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Measures of technical and scale efficiencies are estimated for Taiwan's banking industries through the non-parametric Data Envelopment Analysis using both panel and cross-sectional data taken from 1981 to 1998. Input-orientated and output-orientated models are studied and compared with each other. The cross-sectional results from the both orientations and panel data results from input orientation are similar, i.e., most of the government-owned banks exhibit decreasing returns to scale, while most of the private banks, newly opened private banks and credit co-operative banks are experiencing increasing returns to scale. The main source of the overall technical inefficiency comes from scale technical inefficiency for the government-owned banks, and from pure technical inefficiency for the other banks. The current paper finds that the entry of new private banks has intensified the degree of competition in Taiwan's financial industry and improved upon economic efficiency.

