type of bank, théevel of competition, polies and
regulations that affect the behavior of banks and non-bank finamsatutions
(NBFIs). Second, macroeconomic poigs and performance can affect the confidence
of creditors and depositors of the bank, the value of bank assetsbithge @f the
borower's bankio sette their debts, as vlleas the value of the collateral supporting
this debt. Third, lhe response of polic for crisis situationscan affect the banking
system's ability to withstand an adverse shigant, 2011).

Many factors aféa the banking crisis, among other conditionscroeconomic
environment Demirglc-Kunt and Diagiache, 1998; Harg and Pazdasioglu, 1999;
Poghosyan and Cihak, 2008; Wortgak, 2010), thdundamental condition of banking
(Gonzdez- Hermosillo, 1997De Young et al., 1999, Tung et al., 2004eAa, 2008),
institutional (Komp, 2010; Wong et al., 2010), the effects of contagiaminsky and
Reinhat, 2000; Wong et al., 2010), and glofattors (Lestano, 2003; Zhugrand
Dowling, 2002). The explanation of eaclriadle is as follows:
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1. Macroemnomic Conditions

Systemic banking nessues associated with thenacroeconomic environment such as
low economic growth, high inflation and high raaterest rates. In addition, the balaac
of payments crisis werfound to be assoctad also with systemic bankinggblems,
as shown in resxch Demrguc-Kunt andetragiadie (1998, 2000, 2002, 2005).

To illustrate the adversenacroeconomic shocks ban& increase its share of problem
loans, the vaables used as reggsors the rate okd GDP growth,terms of trade and
red short-term interest rates. Shorterm realinterest rates are high also affect bank
bdance sheets worsei banks can not raisaeterest rates on ther loans quickly. Tl
real interest rate can also be considered as a proxy for financial libeaglon as Ghpis
(198) found that the liberakation praessis likely to generée a high real interest
rate. Fhandal liberalization may incease the fragility of the banking sector as the
probability inceasesfor excessve risk- taking. Pill andPradhan(199%) found that the
variables thatan explain the extertb which finangal liberalzation has progresses
the ratio of credito the private saor to GDP Demirgiic-Kunt and Dgagache, 2005).

Inflation can be used as an explaoy variable lecaiseit is likely to be assoctad

with higher nominalinterest rates and thertore may represent a proxy on thecro

economic mismanagement, which acety affeas the emnony and the banking
system through various channels. In addition, the o& depeaation is usedto test

the hypothesis that the banking crisis may be ttu¢he risk of exessve foreign

currency bothin the bankig system itself or mong borowers bank (Demngiic-Kunt

and Déragiache, 2005).

According to Calvo(19%; 2012), the ratio of M20 foreign exchange resees was a
good pedictor for the vulneability of a countrys balance of payments crseCalvo
and Mendosa (1996) resed that when M2 exceeds the value dbreign exchange
reseves, will give rise to negative shocks on the demé&mdmoney,so that thefixed
exchame rae systemis no longer possiblédomac and Peria (2003) adds that the ratio
of M2 to international reserves illustrating the vulnerability the bankig sector
to shoclk exchange rat crisis. For countries with faxed exchange ta systen, the
risk of bank runs even gger, because the baniseare concened about thecentral
bank does not @ enough restves to convet their depositanto foreign currency,
while for countries that embre a floathg systen, the panic customers will only have
an imp@d on exchagerate depedation.

Wong et & (2010) reveded that aneconomnmy with week economicfundamentés such

as ewmnomic growth slows, inflation and high real intdrerates, or the
competitivenas of international trade that worsened reinforce the emergence ®f th
initial shock thattriggereda systemic banking crisis. Likewise with high foreig
reseves (moneg/ supply to foreign reseryeindicae that theeoonomy will be

more vulneable to curency speculation (especiallpr countries with pgged
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exchangeaateg. The threat of a etengy crisis that led to a currency devaluation will
stimulate investors to aldate the asset portfolio of local assets (eg, locakrenay
deposits) into foeign assets, whicban cause systemic bank runs.

2. Internal Banking

Hardy and Pazbasioglu (199) reweded that the vaables relatedo the banking
sedor could be used as imttors of the banking crisis. Some of the talors used are
changes in bank deposit liabilities as acpetage of GDP, indicating a deposit runs
(massive withdrawal of deposits) and a loss of confideimcéhe bankig system, or
shrinking bank blance sleds for other easons. Fuhermawe, the gowth ratio of bank
credit to the private sectoto GDP rdlects the magnitude of the expansion of the
banking sector. Other inthtors, changes in the ratio of gréseeign debtto GDP ratio

of the banking systens used as aeasure of the banking system’'s dependence on
foreign capital to finance its operationsThese measurements can be used to
view vulnerabilityto a sudden withdrawal afpital inflows.

Hardy and Pazhasioglu (199) in his study found that the nable banking deposits
tend to starto dedine in real terms Here the banking crisis was annaed. Thisis
because theatline in confidene in the domestic banking system and te& amount

of deposits continuedo dedine during the crisis. This edline contributedto the
liquidity problemin the banking sector. Findin@grther their strong tendency to credit
to the private edor following the pattern of boom (explosion) and patterns of
bankrup before the crisis, with the continuougdine in the growth of credit during
the crisis. The vulnehdlity of the bankimg system on privategpital inflows (changan

the gross eternal debt of the bankgsedor relative to GDPalso contributed as an
indicator of the crisis.

Uchenna and Okelue (2012) debes the components of CAME(Capitd, Assets,
Management, Baings and Liquidity) as aspiscof the assessment of thedth of
banks. Capital adequacy is a kdgrgent in assessing the health of banks. Thenma
strengh lies in the bank'sapital base. Thegpital adequag index shows the bank's
ability to meet its obligations which are a form of confidefarebanksto continueto
run its busines. Bassel Commieein 1988 set therémework of capital adequacy of
8% of risk-weighted assets. The smaller the bank'statagpilequacy ratio shows
increasingly unableto meet their obligations so that the risk of failure increashe
composition of the assets will emine the amount of bankrpfits. The more risky
the assets owned by banks, the risk of failure inceedis@dditionto the composition
of assets, debt composition alplays an importat role in the ledth of the bank,
usually meassured from the ratio of shoterm depositgo total deposits. the higher the
ratio means that the risk of these banksfergd withdrawés of fundsin the shorterm.
Furthemore, the feasibilg and profitability ratioameasure the overall perforance of
the bank. This aspect shows the bankiitg to marage thefundsat risk and generat
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profit from investmentadivities. One ratio used is ROA (Return on Assets) whic
indicates the proportion of profits from the bank's assets. The hight@ indicaes
more efficient and effectie in the profitable asset allocation.

Poghosyan and’ihak (2008) argues that with early detection on banking distre
symptoms (financial distres) will reduce the costor remvery. Research Poghosyan
and Cihak (2008) usesa variable CAMELS (Capitd, Assets, Management, Earning
Ligiudity, Sensitvity) asan indcaor to predict banking distssand the results showed
that the CAMELS can be used as radictor of the condition of disess of a bank,
whereasn penggunaa Altman z-score the result was not as good as using CAMELS.

Results of resach Hardy and Pazdasiogu (1999) redated to variable banking edor
shows that deposit;n banks tend begato fall in real terms before the banking
crisis. This is because dteededining confidencen the domestic banking system, and
continuedto fall during the crisis. Periods of research used by yardl Pazarbasiag
(1999) ma contribute to the liquidity problemis the banking edor. There is also a
strorg tendencyto creditto the privde sedor with the valudags herto adopt a bust at
the beginning of the crisis with a furtheedine in the growth of credit during the
crisis. The stug also showed that the coefficient of iodbrs usedto cgpture the
vulnerability of the banking systeto privatecgpital inflows (change in grodereign
liabilities of the banking extor relative to GDP) is sometimessignificantly and
contributeto the predictive powe On the vaiablesize gives a signal as a hypothesis
that was buil, which is positive in the longer lg value, and negate in the period
apprading crisis.

Wong et & (2010) also uses thmternal bank as explanary variables. Consideration
proposed by Wog et al. (2010) are the results of Hardy and Pazarbdsid998,
1999), who foundthat the banking financiakgssue is aleading indcaor on theAsian
financial crisis. It is also driven by the empiricabuts of Rojas-Suare@2001l) who
found that the micro-level da is usdul for predicting the banking crisis.
Theaetically, even a bank default could pose aethrof systemic banking suffang
through a contagion effeéh the banking sector (Diamond andlig, 1983; Allen
and Gale, 2000b; Giegke and Webe 2006).

Other aguments by Wong etl.a(2010), most studies havéried to explore the
deeerminants of the banking crisis from &acroeconomic persgdive, which

emphasizes the use ofiacro dda. Based onthis persedive, banking distres is

assumed to come frommacroeconomic problems, such as low outpubvgh or the
money supply is exessve. Thisis contray to empiricd evidence g Rojas-Suarez
(2001) indicated that bankevel déda is also useful for edicting empiricdly banking

difficulties. Similar arguments we raised ly Demirgiic-Kunt and Dieagiade (2005),

with further explained that the utilization of balgel informationcan predict banking
distress wk as new deMepment in resach.
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3. Institutional

Demirgiic-Kunt and Deagiache (1998) explains that institutional factors are important
indicators in explaining banking distress. There #mee indicators to describe
the institutional factors that financial libetion, institutional quality, and deposit
insurance. The highédevel of finangal liberaization, would incresethe oppotunities
for bank risk becausk can increase the fragility of the bankingestor. On the other
hand, with good institutional quality, the s of banking regulation and supervision
bemme more effective so thahe possibility of a banking crisis will be lowe

Bystrom (20@) in his studyfound the quality of the stateogernment relde very
negativey associted with the market's assessment of the possible failure of the
banking sector. The &tence of deposit insurance were also signifigandgativey
associated vih the probaility of systemic collapse of banks, although it is restdcte
during the Asian crisis.

Hwang et & (200) explains that the deposit insurance sohes important thaimany
countries implemento prevent bank runs, control of the financialsts, and stabilie
the financial system. @ording Demirgic-Kunt and Kane(20®), in 1999 more
than 70 countries Kka established deposit insurance system which the
government provides a safety ndbr depositors. Laever{202) described two
advantagesf used deposit insura@system. First,a system of deposit insurance
scheme de rules regarding the scope, participants, and fundingooBd, the
existence othis systems not only to protect small depositors with roedt impad on
the government budge but alsoto protect theecnomny and societ of fluctuationsin
the mong market. One of the reasons whhe bank conditions t#nleadto contagion
effeds are a result of information asymmetiry the financialmarkets. Whee can
developinto sysematic risk, whichleads not only lossedor depositors but also to
recesgon for the economy.

Deposit insurance stem, in essene, creating afirewall to shield theeconomy from
the financial crisis.Many gvernments imposea deposit insurare system to
extend full coverage of deposits 1b @epositors to stalidle the banking syste.

Van Hoose (2007) found that thestitutional environmen and the easonalte
price of deposit insurands very impatant in reducing the moral hamh problem.
Demirguic-Kunt and Detragche (202) provide evidence that cross-country deposit
insurance increases the likelihood of a banking crisis in counwids week
institutional environment.

1351
Faculty of Economic Universitas Negeri Surabaya



The 15t International Conference on Economic Education and Entrepreneurship
2016

4. ContagionEffeda

Masson(1998) explains that the contagious effect or contagioeaeifan be gouped
into threecaegories, namely monsodreffeds, spillover, angump. Monsoonkeffed
is defined as changem theeconomy in developed coudss that triggered the @is in
developing countre The ecmnomic vulneability of devdoping countries dueo
eonomic pessures on terdenomsiadebt in foreign currency, the amount of
government debt, and problems in the bankimgter. Spillover @curs because of the
interdependenceraong developing countries, with the crisis exigmced by a countiy
macreecnomic fundamentés affect neighborig countries. Jump or pure contagion
refers to the crisis due to changesexpedations and are notleded to mameconomic
fundamentals.

Kaminsky and Reinhart (2000) and Goldstein et al. (2000) showedhtwgporate the
effeds of contagion (contagion eft) substantially improve the cauracy d
prediction of the banking difficultig as thecase of theMexican crisisin 1994 and the
Asian crisis of 1997 (Wong et al., 2010). Thetiwdly, the failure of a bank can be a
threat of a systemic bankjncrisis through contagion effecin the banking sector
(Diamond and Divig, 1983; Allen and Ga, 2000a, b;Gieseke and Webe 2006).
Contagion (contagion) The & can also be transmitted from non-keuangan
corporde sedor to the banking edor, given that both of them hava debtor-
creditor relationship (Blankteal.,, 2009). Wong teal. (2010) hypothesized that the
possibility of a bankig crisis in an ecmnomy increases with the onset of the crisis
elsawhere.

5. Global Fadors

Related Resach Global factors asrgdictors of crisis shown by Eichergn and
Arteta (2000) by utizing the growth ofvorld oil prices (WOP)US interest rate (USI),
and OECD GIP growth (ICY). The resul showed that Ih three variables were
not statistdly significant global fdors as explartary banking crisis. Research
Dermirguc-Kunt and Deagiache(2000) did not even find an explanatidor the
relationship beveen the fidors of global banking crisis. Global factors would oatk
a statisttdly significant valuewhen used as an explaogy variable of a cuency
crisis, as shown by Kaim et d. (2001) in particular onUS variable interest rate
(USI), and OECD GDP mpwth. Nevertheless, the results were sighificant of the
three explanatgrvariables on the curregperisis remains found as irgited bystudies
Edison (2003).

Lestano(20®) utilizing the US inflation rate, output gowth in the OECD, and the
terms of trade as a global incior to explain the banking isrs. The resultsshowed
that dl three explan#ory variables would hze no impad on the banking crisis. Zhuang
andDowling (2002) take advangg of theUS realinterest rate, ®P growth in the US,
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the world oil prices and the real exchange rate dollar against the yen as global
indicators. The results show that the globadtér can be used as the prinyavariable
(leading indcator) descriptors financial crisis in Asia.

CONCLUSION

The banking crisis édmomes a topic ointerest in recent yees in this world. Then the
banking edor needto be awae of severalissues relatedo the factes triggering the
bankimg crisis. Thee factors includemacroeconomic conditions, inteal banking,
institutional banking, contagion effts, and globakcnomi fadors. Based on th
above factas, it is for policy makes to create a set ofealy warning systemto
anticipate the beginning of a banking crisis the banking crisis otensigsnature.
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