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In spite of the problem of measuring the impact of financial information technology on economic

performance in Taiwan's banking industry is receiving increased attention, there haven't yet an insightful

research. This paper develops a methodology based on the microeconomic theory of production and uses

two variables, financial information technology and charter fee into translog cost function to capture the

status of rapid information technology development and the terms of entering banking industry. Our data

are for 1993 through 2001 for local 20 banks and the empirical method is seemingly unrelated

regression . The results are, firstly, the service provided by financial information technology has no

immediate effect to decrease the overall cost of a bank. Secondly, ATM can be regarded as extension of a

branch and a full-time service provider, so that it significantly increases the transactions. Particularly, if an

ATM platform can provide financial information technology service, the equipment expenses and the

salary of a bank could be saved. Thirdly, charter fee is negatively related with the overall cost of a bank, i n

other words, the bank can elevate charter fee via increasing equity, branch expansion, business extension

or change to lower its cost. Fourthly, the operation of the whole sampling banks has economies of density

and economies of scale, but stronger in the later period. If further considering financial information

technology representing technology improvement along with time, the economies of scale will be elevated,

but weaker in the later period. Besides, the whole banks can save costs by business diversification in the

later period. Fifthly, a 10 percent increase in financial information technology has been associated with a

decrease in total costs of about 1.6 percent. In particular, the ATM expansion has stronger effect than the

others.

Key Words Financial Information Technology, Charter Fees, Translog Cost Function, Economies of

Scale, Economies of Scope
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