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Abstract

The objective of this study is to examine the effects of banking de-regulation
on economies of scale for Taiwan banking industry. We first examine the
differences in economies of scale for old banks between pre-and post-deregulation
periods. We then examine the differences in economies of scale between old and
new banks during the post-deregulation period.

The data set consists of 23 old banks and 17 new banks for the period from
1987 to 1994. The pre-deregulation period includes 1987 to 1991 and the post-
deregulation period includes 1992 to 1994,

We employ the translog cost model to estimate cost elasticity. The empirical
resufts show that cost elasticities of old banks during post deregulation period are
smaller than those during pre-deregulation period. The resulis suggest that
deregulation has positive effects on old banks’ operating efficiency. The results
also show that cost elasticities of old banks are smaller than those of new banks
during post-deregulation period. The results of this study provide strong evidence
that indicate new banks entrance following banking deregulation benefits Taiwan
banking industry in general. -

Keywords: economies of scale, operating efficiency, cost elasticity,
banking regulation, economic regulation.
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AR LIRT - A+ BRI - TRERT H Bk
( Banking Deregulation ) Fy— BB « FRFTHINE A WMERTEE
WA LR TE B RRFREONE -

IR BRSNS REE S RPEHRTIE A B R R
BIREDING - SR - KRB N BT R TA
%) SR EREEDEERREREENYE - FEETEFhs
BRI - EAT R LR LR - U R DR A
T - FATIINES EEMA - HRBRHRT T T R SR
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RSCEE AR R T O - SRS R TR B - K
HEEHRETIII, - BRTCAMERETENNE | BE—SIET
PR  FERTEREE ERTEMER  CERUBIEAHT ( Sensitivity
Analysis ) 8+ FERAER (nputs ) RENEIRERNPE -

B\~ SCRRIIE

—~ SRATEEM B BB A

M A ( Inputs ) REMH ( Outputs ) BEFMERENE—F « AR3EM
118 ( Intermediation Approach ) REMRITHEZ EHREA - (PN EEEITRE
B RNELS - I MEGST R SRS N84S - Rt EEE
Ig SR AT ANFEER ( Loans ) R ( Investments ) JREBEHEE ( Outputs )

THET « BAREM - MENRBEAEE (puts ) SREFHARFEE

B E AR ( Costs ) = Alhadeff ( 1954 ) BERMEERGUT E BB ERE
B » PR D R B SR 4 HIA FE ( Bamning Assets ) {EERITRIEEH ;
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and Marshall ( 1984 ) LIFK (EIEEEIERETHER) IR (BETH
EERGR ~ TR HIE R Mlk P I AT IIR F a4 -
FRIBFTHIYIEEH, « Gilligan and Smirlock ( 1984 ) §HBITEHESR I ¢
—BRaEEN (REGEHERRCHER) @ B—EhEEER (BERE
G - DS R RERRELEFEENES MR AREIZREWE S
RABEHUFERR—E - NBERERESIE - BT ESKE R -

FEMEIRTHELR - DEFREIRTESTEN ( Multiproducts ) #9%F

T o MEEWER - SHRTRIFENELEE REATE B EMA TR -
WHREEER ZER LM EMEH R - BT FERGTER R KRR
BHACER  FEERELEERRERBEEFTHER - B2 Kim
( 1986 ) WEREHZEGER - D LB AGERITHEL - SHEEEE
RELMRR (Biss )’ [k - BREEHRER FMTTHE A ESHTE
HEBESER (Y1) REESE (Y2) RAEERES - 85 - 5[

(X1) RAMEER (X2} -
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TEIEARERE . K2 AR 1| RREFHENSE £/ | REEHRE
" o

BisFE—NEOFRFM - FEERNSMBEHERE Z I - g

? Benston ~ Hanweck and Humphrey (1982 ) #RF Divisia Index {8728 FHIEEH «

TKim ( 1986 ) WEEMRRE  BETEHSHASEREZ-EELEAR > &
AEFEREE RN EREL RS HRN BTG ERR -

BRSERSANT  s= 2505 H C BIE (Coxt) » QBB (Ouput) -

—REERELR  RETHER R ESLBE R RN ENEEFRET
HEH | WEREE - EF - BIFEE - SHERREE TR BRITHER
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(D) —f% (AR EFIE L
(2) R BIAL AT, ( Translog Cost Model )

(3) Box-Cox Transformation
(—) — ML R =
NOFRZATATRAZ T 5 - KSR BRI - 520 - 125588
BUSRITRAR RN JE S50 HO Alhadeff (1954 ) SRFIFRIESHT ( Tabular
Analysis ) » DTSR MURERITZ B BEBRAIRAZ AN - DSISR

LEAHEEY - KANIE  KSLURMTIVE £ R A M H R (B FE
BT BRLCEERRMC AN - HIBTE TR EHIEEE -

MEEEREEER  LERRERAETHE  ITEENETE |
( Duality Theorem ) 8 HAHHE TR AL, - RILHRE B E L SHEEHNE
0 (UETSRIT R AR - BEHRIT AR - EEEE SIS
REREHENEERE  BEHEREN4EERSEE Cobb-Douglas Production
Function ( CDPF } - CDPF BOBEZEH - FEUHE  BUERIRHIES - 4
me BREEEER 1 TEERARSELIER - BEEE U 2Ry
PERAR - RITENEETHRESAR—KME » CDPF BEHAHT
RCEERY R SREMEE - Al > ERE @4 Ew » 8% -
FotEEH  MRALXEFSRITSTELNEE BT F28 W
HEE - '

* A B R I T
a AR A REG K EWFE A ( Nonnegative Function ) - i
ERABRZEBEERESANRENRERN 4 ERAINEANHENE - :
bR AR A B R ERAYFERIRES ( Nondecreasing Function ) a2 » ZHy
ANEEEE LA MEERRESAGHD -
cHARER N A ERERN TR - S "“’Tﬁk?fﬁ*ﬁiﬂ' t {5 R4
BERAIRG EF ¢ {5 -
d AR ABFERWMNIEES ( Concave ) BEr  ERAEZERSE
BB REEREEEREAFHE  SFHEEREIER A A B R
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(=) A S BN ARSI ( Translog Cost Model )

S B AR, ( Translog Cost Model ) ZH Christensen -
Jorgensonand Lau (1973 ) AFS5fReLARAT3H R - BB BAA B
RIREIEED » XEE ZBIBER R EEER - REAOFERLR -
EESHRITERERBH R - Ko BRSSP R E B RET
= Gl40 Benston -~ Hanweck and Humphrey ( 1982 ) - Murray and White

( 1983 ) - Gilligan and Smirlock ( 1984 ) » Kim ( 1986 ) - K Mester
(1986 ) & -

(=) Box-Cox a8 ( Box-Cox Transformation )

Caves - Christensen and Tretheway ( 1980 WeH B T &% LAFER
—{EEAEN % T E R AEE ( Multiproducts Cost Function ) [EZmiE =
TR

(Y BAZRERBRIEER -
Q) HERIBEBE THEAZ -
GYRFFEHBE -
A B A, ( Translog Cost Model ) BERZHr BAEKEIF /1
i (HEEEIRE DIrHkES - SR HE R AREAREATREE K - HiEE
BEEHEENER it Box-Cox {##iE S ( Box-Cox Transformation ) {8
0 FE R L DB E KB RWEY - BTN EEE L
¥R Box-Cox EMIBREIILEE LBIRRZE » B0 Clark ( 1984 ) - Kilbride -
McDonald and Miller ( 1986 ) - 5z Lawrence ( 1989 ) % -
N OEMRUBERSSZRNHEREMFNEERAA R ERIIR
1 - % | BI85 REHAEN R - SITERTEEHERE  tRER
B —BriErEw -
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Benﬁfl?gpli?;"("f;lg‘;“d Translog Cost Model AN IR
Berger, Hanweck, and Transtog Cost Model F AT E R TR

Humphery (1987 }

#% Box-Cox Transformation

lark -Cox ti
Clark (1984} Box-Cox Transformation Cobb-Dougles Cost Funcion

Glllﬁzl;lillr]n(r:gcslz,)and Translog Cost Model AMRITHIRERE
Lawrence (1989) BOX'COX_ $E#E Box-Cox Transformation
Transformation
Kim (1986) Translog Cost Model B e R
Mester (1986) Translog Cost Model TR
Murray and White (1983) Translog Cost Mode] R
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EBIRETOZENESRERERE SR - THC (R 84 4) i
1980 FERES » BEHE AR HEEZE ( Economies of Scope ) 2 H#
fA5e » SERBIHLIEATEIEEE 247 ( Seemingly Unrelated Regression ) {53}
B B AR R MR E SRR A2, TREHERE -

SRMRERT (R7545) WERBERSIE 2 BIERE LSRR
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+EEMECENRTREER . DREATERSRE - EARAELRR
BULBERATRR A E SR TR RO E - AE— S RN+ —EZ/
ZEM FERTRESEZER - 2HRGEDRETERREEFIR SR
( Pooled Data ) {EEFEALE] -

McAllister and McManus { 1993 ) #5HA#R ARS8 i A=, ( Translog
Cost Model ) B » BRFRFHENER » THEER KA - ARFEAR
B UE ( Local Approximation ) - RS#HERTERERERELES
LEERANESE  WEEFAS G ERITENRTREN (cHeiEEA+
F/l) BRERE (NT—EENTZFEH) ZRAEE  BEBESHFRT (A
T FENTZEM ) ZRAHEE - -

KT TESEHTRTLARERHFHRN ToamgEE
EHMETR, o RYBEHIEMEAHEN TERRERIEER, - T2R
BHEHEE, - FRIEES%SEMPURHIRR S LA HiRgE s - #
BT AEFHARDEFHANEEN AR RITEEEY -

MREBFEAYAS - BTRRAMGI2EEZINE - 2FREREL
RAZEERAC ANER (X1) REE (X2) - THED B (Y1) &
BE (Y2) - EBYIERMT -

Y1= K - BEMERENEEH

V2= %% BERAES (MMERBES) REMRE (LAFE LHE

% SRES - ERRERHEM)

CFEFAELT  FEEBHARTESGEINEFRES - EEK - FTRUTS
AWSEHIE - PREEERTRERRITABENT—FRATZ5KH 2R
HedE (24 ) 9T AT R RTIRHRT - R EEERT R —FEE
THIATHE -

— 646 —




-l

U E R

= NIER  BEER  MEREERR
X2= #&  BEMEERREARRELNNERE
= ADEIRER - LIRS  MEREESRRATAR -
= HeHER: Liﬁﬁﬁfa*s’}\wﬁ)\mﬁﬁ?‘@cﬂ’]ﬂ‘glﬂzzliﬁ*u%ﬁéﬁmﬁﬁﬁ

o HREEA

ANATERATIL » BN ERAEEL ( Translog Cost Model ) 2 HATHITIRTT
EPEREREREERN - —RERTEB RS BEAEZAT -

InC= au+2aln}’+z,ﬁ‘ InP+— ZZo'klnY]nY,,

=1 k=1

+= ZZy,,,lnP lnP,,+ZZcS' InY,In P, (1)

flh] i=l j=1

ste 2 B=1, 2. B;=0, D yu=0

o |
= MERLA

Y= g

Pj= RNEABERER -

= (1) ZREMEGE= - RARFRER ( Inputs Prices ) B—KEX ;
ELRBABERERLFERS: REANBRRAZRRIBHMEKE ( Concave

CinPj) o RENS T ariEE e 28 ( Cross Product ltems ) EBE - il

B RN LK CDPF « R » BB R AR — R roiE - kb
CDPF EEETM - B I HERE _MTEECBHETENSE » AITHE
CDPF EHEASFEEHME - #738 Gilligan and Smirlock ( 1984 ) ZE:E

PRSI » —IERERC SREREANT | HIGESREREHN COPF

WAHEE

THE  ANEREREZAASEAGDAT ABLEEY - £ SR EEERA
FEETEAREERR - HRERMNERERE RS - TR EER A MR AR
{EEIAIRY S - FDAZERTE A D HIEER R EE S ENEE - AREMIGEENREE S
HHELEE - BERTERAE RS 0 BTEREEMR -
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DB B B R AR e B AETH B URE » AR Shephard’s Lemma #H
RERFES ( Cost Share Equations ) {EBFILEET - DUGTIEETRAEE - HAARE
TIERIRIGIMSEEE > MENERE  RAERFERNREENARAR
FrELRBIR RT3 - RAERFEXTFIRET

é’lnP C o”P C

EH N BERAR  BTRE N BEAERHES  BERFERHER
ZBER—  HILLAMR K DRERER - HBHMEM ( Variance-
Covariance Matrix ) BT ELERE ( Singulqr Matrix } o BHNHEFE—ERRL
AEZEUE T EEMHBE - BLEST AN TES Zellners ST
AR EEF: ( Iterative Seemingly Unrelated Regression (ISUR)) -

HIERR I+ EREERA R A/ - DR E R AR R - R
BT LA 8T

5=Z[j:2§) = Zai +ZZG‘M. In¥, +ZZ¢5}j P (3)

& CERHEINS 1 FORHIERE © KR | orBiEA Sl FR 1 &R
[E] FE AR AT -

WIRTETET L - EEEHEENER BN ARETEE - T
A Box-Cox SR T ( Box-Cox Transformation ) #IF :

r* -1
B e ey

YWP =iy g1 mpHE . “

EREB SR AR P ELIEE DL Box-Cox BKHNAE B
— G B TR U AR 2 ( Generalized Translog Multiproducts Cost
Function ) » #0F : ‘

1
InC=cg+ 2 ot + 3 fink+- > > o EY

DRI AYES W WA S )
MR A ERBAMR (5) FER (1) - BRETR AT RS
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B (MEFSERRESR) ¥ ARE  FIUAGEEHSFOME - Bk &
SRR R AR (1) o UBIZAe GRS 2 B (2) K
RS - DURRTIRIT R IRAEH -

B EERRAS

—  BIEGRAT 2 AR R

FERTRAFUSHM R AR (&) AR FHRFR2 83 -
%2 CBEAEHET R ARSI EEAREE ( Cross-Product Items )
2 BEfEEHERZRNE » iR Cobb-Douglas £ ZEEKE ( CDPF ) MAEA
REERTT -

%2 BHITEIE-83 E)ZMARBSHMEE

Bl (28| fEEHE | tae | BE® | B | AEHE t-value
Intercept | af -6.2033 -1.16 InP1InP'} 111 0.0794 5,57+
In¥Y1 l 1.9541 2.62** | InP1InP2 y12 -0.0983 -5.69%*
InY2 a2 .| -0.3794 -0.59 InP2InP2 §22 0.0189 5.14%*
InP1 13 -0.2496 -1.12 InY1inP1 811 -0.0415 -3.00%*
. InP2 f2 1.2496 5.63** | InYIinP2 §12 0.0350 1.80
InY1ln¥Y1 | ol -0.14335 -1.36 ln¥2InPl 821. 0.0062 0.48
InY1inY2 | ol2 0.1372 141 In¥Y2InP2 22 0.0003 0.01
In¥2In¥2 | o22 | -0.1302° ~1.42 £=0.9235

*  ZEREE K HE=005 T BHEERO -

Cl= [ESS = JBRENAK

Y1 = fERiE4E

Y2 = ISR

Pl= ANETRERK

P2= BE&EE

e= ATRE -

H1% 3 FiR > CDPF /FBIRRHTERAT - 148 (2 ) 2 - $TARITBOBGL

% (HNAF—EE/ =) - BIRTHEAEEERS 0.9235 » FiRfTR

0.9455 » HINA— » BETEIERHE - (1R - FEIRTORABERIRTA -

FHRITERR TN BRI SR A BRI - DRERRK ST
B FRES TR BRI RIRE « Porter (1991 ) ERRRLR
AT AR F R EE 8 - — - 44#MF ( Initial Conditions ) -
= - EHEHBAES) ( Managerial Choices ) < UFESRITHHEMPME - 57
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TR ERE R M - FERELTRENS KR T804
BRAEBERILERTE  ALEBERTEFRTRILVPERSES © Porter
(1991) HFSERBEEHHR - CRBRESTRY  TERERAEHEEE
BIRETS - ﬁ_ﬁhf%ﬂiiéﬁiﬁﬂﬁﬂ%ﬁlﬁi

R3 FRITE! £-83 E)Zﬁl%@%ﬁﬂﬁiﬁﬂé

HE | 28 | EEME | evae | S58% | 28 | EHE t-value
Intercept ol ~8.0723 -0.39 InPiinP| 111 0.1147 10.50%*
InY1 al 0.9592 0.27 InP1InP2 712 -0.1443 -10,82+*
InY2 a2 | -0.2966 -0.15 InP2InP2 y22 0.0296 10.10%*
InP1 pt 1.4494 3,36* | InY1lnPI 311 -0.1361 -8.08**
InP2 p2 | -0.4494 -1.07 InYinP2 | 3512 0.1380 5.54%%

InYln¥1 | ot 0.1910 0.85 InY2InP1 521 0.0056 0.42

In¥1ln¥2 | @12 [ -0.1024 -0.66 InY2InP2 622 -0.0075 -0.33

In¥2InY2 | o22 | 0.1235 0.87 ' &= 09455

W JEHEE K EE=0.05F - EEEMO -
Cl= JES = MBEMA
Y1= 7Rk
Y2 = &SR
Pl = AJTEIRER
2= FEEE
&= HAE M -

Douglas and Philip ( 1991 ) fEHIRITHEBBERAHTREZEH > AR
KBR « FrRTTIERILAIE - EB 2B ANIRS - AR EERFET
BURBARVSEE - ENERITRIRL R (2 M B TR S N E ST a8
RGFEELRT - FIIIFTRITROLZ ) » TEREREIEER - LA IE
EBHEINERITLEER  TEERPETEA RS ERE - NAMBEHE
HETRLE—F TREBE L ATRESFEEHITE A0 RS e
FTRGIEATIRIT A BRIRNECE - BRI - SRR RS BN e
AUSARGRIE - RERFREMIELETRE | —EERSENEEE £
BB R FIRI B BT E AR -

FRTENTEEERLE - MTREGFEET (ARERAR) HILAE
Z 13% FRGERERT KT - RPEHRA - T T eisgtEsE
vl *Ei%ﬁ%ﬁg%ﬁﬁfé#&ﬁ?ﬁ%ﬂ] ERTTHTREEI =R - i)
TAEE%@J :Ffﬁ TG Eﬂﬁ:&*ﬂ’fﬁ%ﬁﬁfﬁ/& HTEREEE R
Tkﬁ%ﬁ
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=~ SRSRATRR BRI B R T A A JE R
BERTTEARITBEGT (tTEEENTER) BARBBE R
(&) ZfEEHERRARS -

F4 ERITOTE-80 P2 RAEHBHGEHE

ERE | 2% | fHFE | tvae B2l | 28 | GRHME | tvalue
Intercept o0 -3.1937 -0.89 InP1inP1 yli 0.1010 9.21%*
Y1 al 0.5218 0.82 InP1inP2 112 -0.1249 -9.40%#
In¥2 ) 0.7997 1.63 InP2InP2 ¥22 0.0239 6.26**
InP1 B1 -0.1093 -0.53 InY1lnP] 811 -0.0601 -4.24%¢
InP2 pa 1.1093 5.46** | InYllnP2 512 0.0350 143
InYilnY1 gll 0.2733 3.56*F | InY2lnP1 821 0.0045 0.36
In¥Y1lnY2 gl2 -0.2371 -3.82%* InY2InP2 8§22 0.0205 0.87
InY2lnY2 a22 0.2212 4.19%* &=10.9501

* L FEEEEKHE=0.05F - BFEERO -
Cl= JER = MR -

Y1 = HFRkeE

Y2 = HEiEE

P1= AJDER{EH

P2= ERERE

&£ = R -

TRERATE - ERITRATE S REE - BBEE S - REBTHE
BAHER ERTC RARIEEES 0.9501 » \F—FEE N\ ZEE AN
B 09235 : EREEMAT AR BT ERINABREIME - ERT
TEFHTHIE SN T TTRE Al AR 3R LB R mlE » iy
I PRITRO B R SRITE RS LR REYEA - TREETERTT R IRT
ENEE SR T EABYTE -

£S5 BABMEMEHMEZEMAR

$R1T -
EARTT (B 77 80 5F) 0.9501
BT (E 81483 F) 0.9235
AT (81 4E 83 ) 0.9455
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TE/\ T4 AR BUR £ B R IHRIGT 2 A B H° - SE L BRME e - HEheR
THERFEAUMEEREER - HREICRIRAERTEY - BRI
BRERZWE  SHMEFEHRERERRC —  TEREFRITEHPES
FRETENRER  BOELT O\TAE) BE 0 "THERTHRETS S
RIIRES RATEY - SRIERITRERBZRIER - TRz At
TGS WA SN ERTEERIEIEE - [BRERITRPRRE RSB
HYETE » taidRST - B - SRZIRPRIRERR -

T EER B VIR IRTR I E By —  BSENRTEZ B RE
BRTIE SR LN E - BIR1T (RHEAETE) HEEHHE » #
REEEZR B IRITEER T LR L RIERE - $HRTIHR > (8
BAENHEZHERNRERE - ARFZEZE @ SR R EENF 5
H EWESRITIABIFAIER  SriRTROIA - M SR T IL R -
EEERITUATEH AR FES - DEERALREMEHESR » A~
R EEFAMATRTRUUMELNEAEBRER -

= ~ BR3P ( Sensitivity Analysis )

REEEENEAER (FIRARER) - #AHE (KAE) BB
TRERTT LR AT DAERIER S - EHRE (WA BLRASZIMERFN
HRE o SRITILBEE T R - WL - ERRNRERZASLFIRA
EHIEE - FTLARET B MDT - AR A (Inputs ) TEEYEHEIT
FERARAE -

FERTTHITFRRE T - AR LEFR BRI LBASIRIE S - SAK

P RENHEUE o RIT R B B AR S
a ATHEAH HENREHESMESETERISTRUNER AEFHUERE -
BERFHRHEERE  EERLHE  TE2FHRH -
b AT+ AR RERITRE REMFLERITER L B SRR DB SR E 1L, -
AR b P MBS SRTT R B BB R -
cAT=FE_F 0 MEERETE F AI0BT - ST RERE P/ M ERTERE R
SHTHTFORE y  RESFEER - ESERITEERS2 BT -
dAT=FTA  PRBITEERN SR BETRET BN 8% R R SR
% -

P B SRR EER RN SBALMESATH OTFRRERIER (N EFENE+
g) -
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( Purchased Fund ) HERIT T B RAITER < HE  BERITECETH
EREFFER AP RRITHES - - REGESIRRTHRAEE - T8
S BEEBEATSTFIRETENRAER » T DRBRAIEE R
DA HREAZHERERAEEEE (BXB) -

EBEANRDEFRTBIIFE > IR ABAEFHCER
1T R LW—AES (FROTEAT—FE AT ZER2RBEALER
) e FbASHEAT  IRAEFERHERRRTELNEE (BAC) -
Btk WO EARRAETHETIRHEEEAROPE (A D) - HE
FERSERZR 6 » %6 BUnEA B - s C iR D MFE A iWEEER
FHEAK -

F 6 HABMEEBMAEMTER

Y HARAT FER{T

FEa A FEE 0.9235 0.9455

i#st B: R EAR 0.9398 0.9664

M C: R B 0.9042 0.9455
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