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THE USE OF DEA TO ASSESS THE FINANCIAL
EFFICIENCY OF LARGE U.S. BANKS

John A. Haslem University of Maryland
Carl A. Scheraga Fairfield University
James P. Bedingfield University of Maryland

Data envelopment analysis (DEA) was used to analyze the input/output efficiency of large U.S. banks in 1987
and 1992. The former was the year that banks belatedly began to acknowledge financially the increasingly severe
problems from their loans to less-developed countries, especially in Latin America. For 1987 it was found that the
DEA identified efficient (“best practice™) banks were in fact financial “bad practice” banks. DEA efficient banks
were less profitable in all dimensions than the identified inefficient banks. Loans to foreign borrowers had become
such a pervasive output that they became identified as a positive, necessary component of input/output efficiency. By
1992, DEA identified “best practice” banks were financial “good practice” banks as well. DEA efficient banks were
then more profitable in all dimensions than the identified inefficient banks.

HOW MANY INTERNATIONAL FUNDS MAKE
A DIVERSIFIED PORTFOLIO?

Musa Essayyad University of Alaska Anchorage
Jeff Madura Florida Atlantic University
Donald M. Marx University of Alaska Anchorage

Previous academic research on international mutual funds (IMFs) has concentrated on measuring perfor-
mance of individual mutual funds in terms of their asset selection, timing, and diversification. None, however, have
addressed the superiority of cross-IMF diversification, and no research has focused on the optimal number of IMFs
in a diversified portfolio, or the marginal contributions to risk reduction of an additional IMF. Based on Solnik’s
(1974) methodology, this short paper has shown that further risk reduction is attainable through cross-IMF invest-
ing, and complete effective international diversification is achieved with an average of eight IMFs per portfolio.



STRATEGIC ALLIANCES: ECONOMIC AND
CULTURAL INFLUENCES

John W. Slocum, Jr. Southern Methodist University
David Lei Southern Methodist University
Robert A. Pitts Gettysburg College

i The role of strategic alliances in shaping a firm’s competitive advantage is examined. Economic and cultural
forces that influence the stability and learning potential of alliances are reviewed. A framework for integrating both
economic and cultural forces is suggested.

GERMAN UNIFICATION:
IMPLICATIONS FOR EUROPEAN UNION

G.D. Hancock University of Missouri-St. Louis

The German experience of unifying two dis-similar economies may provide invaluable insights to Europe as
it struggles with monetary union. The purpose of this paper is to examine the impact of German unification on
interest rates, inflation and the value of the DM in an effort to assess implications for European economic union.

The results of this study suggest that Germany achieved unification with relatively minor interruptions to its
international parity relationships and financial stability. In order for the European community to experience a like
transition. members would most likely need to provide for a cooperative, consistent monetary policy.






