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Abstract

Before the implementation of agricultural financial reform in Taiwan, the financial
crisis caused by the moral hazard in the credit departments of farmers' associations
(FAs) occurred often because of not enough supervision and regulations. In addition, the
events of hollowing out financial institution’s assets or bank runs bring negative
perception to the public. Meanwhile, the issue of operation efficiency in the credit
department of FAs is also paid attention. Even though agricultural financial reform
brought improvement in supervision of credit departments of FAs, facing the
competition resulting from the diversification of commercial banks’ businesses makes
the credit departments think further about improving operation efficiency through
resources allocation and be an issue under investigation. Therefore, the main objectives
of the study are to analyze the operation performance and to investigate the possible
influential factors on operation efficiency based on the credit departments of FAs in
Yilan County. The sample is collected from 10 credit departments of FAs in Yilan
County during the period of 2006-2016. The methodology applied consists of data
envelopment analysis (DEA), independent-samples t-test, Pearson correlation
coefficient analysis, and Tobit regression. The empirical results are as followed. First,
the variables of the increase in interest expenses on deposits, the increase in net worth
and the increase in the size of the membership are all the significant factor to improve
operation efficiency. Second, the increase in the annual growth rate of the township land
price index representing the change of values in real estate is a positive influential factor
on efficiency. Third, the location of FAs is also found to be a factor that affects

operating efficiency.

Keywords: Credit Departments of Farmers' Associations, Operation Efficiency, Data

Envelopment Analysis (DEA), Independent-Samples t-Test, Tobit Regression
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