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Abstract 

 

In this study, we will use a profit maxi-

mization framework and a parametric estima-

tion approach (PEA) to study the 

X-efficiency of financial institutions. In this 

study, we reformulate the profit function to 

be consistent with profit maximization. We 

then use this combined model to study 

X-efficiency in the financial industry with 

data on Credit Co-operatives in Taiwan. We 

found that the parameter estimates is robust 

and the allocative inefficiency is much higher 

than the technical inefficiency. 

 

Keywords: X-efficiency, allocative efficiency, 

technical efficiency, parametric estimation 

approach 
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