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Abstract

Financial liberalization has made the competition in commercial banks
fiercer. Banks with poor management would be merged or bankrupted, and
the serious one can even result in financial crisis. Exploring operational
efficiency and its determinants, as a result, has become an important issue
for both operators and regulators. Many earlier studies found that service
quality has positive effect on operational efficiency. However, the operational
efficiency referred to overall efficiency. There were only very few studies that
measured the operational efficiencies for activities in a bank and then
analyzed the relationship between service quality and the efficiency
measures. The purpose of the study is to evaluate deposit raising efficiency
and deposit management efficiency in a bank, and explore the relationship
between service quality and the efficiency measures. We employ data
envelopment analysis to decompose a bank’s technical efficiency into deposit
raising efficiency and deposit management efficiency. Factor analysis is used
to extract factors relevant to service quality, which are presumed to affect or
determine efficiency measures. In empirical study, we focus on 34
commercial banks in Taiwan. The empirical results find that deposit raising
efficiency is lower than deposit management efficiency. Most banks can make
good use of deposit. Improving deposit raising efficiency is a top priority for
a bank. Tobit regression results show that service quality
factors-accessibility, staff and provided software, and security—have positive
effects on deposit raising efficiency, while all service quality factors do not
significantly contribute to higher deposit management efficiency.
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