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Measuring Cost Efficiencies and Structure
of Credit Department of Farmers’
Associations in Taiwan: The Comparison
between Groups with Different Technical
Standard

Huang-Ping Yen’, Jing-Wen Chang™, and Rhung-Jieh Woo™

This paper aims to measure cost efficiencies and to differentiate
groups among the existing credit department of farmers’ associations
(CDFAs) in Taiwan, via translog cost function and latent class stochastic
frontier. Metafrontier is also used in this research to study cost
efficiencies and structure of these CDFAs. The empirical analysis is
based on 2,133 panels from 237 CDFAs over the period 2001-2009. This
study reveals: these CDFAs can be divided into two groups according to
the latent class stochastic frontier model. Although these two groups
share comparable mean TGR (Technology Gap Ratio) efficiency, Group
1 shows higher relevancy to the agricultural financial system. Besides, no
matter what technology either group uses, both are proven scale and
scope economies, and also see technical progress. Finally, the outcomes
of this study — the measurements on grouping and efficiencies — are
applicable in the measurements and evaluation of the CDFAs in the
future. Furthermore, CDFAs can reduce its average cost through further
diversifying their line of financial services

Keywords: Credit Department of Farmers’ Associations, Cost Efficiency,
Latent Class Stochastic Frontier, Metafrontier
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