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Abstract - In this paper, we adopt DEA method and SBM method to estimate bank efficiency based on

the information obtained from 29 banks in Taiwan for the period from 2002 to 2004. In the first stage,

we employ the standard method of Basel Il to calculate the risk as input variables for efficiency
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analysis. In the second stage, we employ the BCC (Banker-Charnes-Cooper), Super-Efficiency, and
Super-SBM to estimate the scores relating bank efficiency which are incorporating account the risk.
Our empirical results are summarized as follows: (1) The market risk is proven to be more important
in recent years. The credit risk is the highest ratio of total risky capital, but the ratio decreases in recent
years. Most of the adjusted capital adequacy are large than 8% in Taiwan. (2) The average efficiency
scores of banks incorporating the risk are significantly higher than those of banks not incorporating the
internal risk.  (3) The average efficiency score of low-risk banks is large than the high-risk banks. (4)
Taiwan’s commercial banking industry need to be paid high attention in non- operating income and

risk management in order to improve the bank’s profit.
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