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358 Jacob A. Bikker

Table 2
European-wide estimates of X-efficiency using the SCF model

Countries Number of Standard  Ranking Extended Ranking
observations SCF SCF

Belgium 44 0.521 14 0.484 14

Denmark 57 0.597 9 0.543 13

Finland 13 0.690 5 0.677 5

France 964 0.568 12 0.552 12

Germany 2,983 0.740 2 0.755 1

Greece 40 0.500 15 0.395 15

Ireland 20 0.798 1 0.697 4

Italy 1,221 0.578 11 0.601 10

Luxembourg 177 0.738 3 0.717 2

Netherlands 164 0.641 8 0.623 8

Portugal 67 0.685 6 0.649 6

Spain 105 0.548 13 0.577 11

Sweden 17 0.590 10 0.617 9

Switzerland 299 0.731 4 0.705 3

UK 187 0.666 7 0.649 6

Weighted Averages 0.690 0.696

A 0.909 0.916

2. 0.260 0.261

o2, 0.090 0.086

R? 0.965 0.966

Explanation: “Standard” is the stochastic cost frontier model and “Extended” also includes dummy variables

for banking categories. Shading refers to countries with a limited number of observations.

German banking sample in terms of categories, where savings and coop-
erative banks outnumber the commercial banks more commonly found
elsewhere. This matter will be investigated in greater detail in Sec-
tion V.20

20 A first step, the extension of the standard model with dummies for the bank-
ing categories, to take possible differences in cost levels into account (as far as
these differences are constant and not related to, for instance, the size of the ex-
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Table 3
European-wide estimates of cost effects using a translog cost model

Standard TCF Extended TCF

Countries Dummy coeff.? Cost Ranking Dummy coeff? Cost Ranking
effects® effects

Belgium 0.093 (1.6) 1.15 11 0.156 (2.7) 1.16 13
Denmark 0.088 (2.0) 1.14 10 0.135 (3.1) 1.13 10
Finland -0.214 (2.6) 0.84 4 —0.146 (1.8) 0.86 4
France 0.114 (4.4) 1.17 12 0.154 (5.9) 1.16 12
Germany -0.048 (1.9) 1.00 T -0.019 (0.7) 0.97 8
Greece 0.234 (3.9) 1.32 15 0.386 (6.4) 1.46 15
Ireland -0.29% (4.4) 0.77 2 -0.173  (2.5) 0.83 3
Italy 0.114 (4.4) 1.17 12 0.149 (5.5) 1.15 11
Luxembourg -0.240 (6.7) 0.82 3 -0.209 (6.0) 0.80 2
Netherlands 0 1.04 9 0 0.99 9
Portugal -0.124 (2.8) 092 5 -0.080 (1.9) 0.91 6
Spain 0.172 (4.5) 1.24 14 0.203 (5.3) 1.21 14
Sweden -0.039 (0.5) 1.00 ¥ -0.048  (0.6) 0.94 7
Switzerland -0.337 (10.1) 0.75 1 -0.254¢ (7.4) 0.77 1
UK -0.116 (3.6) 0.93 6 -0.117  (3.7) 0.88 5
Bank type categories®
Commercial 0 1.03
Cooperative 0.007 (0.6) 1.04
Savings 0.066 (5.0) 1.10
Investment 0.175  (6.9) 1.23
M & L term -0.355 (8.1)  0.72
Real Estate 0.091 (2.4) 1.13
Spec. Gov. -0.347 (9.2) 0.73
o2 .0797 0767
Adjusted R? 0.969 0.970

® t-values between parenthesis; ® Geometric mean for “cost effects” is set at 1; © For explanation: see foot-
notes b-d in Table A.1.

Ezxplanation: “Standard” is the translog cost model and “Extended” includes also dummy variables for bank-
ing categories. Shading refers to countries with a limited number of observations.
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368 Jacob A. Bikker

Table 6
Europe-wide estimates of X-efficiency for two sub-periods

1990-1995 1996-1997 1990-1997

Efficiency Rank # banks Efficiency Rank # banks Efficiency Rank

Belgium 0.515 14 6 0.650 10 23 0.484 14
Denmark 0.564 11 15 0.601 13 21 0.543 13
Finland 0.557 12 1 0.746 3 7 0.677 5
France 0.576 10 256 0.601 14 111 0.552 12
Germany 0.728 1 399 0.773 1 1490 0.755 1
Greece 0.352 15 10 0.578 15 15 0.395 15
Ireland 0.685 2 3 0.723 5 10 0.697 4
Ttaly 0.638 7 267 0.652 8 306 0.601 10
Luxembourg 0.629 8 41 0.647 11 73 0.717 2
Netherlands  0.643 5 37 0.604 12 36 0.623
Portugal 0.640 6 15 0.723 4 27 0.649
Spain 0.542 13 22 0.651 9 33 0.5717 11
Sweden 0.665 4 5 0.718 6 7 0.617 9
Switzerland  0.666 3 57 0.772 2 145 0.705 3
UK 0.623 9 49 0.691 7 73 0.649 6
Total® 0.650 1183 0.734 2377 0.696
A 0.910 0.907 0.916
02 0.359 0.207 0.261
a2 0.032 0.019 0.022
o2 0.118 0.078 0.086
R? 0.961 0.965 0.966

® For efficiency: weighted averages. Explanatory note: Shading refers to countries with a limited number of
banks.

is rather high at 30% on average, generally higher than the 20% often
found in the literature. However, most studies analyse only a single coun-
try, thereby seriously underestimating inefficiency, as they ignore foreign
best-practice banks. We pay special attention to differences across coun-
tries. In terms of X-efficiency, banks in Luxembourg and Switzerland
are the most efficient ones, which however is owing at least in part to
their privileged position as tax haven for foreign investors and, hence,
less to managerial ability. Most German banks belong to the very effi-
cient categories of cooperative and savings banks. However, compared to
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