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Abstract

Accompanied with the rapid progress of economic development, Taiwan
liberalized the financial policy after 1989, in which the privatization of the bank
industry began running. The number of banks in Taiwan increases rapidly and the
liberalized financial policy caused the profit decreasing violently. In order to solve
this problem, Taiwan government established financial holding companies and
expected to reform the financial environment. After affiliating WTO, many foreign
banks were established in Taiwan and contend for profit. Under radical changes of
financia market, the government expected that the financial holding company can
raise the performance. This paper discusses the issues about the performance of
domestic banks. Firstly, we construct the two stage model to estimate the efficiency
and investigate the relationship between factors and efficiency. In the first stage, we
estimate the efficiency by stochastic frontier analysis (SFA) and find out the factors
that will influence the efficiency. In the second stage, we use logistic regression model
to obtain the efficiency impact from the other factors. The study finds that the rate of
foreign fund, the capital scale and human scale of banks are the important factors to
affect the efficiency. These results find that the bank should increase the scale of
banks to raise the efficiency and the finding also can provide the government to make
the policy that may raise the performance of domestic banks.

Key words: stochastic frontier analysis, financial holding company, the rate of foreign
fund, bank performance, logistic regression
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