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Abstract.
The firm’s decision to become a public firm is very interesting to analyze and reveal its
performance. This study aims to reveal the firm’s performance in the short and medium
term after conducting an initial public offering (IPO). In addition, the choice of the IPO
strategy, that are share-only IPO (SIPO) or package IPO (PIPO) also affects the firm’s
performance. Annual reports of up to 3 years of 155 companies conducting IPOs from
2010 to 2016 are used to examine the short-term and medium-term impacts of the
IPO process. A very surprising result of this study is that IPO companies cannot show
better performance in the short and medium term after the IPO, including State-Owned
Enterprises (SOE), it gets worse if the company decides to use PIPO as a strategy
during the IPO.

Keywords: initial public offering, firm performance, share-only IPO, package IPO

1. Introduction

The capital structure theory framework consisting of retained earnings, debt, preferred
shares and ordinary shares always strives for the optimal funding combination of debt
and equities (Antill & R., 2019; Dhankar, 2019; Donaldson, 1961; Fama & French, 2002;
Hossain, 2021). Initial Public Offering (IPO) becomes the last alternative source when the
firm’s debt capacity has reached a condition if the addition of debt causes a decrease in
the firm’s performance and value as pecking order theory and trade off theory (Badru et
al., 2019; Myers, 1984, 2001; Myers & Majluf, 1984). In addition to improving the capital
structure, the firm’s goal of conducting an IPO is to improve the firm’s image, increase
the value of the firm and improve the ability to going concern (Hadi, 2013; Mun & Jang,
2019; Yazdani & Aris, 2015).

How & Howe (2001) introduced the terms shares-only IPO (SIPO) and package IPO
(PIPO) as strategies that acfirm the IPO process. SIPO is defined as usual IPO activities,
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that is, the firm only sells shares at the time of the IPO (Dhevi et al., 2019). Meanwhile,
PIPO is a firm’s strategy to attract more investors to buy by including warrants at the
time of the IPO (How & Howe, 2001). One of the reasons firms use PIPO is to reduce
potential agency costs associated with providing free cash flow to managers at the time
of the IPO (Schultz, 1993). In addition, warrants play the role of “sweeteners” to attract
more potential investors to buy shares (Garner & Marshall, 2005).

Regardless of the strategy used, the IPO process will provide benefits in the short-
term, medium-term, and long-term on the firm’s financial performance. In the short-term,
an IPO provides significant benefits for the firm on improving the capital structure (Ozen,
2016). In the long term, the firm will use the IPO proceeds starting from increasing work-
ing capital, expanding the market, to increasing investment in subsidiaries (Pastusiak
et al., 2016). However, there are also many studies that prove the decline in financial
performance in post-IPO ( Jain & Kini, 1994; Laokulrach, 2019; Loughran & Ritter, 1995;
Ritter, 1991; S. & Supriatna, 2019; Yusmaniarti et al., 2020).

There are several explanations for the decline in the firm’s performance in post-IPO.
First, the reduction in management ownership that occurs when a firm goes public is
likely to lead to agency problems ( Jensen & Meckling, 1976). As a result of conflicts
of interest between the initial owners and shareholders, the firm’s performance may
decline because managers have an incentive to use the proceeds from the IPO in the
project of maximizing self-interest. Second, the firm conducts an IPO to coincide with a
period of unusually good performance levels, which they know cannot be maintained
in the future ( Jain & Kini, 1994). Third, is window dressing which has become a common
practice of firms at the time of pre-IPO (Laokulrach, 2019). This will cause the pre-IPO
performance to become higher than in the post-IPO.

Therefore, the topic of financial performance before and after the IPO is still interesting
to discuss mainly related to the choice of strategies that acfirm the IPO process, which
is still very rarely researched, especially in developing countries. The results of previous
research that are still debatable, Cahyani & Suhadak (2017); Khatami et al. (2017) found a
significant difference in liquidity before and after the IPO, whereas with a larger sample
and a longer year, the result of Soesetio & Rudhiningtyas (2021) prove the opposite
result. Likewise with leverage performance, Cahyani & Suhadak (2017); Soesetio &
Rudhiningtyas (2021), contrary to the results of Khatami et al. (2017) which proves that
there is no significant difference in the mean value of leverage before and after the IPO.

Using a longer duration and a larger sample, this study aims to analyze the impact
of IPOs and their strategies on the firm’s performance over a short and medium-term
period chosen by both SOE and non-SOE firms so that it is expected to enrich and revise

DOI 10.18502/kss.v9i4.15056 Page 24



IRCEB

the previous findings and existing literature including equipping potential investors to
choose prospective issuers during the IPO moment. Thus, investors are avoided from
buying underperforming stocks in the future. In this article, part 2 reviews the literature.
section 3 describes the data and methodology. Part 4 presents the empirical results
and explains the empirical results and part 5 concludes the results of the study.

2. Literature Review

2.1. Signaling Theory

Signaling theory was proposed by Spence (1973), that describes behavior when two
parties (individuals or organizations) have access to different information (Connelly et
al., 2011). According to Brigham & Houston (2018) signaling theory is a management
behavior in providing clues for investors regarding management’s views on the firm’s
future prospects. Signaling theory puts forward about how a firm should give signals to
users of financial statements. This signal is in the form of information about what has
been done by the management to realize the wishes of the owner.

In signaling theory, it is stated that the firm’s reason for providing information is
because there is an asymmetry of information between managers and outside parties.
This is because managers know more information about the firm in the present as well
as in the future (Engko & Loupatty, 2019). Signaling theory basically deals with reducing
the asymmetry of information between two parties (Spence, 2002). For example, in the
IPO process, the firm as the signaling party distributes a prospectus that will be useful
for reducing information asymmetry with potential investors as signal recipients.

2.2. Package IPO (PIPO) & Shares-only IPO (SIPO)

Package IPO (PIPO) and shares-only IPO (SIPO) were first introduced by How & Howe
(2001). They explained that PIPO is a term given to firms that use inclusion (options or
warrants) at the time of the offer. Meanwhile, SIPO is defined as usual IPO activities,
which is a firm that only sells shares in its initial offering (Dhevi et al., 2019).

Schultz (1993) proposed some predictions of why the firm uses the PIPO strategy.
First, firms are more likely to use PIPO when their prospects are difficult to evaluate
based on existing information. Secondly, PIPO will be used where management has
only a small part of the firm, thus bearing the lower cost of making bad decisions.
Consistent with his predictions, he found that PIPO strategies are often issued by firms
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with a high level of potential information asymmetry. In addition, PIPO firms tend to
be smaller, younger, have fewer assets and income compared to firms that use SIPO
(Schultz, 1993; Yao, 2021). He also mentioned that PIPO firm underwriters also charge
higher underwriting fees.

How & Howe (2001) summarize some of the differences in the characteristics of IPO
firms using PIPO and SIPO strategies based on agency-cost hypothesis and signaling
hypothesis. They concluded that PIPO firms are younger, smaller, and riskier than SIPO
firms. In addition, firms tend to prefer PIPO if managers have a smaller proportion of
shareholdings post-IPO, which encourages them to choose to do poor investments
(How & Howe, 2001). Firms with lower levels of managerial ownership usually have
larger agency costs (McKnight & Weir, 2009; Singh & Davidson, 2003), and will tend to
choose PIPO (How & Howe, 2001). In addition, firms that use the PIPO strategy tend to
have greater information asymmetry than SIPO firms.

Barry et al. (1991) study the purpose of firms including warrants in initial offerings. They
found that IPO firms that included warrants were small, young, risky firms with a high
degree of information asymmetry. Firms with a higher level of information asymmetry
and included warrants will cause the total cost of IPO units to be higher than a regular
IPO.

2.3. Financial Performance

Regardless of what strategy is used, an IPO process can provide short-term, medium-
term, and long-term benefits to a firm’s financial performance. IPOs have great potential
in influencing the firm’s performance, one of which is financial performance because of
the potential for a relatively large amount of capital increase so that the firm’s financial
performance will be better than before the IPO. In the short term, an IPO provides
benefits to improved capital structure (Ozen, 2016). Towards the long term, the proceeds
from the IPO will be used to increase working capital, expand the market, and increase
investment in subsidiaries (Pastusiak et al., 2016).

According to Wirajunayasa & Putri (2017), Financial performance is the result of the
firm’s operations in a period that describes the condition of the firm’s financial health.
Analysis of financial performance can provide an overview of the financial condition of
the firm whether in good or bad condition (Rudianto, 2020). Munisi (2017) concluded that
financial performance improved after the firm conducted an IPO on Dares Salaam stock
exchange. Cahyani & Suhadak (2017); Husain & Dewi (2020); Khatami et al. (2017) found
that leverage decreased after conducting an IPO. Lee et al. (2019) prove that current
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ratio has increased, and leverage has decreased after airline firms conducted IPOs.
However, there are also many studies that prove the decline in financial performance
in post-IPO ( Jain & Kini, 1994; Laokulrach, 2019; Loughran & Ritter, 1995; Ritter, 1991).
Moreover, S. & Supriatna (2019); Yusmaniarti et al. (2020) found that the firm’s profitability
tends to decline after an IPO.

3. Data and Methodology

This study uses paired sample t-test, independent sample t-test, wilcoxon rank sum test
and wilcoxon signed rank test to see the firm’s financial performance before and after
conducting an IPO on firms using PIPO and SIPO strategies in the short and medium
term.

 

Figure 1: Research Framework.

3.1. Population and Sample

The research population is all firms that conducted IPOs on the Indonesia Stock
Exchange in 2010-2016 as many as 155 firms. Using purposive sampling, that is the
consideration of medium-term analysis, 3 years after the IPO and the availability of data,
data samples were obtained to be further analyzed with various different test tools as
many as 121 firms where 22 firms used the PIPO strategy and others 99 firms.
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3.2. Types and Data Sources

The secondary data used are the firm’s prospectus report issued when conducting the
initial offering of shares as well as the firm’s financial statements 1 and 3 years after the
IPO.

3.3. Variable Operationalization

1. Underpricing (UDP)

Underpricing means that investors who buy a new issue at the bid price and sell
it at the closing price on the first day can make a profit (Korsten, 2018). Simply
put, underpricing is the positive difference from the closing price at the beginning
of trading in the secondary market with the offering price. Following Thoriq et al.
(2018); Wirajunayasa & Putri (2017); Yuniarti & Syarifudin (2020), UDP calculated
using formulas:

𝑈𝐷𝑃 = 𝑐𝑙𝑜𝑠𝑖𝑛𝑔 𝑝𝑟𝑖𝑐𝑒 − 𝑜𝑓𝑓𝑒𝑟𝑖𝑛𝑔 𝑝𝑟𝑖𝑐𝑒
𝑜𝑓𝑓𝑒𝑟𝑖𝑛𝑔 𝑝𝑟𝑖𝑐𝑒

2. Return on Asset (ROA)

Return on asset (ROA) used to measure a firm’s ability to make a profit based on
the assets owned (Yuliarni et al., 2016). The higher the value of the ratio, the more
efficient the use of the firm’s assets. Following Thoriq et al. (2018); Wirajunayasa &
Putri (2017); Yuniarti & Syarifudin (2020), ROA calculated using formulas:

𝑅𝑂𝐴 = 𝐸𝑎𝑟𝑛𝑖𝑛𝑔 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥
𝑇 𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡

3. Current Ratio (CR)

Current ratio (CR) is a measuring tool for the firm in generating cash and its equiv-
alents, managing the firm’s working capital, including fulfilling commitments to
pay current liabilities for current assets owned ( Juliana & Sumani, 2019). Following
Hayati et al. (2021); Klova (2017); Soesetio & Andrian (2021), CR calculated using
formulas:

𝐶𝑅 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑦

4. Debt to Equity Ratio (DER)

Debt to equity ratio (DER) is a comparison between total debt and capital owned.
The higher the value of this ratio shows that the firm depends more on its oper-
ational activities on funds sourced from debt than the capital accumulated in the
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firm (Morina & Rahim, 2020). Following Morina & Rahim (2020); Thoriq et al. (2018);
Wiguna & Yadnyana (2015), DER calculated using formulas:

𝐷𝐸𝑅 = 𝑇𝑜𝑡𝑎𝑙 𝑑𝑒𝑏𝑡
𝑇 𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦

5. Total Asset Turnover (TAT)

Total asset turnover (TAT) according to Alarussi & Alhaderi (2018); Florenz (2012)
is an efficiency that shows how much a firm uses their assets to generate sales. A
higher ratio value indicates that the firm uses its assets more effectively to generate
revenue (Alarussi, 2021). Following Maulidya & Lautania (2016); Renitia et al. (2021);
Saputra & Sitinjak (2018), TAT calculated using formulas:

𝑇𝐴𝑇 = 𝑇 𝑜𝑡𝑎𝑙 𝑠𝑎𝑙𝑒𝑠
𝑇 𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡

6. Price to Book Value (PBV)

Price to book value (PBV) is the relationship between the share price and the book
value per share of shares (Sari & Jufrizen, 2019). According to signalling theory,
price to book value can show good news/positive signals to investors (Khairudin &
Wandita, 2017). The higher the PBV value indicates good firm performance (Bustani
et al., 2021). Following Bustani et al. (2021); Dewi & Suaryana (2013); Sari & Jufrizen
(2019), PBV calculated using formulas:

𝑃𝐵𝑉 = 𝑆𝑡𝑜𝑐𝑘 𝑚𝑎𝑟𝑘𝑒𝑡 𝑝𝑟𝑖𝑐𝑒
𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

4. Results and Discussion

Table 1: Different Test Underpricing.

Different test SIPO PIPO SOE Non-
SOE

SOE
SIPO

Non-
SOE
SIPO

Non-
SOE
PIPO

Paired t
test (t)

Rank sum
test (z)

Mean Mean Mean Mean Mean Mean Mean

SIPO vs PIPO 0.192 0.391 3.501*** 2.169**

SOE vs NSOE 0.158 0.234 0.913 0.641

SOE SIPO vs
NSOE SIPO

0.158 0.196 0.511 0.302

NSOE SIPO vs
NSOE PIPO

0.196 0.391 3.360*** 2.076**

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%. Note: NSOE = Non-State-
Owned Enterprises
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4.1. Underpricing of IPO Firms

Based on table 1, it can be concluded that with the use of all types of samples, SOE
and non-SOE, as well as samples of non-SOE companies, the UDP level in firms using
the PIPO strategy is significantly greater than SIPO. These results support agency-cost
hypothesis, when all other things become equal, PIPO firms will be more underpriced
than SIPO firms (How & Howe, 2001). Firms that use PIPO have greater uncertainty
about their prospects, leading to greater underpricing (Beatty & Ritter, 1986; Grinblatt &
Hwang, 1989; How & Howe, 2001). Characteristics of PIPO firms tend to be smaller, have
fewer revenues and assets, and are less likely to survive than SIPO firms (Schultz, 1993),
so the uncertainty about its profitability is getting higher. Therefore, the company will
offer initial shares accompanied by a warrant inclusion strategy that will provide an initial
price that is much lower than the company’s actual value so that the underpriced level
becomes higher. In addition to making investors more interested in buying shares during
the IPO, also as a form of compensation for the risk of stock and financial performance
borne by investors.

4.2. Firm Performance Pre-IPO and Post-IPO

In table 2, the results of the ratios of profitability (ROA), liquidity (CR), leverage (DER),
efficiency (TAT) and firm value (PBV) in this study show that there are significant dif-
ferences before and after the IPO in both the short and medium term. However, the
implementation of the IPO is not utilized by the firm to improve profitability, efficiency,
and value of the firm. ROA, TAT, and post-IPO PBVs in the short to medium term tend
to continue to decline. Window dressings that have become a common practice of
the firm at the time of pre-IPO (Laokulrach, 2019), become the first reason why ROA
and TAT decreased in post-IPO. This is proven in the period from three years to one
year pre-IPO, ROA and TAT have increased. However, in the post-IPO, which in fact
the firm gets additional capital from the sale of shares, it experienced a decline in
the firm’s performance, especially profitability and efficiency. The second reason is
that the additional capital from the IPO process is more focused by the firm to avoid or
overcome the financial distress experienced in pre-IPO by increasing current assets and
improving the capital structure, even though these results are still unable to improve the
firm’s profitability, efficiency, and value. It is proven that the firm’s liquidity and working
capital tend to increase and leverage decreases in post-IPO.
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Table 2: Different Test Pre-IPO and Post-IPO.

Variable Different test Mean Paired t test (t) Signed rank test
(z)

Pre Post

ROA 1 year before vs 1 year after 0.110 0.047 1.210 4.485***

ROA 1 year before vs 3 years after 0.110 0.020 1.704* 6.636***

ROA 3 years before vs 1 year after 0.071 0.047 1.965* 2.205**

ROA 3 years before vs 3 years
after

0.071 0.020 4.084*** 4.559***

CR 1 year before vs 1 year after 1.483 2.155 -3.911*** -4.889***

CR 1 year before vs 3 years after 1.483 1.947 -3.506*** -3.757***

CR 3 years before vs 1 year after 1.734 2.155 -1.391 -3.947***

CR 3 years before vs 3 years
after

1.734 1.947 -0.748 -3.099***

DER 1 year before vs 1 year after 2.430 1.601 4.379*** 6.060***

DER 1 year before vs 3 years after 2.430 2.039 1.493 4.080***

DER 3 years before vs 1 year after 3.712 1.601 3.560*** 5.839***

DER 3 years before vs 3 years
after

3.712 2.039 2.668*** 4.710***

TAT 1 year before vs 1 year after 0.731 0.524 3.997*** 4.917***

TAT 1 year before vs 3 years after 0.731 0.533 5.326*** 5.991***

TAT 3 years before vs 1 year after 0.702 0.524 3.786*** 3.579***

TAT 3 years before vs 3 years
after

0.702 0.533 2.853*** 4.656***

PBV 1 year before vs 1 year after 3.860 2.745 2.683*** 2.971***

PBV 1 year before vs 3 years after 3.860 2.045 4.025*** 3.667***

PBV 3 years before vs 1 year after 3.720 2.745 1.421 3.126***

PBV 3 years before vs 3 years
after

3.720 2.045 2.537** 3.826***

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

4.3. Firm Performance of SIPO and PIPO Firms

Based on the different tests in table 3, performance in SIPO and PIPO firms does not
always show a significant difference. However, SIPO firm has a better performance
than PIPO firm. In terms of profitability, current ratio, efficiency and firm value, SIPO
firm is better and more stable than PIPO firm. It can be concluded that PIPO’s firm’s
performance is worse than SIPO both before and after the IPO. How & Howe (2001)
concluded that PIPO firms are younger, smaller, and riskier than SIPO firms. PIPO firms
have greater agency fees than SIPO firms. In addition, firms that use the PIPO strategy
tend to have greater information asymmetry than SIPO firms. Schultz (1993) provides
evidence that PIPO firms are smaller, have fewer revenues and assets, and are less
likely to survive than SIPO firms.
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Table 3: Different Test SIPO and PIPO Firms.

Variable Different test Mean Independent t
test (t)

Rank sum test (z)

SIPO PIPO

BEFORE

ROA 3 years before 0.082 0.024 -1.930* -2.423**

ROA 1 year before 0.126 0.041 -0.602 -2.712***

CR 3 years before 1.426 3.121 2.568** -0.077

CR 1 year before 1.523 1.300 -0.760 -0.544

DER 3 years before 3.317 5.490 1.401 -1.210

DER 1 year before 2.742 1.025 -3.070*** -3.212***

TAT 3 years before 0.758 0.447 -1.771* -2.325**

TAT 1 year before 0.776 0.527 -1.119 -1.821*

PBV 3 years before 3.952 2.676 -0.771 -1.858*

PBV 1 year before 4.343 1.684 -2.366** -3.098***

AFTER

ROA 1 year after 0.049 0.036 -0.767 -1.744*

ROA 3 years after 0.026 -0.008 -2.094** -1.620

CR 1 year after 2.245 1.751 -0.950 0.007

CR 3 years after 2.027 1.587 -1.048 -0.464

DER 1 year after 1.659 1.336 -0.690 -1.478

DER 3 years after 2.182 1.394 -1.094 -1.462

TAT 1 year after 0.557 0.376 -1.368 -1.613

TAT 3 years after 0.571 0.364 -1.196 -2.154**

PBV 1 year after 2.804 2.479 -0.437 -0.376

PBV 3 years after 2.011 2.199 0.390 -0.141

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

4.4. Firm Performance Pre-IPO and Post-IPO on SIPO Firms

The results in table 4 tend to be the same as in table 2 because the SIPO firm sample
has met 82% of the entire sample. The results of profitability ratios (ROA), liquidity
(CR), leverage (DER), efficiency (TAT) and firm value (PBV) show significant differences
before and after the IPO in SIPO firms in both the short and medium term. However, the
additional funds through the IPO are used by the firm only to pay off debts or increase
current assets as an effort to increase working capital. However, these additions were
not able to improve the firm’s performance in terms of profitability, efficiency, and short-
and medium-term markets with post-IPO ROA, TAT and PBV indicators.
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Table 4: Different Test Pre-IPO and Post-IPO on SIPO Firms.

Variable Different test Mean Paired t test
(t)

Signed rank test
(z)

Before After

ROA 1 year before vs 1 year
after

0.126 0.049 1.190 4.255***

ROA 1 year before vs 3 years
after

0.126 0.026 1.536 5.866***

ROA 3 years before vs 1 year
after

0.082 0.049 2.192** 2.656***

ROA 3 years before vs 3 years
after

0.082 0.026 3.780*** 4.267***

CR 1 year before vs 1 year
after

1.523 2.245 -3.479*** -4.162***

CR 1 year before vs 3 years
after

1.523 2.027 -3.251*** -3.499***

CR 3 years before vs 1 year
after

1.426 2.245 -3.863*** -4.131***

CR 3 years before vs 3 years
after

1.426 2.027 -3.225*** -3.426***

DER 1 year before vs 1 year
after

2.747 1.659 5.669*** 6.183***

DER 1 year before vs 3 years
after

2.747 2.182 1.827* 4.272***

DER 3 years before vs 1 year
after

3.317 1.659 3.315*** 5.337***

DER 3 years before vs 3 years
after

3.317 2.182 2.043** 4.201***

TAT 1 year before vs 1 year
after

0.776 0.557 3.666*** 4.937***

TAT 1 year before vs 3 years
after

0.776 0.571 4.855*** 5.501***

TAT 3 years before vs 1 year
after

0.758 0.557 3.668*** 3.656***

TAT 3 years before vs 3 years
after

0.758 0.571 2.630*** 4.483***

PBV 1 year before vs 1 year
after

4.343 2.804 3.195*** 3.888***

PBV 1 year before vs 3 years
after

4.343 2.011 4.500*** 4.265***

PBV 3 years before vs 1 year
after

3.952 2.804 1.407 3.396***

PBV 3 years before vs 3 years
after

3.952 2.011 2.485** 3.953***

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%
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Table 5: Different Test Pre-IPO and Post-IPO on PIPO Firms.

Variable Different test Mean Paired t test
(t)

Signed rank test
(z)

Before After

ROA 1 year before vs 1 year
after

0.042 0.036 0.646 1.559

ROA 1 year before vs 3 years
after

0.042 0.002 3.509*** 3.363***

ROA 3 years before vs 1 year
after

0.021 0.036 -0.996 -0.828

ROA 3 years before vs 3 years
after

0.021 0.002 1.451 1.266

CR 1 year before vs 1 year
after

1.301 1.751 -2.991*** -2.711***

CR 1 year before vs 3 years
after

1.301 1.586 -1.345 -1.412

CR 3 years before vs 1 year
after

3.611 1.751 1.371 -0.049

CR 3 years before vs 3 years
after

3.611 1.586 1.595 0.666

DER 1 year before vs 1 year
after

1.016 1.290 -0.565 1.412

DER 1 year before vs 3 years
after

1.016 11.067 -1.043 -0.568

DER 3 years before vs 1 year
after

3.424 1.290 1.695 2.127**

DER 3 years before vs 3 years
after

3.424 11.067 -0.778 1.380

TAT 1 year before vs 1 year
after

0.527 0.376 1.604 1.088

TAT 1 year before vs 3 years
after

0.527 0.364 2.171** 2.419**

TAT 3 years before vs 1 year
after

0.447 0.376 0.979 0.568

TAT 3 years before vs 3 years
after

0.447 0.364 1.723* 1.055

PBV 1 year before vs 1 year
after

1.684 2.343 -1.157 -1.282

PBV 1 year before vs 3 years
after

1.684 2.199 -0.784 -0.503

PBV 3 years before vs 1 year
after

2.676 2.343 0.388 0.146

PBV 3 years before vs 3 years
after

2.676 2.199 0.533 0.390

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%
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4.5. Firm Performance Pre-IPO and Post-IPO on PIPO Firms

Table 5 shows that in PIPO firms, the firm’s performance before and after the IPO tends
not to have a significant difference. However, the firm’s performance in the short and
medium term shows a downward trend after conducting an IPO. Based on table 5, PIPO
firms tend to use more IPO proceeds to maintain the proportion of short-term debt to
liquid asset before the IPO andmeet working capital needs. It is proven, the performance
of liquidity and working capital has increased, but the increase was not able to improve
the firm’s performance from the point of view of profitability and efficiency but on the
contrary, it was even significantly worse before the IPO. In the third year of the post-IPO
leverage even had an average value of 11,067. This also proves that firms that use the
PIPO strategy have a greater risk than SIPO so that the embedding of warrants during
the IPO is a form of compensation for the risks that must be borne by investors. This
result at the same time supports the argument of the How & Howe (2001) which states
that PIPO firms are riskier than SIPO firms.

4.6. Firm Performance Pre-IPO and Post-IPO on State-Owned
Enterprises

From a corporate ownership standpoint, state-owned firms are generally competitive
industry market leaders (Hatmanto, 2012). Public trust is higher in state-owned firms
so the names of government firms are a guarantee that investors’ investments will be
maintained. However, the attributes of state-owned firms cannot be a guarantee that the
firm’s performance will get better after the IPO. Referring to table 6, a firm’s performance
before and after an IPO at state-owned firms is less likely to show a significant difference
in the firm’s performance. However, profitability, efficiency and firm value performance
experienced a decline in post-IPO. Based on table 6, it also shows that additional capital
from the IPO process tends to be used more by firms to overcome financial distress
by increasing current assets and improving capital structure, even though this method
is not able to improve the firm’s profitability, efficiency, and value. It is proven that the
firm’s liquidity tends to increase and leverage decreases in post-IPO.

4.7. Firm Performance Pre-IPO and Post-IPO on Non-State-Owned
Enterprises

In non-state-owned firms, profitability (ROA), liquidity (CR), leverage (DER), efficiency
(TAT) and firm value (PBV) showed significant differences before and after the IPO in
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Table 6: Different Test Pre-IPO and Post-IPO on State-Owned Firms.

Variable Different test Mean Paired t test
(t)

Signed rank test (z)

Before After

ROA 1 year before vs 1 year
after

0.069 0.047 1.551 1.480

ROA 1 year before vs 3 years
after

0.069 0.029 2.050* 2.599***

ROA 3 years before vs 1 year
after

0.024 0.047 -0.330 -0.153

ROA 3 years before vs 3 years
after

0.024 0.029 -0.072 0.561

CR 1 year before vs 1 year
after

1.404 2.511 -1.231 -2.191**

CR 1 year before vs 3 years
after

1.404 1.584 -0.995 -0.663

CR 3 years before vs 1 year
after

2.436 2.511 -0.079 -0.612

CR 3 years before vs 3 years
after

2.436 1.584 1.472 1.784*

DER 1 year before vs 1 year
after

4.122 2.647 3.240** 2.497**

DER 1 year before vs 3 years
after

4.122 2.996 2.285** 2.090**

DER 3 years before vs 1 year
after

3.474 2.647 1.138 1.376

DER 3 years before vs 3 years
after

3.474 2.996 0.610 0.968

TAT 1 year before vs 1 year
after

0.799 0.532 2.724** 2.395**

TAT 1 year before vs 3 years
after

0.799 0.547 2.944** 2.803***

TAT 3 years before vs 1 year
after

0.962 0.532 1.556 1.376

TAT 3 years before vs 3 years
after

0.962 0.547 1.615 1.580

PBV 1 year before vs 1 year
after

3.694 1.847 1.847* 1.784*

PBV 1 year before vs 3 years
after

3.694 1.619 1.873* 1.988**

PBV 3 years before vs 1 year
after

2.894 1.847 0.702 -0.255

PBV 3 years before vs 3 years
after

2.894 1.619 0.861 0.153

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

both the short and medium term. Consistent with previous results, there were significant
differences in the firm’s performance before and after the IPO in all samples. The
proceeds from the IPO are not used by firms to improve profitability, efficiency, and
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Table 7: Different Test Pre-IPO and Post-IPO on Non-State-Owned Firms.

Variable Different test Mean Paired t test (t) Signed rank test (z)

Before After

ROA 1 year before vs 1 year
after

0.114 0.046 1.176 4.234***

ROA 1 year before vs 3 years
after

0.114 0.019 1.643 6.282***

ROA 3 years before vs 1 year
after

0.076 0.046 2.382** 2.291**

ROA 3 years before vs 3 years
after

0.076 0.019 4.705*** 4.577***

CR 1 year before vs 1 year
after

1.490 2.123 -3.717*** -4.508***

CR 1 year before vs 3 years
after

1.490 1.980 -3.418*** -3.668***

CR 3 years before vs 1 year
after

1.671 2.123 -1.414 -4.001***

CR 3 years before vs 3 years
after

1.671 1.980 -1.015 -3.678***

DER 1 year before vs 1 year
after

2.277 1.506 3.820*** 5.506***

DER 1 year before vs 3 years
after

2.277 1.953 1.153 3.616***

DER 3 years before vs 1 year
after

3.734 1.506 3.466*** 5.714***

DER 3 years before vs 3 years
after

3.734 1.953 2.620*** 4.659***

TAT 1 year before vs 1 year
after

0.725 0.523 3.612*** 4.397***

TAT 1 year before vs 3 years
after

0.725 0.532 4.848*** 5.398***

TAT 3 years before vs 1 year
after

0.678 0.523 3.465*** 3.334***

TAT 3 years before vs 3 years
after

0.678 0.532 2.436** 4.312***

PBV 1 year before vs 1 year
after

3.875 2.826 2.360** 2.586***

PBV 1 year before vs 3 years
after

3.875 2.083 3.714*** 3.257***

PBV 3 years before vs 1 year
after

3.794 2.826 1.314 3.163***

PBV 3 years before vs 3 years
after

3.794 2.083 2.415** 3.885***

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

firm value, but are mostly used to increase current assets and pay off short-term debt
and long-term debt. It is evident that the firm’s liquidity tends to increase and leverage
decreases in post-IPO. Meanwhile, ROA, TAT and PBV tend to continue to decline in
post-IPO.
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Table 8: Different Test PIPO and SIPO Firms on Non-State-Owned Firms.

Variable Different test Mean Independent t
test (t)

Rank sum test (z)

SIPO PIPO

BEFORE

ROA 3 years before 0.088 0.024 -2.383** -2.560**

ROA 1 year before 0.132 0.041 -0.614 -2.652***

CR 3 years before 1.313 3.121 2.701*** 0.063

CR 1 year before 1.537 1.300 -0.781 -0.525

DER 3 years before 3.300 5.490 1.352 -1.191

DER 1 year before 2.587 1.025 -2.887*** -2.966***

TAT 3 years before 0.735 0.447 -1.656 -2.330**

TAT 1 year before 0.774 0.527 -1.061 -1.709*

PBV 3 years before 4.070 2.676 -0.811 -2.119**

PBV 1 year before 4.416 1.684 -2.348** -3.063***

AFTER

ROA 1 year after 0.049 0.036 -0.742 -1.539

ROA 3 years after 0.026 -0.008 -1.990** -1.517

CR 1 year after 2.215 1.751 -0.953 -0.052

CR 3 years after 2.077 1.587 -1.134 -0.577

DER 1 year after 1.548 1.336 -0.466 -1.235

DER 3 years after 2.091 1.394 -0.956 -1.254

TAT 1 year after 0.559 0.376 -1.349 -1.535

TAT 3 years after 0.574 0.364 -1.159 -2.060**

PBV 1 year after 2.911 2.479 -0.556 -0.481

PBV 3 years after 2.055 2.199 0.285 -0.089

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

4.8. Firm Performance SIPO and PIPO on Non-State-Owned Enter-
prises

Based on the different tests in table 8, performance differences in SIPO and PIPO
firms tend not to always show significant differences. However, SIPO firm has a better
performance than PIPO firm. In terms of profitability, current ratio, efficiency, and firm
value, SIPO firm is better and more stable than PIPO firm. Consistent with previous
results, PIPO’s firm performance tends to be worse than various aspects of the firm’s
performance compared to SIPO both before and after the IPO on all samples. How
& Howe (2001) concluded that PIPO firms are younger, smaller, and riskier than SIPO
firms. PIPO firms have greater agency costs than SIPO firms. In addition, firms that use
the PIPO strategy tend to have greater information asymmetry than SIPO firms. Schultz
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(1993) provides evidence that PIPO firms are smaller, have fewer revenues and assets,
and are less likely to survive than SIPO firms.

Table 9: Different Test SIPO Firms on State-Owned Firms & Non-State-Owned Firms.

Variable Different test Mean Independent t
test (t)

Rank sum test (z)

SOE NSOE

BEFORE

ROA 3 years before 0.024 0.088 1.419 0.437

ROA 1 year before 0.069 0.132 0.290 0.592

CR 3 years before 2.436 1.313 -2.844*** -1.469

CR 1 year before 1.404 1.537 0.306 0.006

DER 3 years before 3.474 3.300 -0.101 -0.151

DER 1 year before 3.792 2.629 -1.358 -1.510

TAT 3 years before 0.962 0.735 -0.885 -0.592

TAT 1 year before 0.799 0.774 -0.076 -1.161

PBV 3 years before 2.894 4.070 0.464 1.655*

PBV 1 year before 3.694 4.416 0.417 -0.174

AFTER

ROA 1 year after 0.047 0.049 0.084 -0.070

ROA 3 years after 0.029 0.026 -0.154 -0.244

CR 1 year after 2.511 2.215 -0.371 -0.058

CR 3 years after 1.584 2.077 0.783 1.033

DER 1 year after 2.447 1.548 -1.411 -1.208

DER 3 years after 2.996 2.091 -0.829 -1.579

TAT 1 year after 0.532 0.559 0.141 -0.255

TAT 3 years after 0.547 0.574 0.102 -0.935

PBV 1 year after 1.847 2.911 0.961 0.656

PBV 3 years after 1.619 2.055 0.655 -0.105

Source: data processed (2022). *, **, *** significant at 10%, 5%, 1%

4.9. Firm Performance of SIPO Firms on State-Owned Firms & Non-
State-Owned Firms

Based on the different tests in table 9, the performance of SIPO companies in state-
owned firms (SOEs) and non-state-owned firms (NSOEs) is less likely to show significant
differences. However, NSOE companies perform better than SOE companies. In terms
of profitability, current ratio, leverage, and firm value, NSOE companies are better and
more stable than SOE companies. It can be concluded that the performance of SOE
companies is worse than NSOE both before and after the IPO.
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5. Conclusion

Overall, the IPO event carried out by SOE and non-SOE is only an effort to improve liq-
uidity conditions, working capital, and poor capital structure before the implementation
of the IPO. However, these improvement efforts were not able to change for the better
and improve the efficiency and value of the firm during the short and medium term after
the IPO. The greater decrease in the value of DER compared to the increase in the
value of the firm’s CR also shows and requires the firm to use more of the IPO proceeds
to improve the capital structure to return to normal debt capacity and reallocate funding
sources in the form of debt to finance the firm’s operations. Furthermore, the selection
of SIPO strategy by the firm during the IPO shows that the firm’s characteristics are large,
mature, minimally risky, there is a decrease in DER and a significant increase in CR in
the short and medium term after the IPO event. This further confirms the firm’s selection
of PIPO strategy during the IPO shows the firm is very risky and full of uncertainty in the
future as it requires more additional funds just to escape the worsening financial distress
before the IPO instead of increasing the firm’s profitability, efficiency, and value. Thus,
potential investors should avoid buying shares of companies using the PIPO strategy.
However, if they still choose IPO shares it, they really need to ask for lower IPO and
right issue bid price requirements to avoid worse losses in the long term and obtain
even higher underpricing in the short term.

This study is still very limited in time duration and analytical tools to provide strong
conclusions, so that researchers can then add time, variables, and other combinations
of comparisons between industry sectors, corporate actions such as rights issues and
dividend distributions.
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