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Strategic Behaviors and Economic Efficiency of Taiwan’s Banking Firms as
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studiesin this area based on the assumption
of perfect competition.
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Abstract

Under the assumption of profit 80
maximization, this article derives the
first-order conditions for each banking firm
choosing two output quantities. Those
optimal conditions together with the
technical efficiency adjusted cost function
and share equations form the system of five
regression equations that is applied to a panel
of data from Taiwan’s banking industry for ()
the period of 1981 t0 1998. Evidenceis
found that both markets of investments and
loans are characterized by significant
strategic interaction and that the financial ()
liberalization starting from 1991 does ()
increase the degree of competition in the loan
market. This appears to disprove previous ()
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t-
0.0271 0.108
Ing, 0.1599 18.711**
Inq, 0.8531 21.118**
Inw, 0.5249 15.918**
Inw, 0.3819 17.935**
Ing, xIng, 0.0434 38.071**
Ing, xInq, 0.0145 4.296**
Ing, xIng, 0.0313 22.374%*
Inw, xInw, 0.0594 11.697**
Inw, x Inw, 0.0104 3.378**
Inw, xInw, 0.0359 7.925%*
Ing, xInw, 0.0152 4.694**
Ing, xInw, 0.0104 3.452+*
Ing, xInw, 0.0228 5.937+*
Ing, x Inw, 0.0251 8,565+ *
t 0.0157 2.756**
t? 0.0005 1.627
0., 0.6748 16.346**
0, 0.3600 16.516**
0., 2.3592 31.383**
0., 3.6059 26.112**
Log-likelihood 472.57
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0.6909 1.492
Ing, 0.2851 2.015*
Inq, 1.1453 6.166**
Inw, 0.4934 21.729**
Inw, 0.3814 22.216**
Ing, xIng, 0.0128 0.472
Ing, xInq, 0.0599 1.382
Ing, xInq, 0.0455 1.340
Inw, xInw, 0.0564 13.643**
Inw, x Inw, 0.0036 1.359
Inw, x Inw, 0.0436 12.503**
Ing, xInw, 0.0062 1.401
Ing, xInw, 0.0051 1.534
Ing, xInw, 0.0338 6.742%*
Ing, xInw, 0.0371 9.694**
t 0.0024 0.355
t° 1.96x10 ° 0.053
Log-likelihood 1578.11
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