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An empirical analysis of the factors affecting the cost efficiency of commercial banks

in China: Based on the comparison of three kinds of commercial banks
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Abstract: This paper adopts data envelopment analysis (DEA) method from frontier analysis method to measure the cost
efficiency of commercial banks within the period from 2005 to 2014. The result indicates that the overall efficiency in
China bank industry shows a fluctuated ascending trend; the cost efficiency of state-owned commercial banks is generally
lower than that of joint-stock commercial banks, but notably the situation of the former has improved by a large extent
after their shareholding reform. Further analysis of the influence factors of China's commercial banks cost efficiency
found that fiscal expenditure, bank assets, the bank's assets rate have significant positive effect on efficiency of
commercial bank management, industry concentration, the bank's non-performing loan ratio, market share and bank loan

ratio of commercial banks operating efficiency have significant negative influence.
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2005—2014
1
F 1 2005—2014 FHEBARITHABENEL
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
0.910 0.700 0.700 0.916 0.907 0.924 0918 0919 0.901 0.901
0.880 0.710 0.700 0.867 0918 0.901 0.908 0.889 0.904 0.903
0.720 0.730 0.800 0914 0.905 0912 0916 0.908 0915 0.906
0.680 0.760 0.710 0.928 0.921 0.923 0916 0.889 0.907 0.905
0.690 0.680 0.750 0.936 0.935 0.921 0.959 0.907 0.906 0.900
0.930 0.970 0.890 0.958 0.937 0.938 0.932 0.919 0.912 0.901
0.880 0.860 0.890 0.926 0914 0.932 0.945 0.921 0911 0911
0.920 0.960 1.000 0.945 0916 0.925 0.946 0.901 0.899 0.900
1.000 0.940 0.960 0.908 0.920 0.936 0.951 0.920 0915 0.912
0.850 0.870 0.860 0.915 0.921 0917 0.932 0.948 0.940 0.924
0.870 1.000 1.000 0.887 0.894 0.910 0912 0.926 0.922 0.920
0.880 0.890 0.990 0.958 0.959 0.953 0.961 0.926 0.924 0915
0.910 1.000 1.000 0.934 0.932 0.961 0.946 0.923 0.910 0.905
1.000 1.000 0.910 0.945 0.923 0.950 0.931 0.901 0.900 0.901
0.850 0.880 0.910 0.915 0916 0912 0911 0.925 0916 0.910
0.800 0.790 0.820 0.846 0.844 0.866 0.888 0.883 0.880 0.846
0.790 0.810 0.750 0.701 0.822 0.733 0.833 0.758 0.845 0.826
0.820 0.810 0.750 0.802 0.812 0.820 0.848 0.850 0.842 0.854
0.700 0.700 0.720 0.704 0.830 0.832 0.829 0.856 0.850 0.842
0.810 0.770 0.800 0.822 0.845 0.845 0.785 0.866 0.863 0.856
0.850 0.800 0.820 0.801 0.849 0.850 0.867 0.854 0.882 0.880
0.710 0.750 0.700 0.722 0.830 0.844 0.769 0.860 0.879 0.875
3
(M2)
2
2005—2008
2008
2013 Hausman 0.6568 0.7355 0.8547
2013
DEA
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Yie  Yie >0 (2005
Vit —2014 ) 220
0 y<0
Vi DEA cc >
i t C 3
Ln(PFE) Ry Markrt Rip 1 0.68
ROE RIT IBI Ol Ln(AS) Rwnpr Roc 0.852
2 11
4
%3 PEHRTESHITIFT
Y 220 0.883 0.852 0.680 1.000 0
Ln(PFE) 220 9.652 8.734 10.254 12.080 0
M2) Ry 220 0.172 0.125 0.146 0.276 2
Markrt 220 5.877 6.258 0.312 26.416 0
Rip 220 0.665 0.598 0.487 0.748 0
ROE 220 0.351 1.258 0.256 3.1200
RIT 220 0.461 0.526 0.000 1.000 0
IBI 220 0.185 0.225 0.142 0.269 0
ol 220 0.134 0.287 0.102 0.258 0
Ln(A4S) 220 9.854 7.568 9.231 11.2590
Rupr 220 0.105 0.214 0.014 0.204 0
Roc 220 0.085 0.210 0.045 0.104 0
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m. ARG BREEN

DEA
2005—2014
(PFE)
F 4 HEFHLRITRANEREYILZ
Column
-6.547
(0.008)
Ln(PFE) 2.872% %% (
(0.052)
M2) Ry 2.154
(0.205)
Markrt -2.464™"
(-3.221)
Rip 0.330"
(-3.644)
ROE -0.389
(-0.024)
RIT 0.348"
(0.275)
IBI 0.355
(-3.598)
oI -0.258
(0.331)
Ln(AS) 0.350™"
(1.255)
RypL 0.301""
(1.244)
Roc 3.002"
(-2.525)
R’ 0.816
Adujsted R’ 0.711
S.E. Of regression 0.062
F-statistic 4.124
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