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ABSTRACT

This main object of the study was to assess the cost efficiency of the cooperative credit
unions in Southern Thailand. The study was divided into three parts; (1) a study of general
efficiency using PEARLS analysis in 6 dimensions including protection, financial structure, asset
quality, rates of return and cost, liquidity and signs of growth, (2) an assessment of the cost
efficiency by Data Envelopment Analysis (DEA) and Stochastic Cost Frontier (SCF). The
consistency of efficiency scores from the two methods were examined by Spearman Rank
correlation coefficient, and (3) an estimation of the cost inefficiency using Maximum likelihood
method. The data used in this study was obtained from 44 cooperative credit unions in Southern

Thailand that operated in 2008.



The result from PEARL analysis can be used to classify the credit unions by efficiency
level. No credit union was ranked excellent. 14 credit unions (31.81%) were good, 26 credit
unions (59.10%) were fair and 4 credit unions were poor. The result of cost efficiency analyzed
by DEA showed that the average efficiency score was 56.90%, meaning on average a cooperative
union can reduce the cost by 43.15 % for the same level of output. According to DEA method,
there were only 12 credit unions (27.7%) having efficiency score larger than 70%.

The result of cost efficiency analyzed by SCF showed that the average efficiency score
was 44.40% which meaned on average a cooperative union can reduce the cost by 55.60 % for the
same level of output. According to SFA method, there were only 3 credit unions (6.81%) having
efficiency score larger than 70%. The average of efficiency score from DEA was slightly higher
than that from SCF. Spearman ranking coefficient of 0.61 implied that the results from both
methods were consistent.

The cost inefficiency regression confirmed that the amount of asset and the capital/asset
ratio would reduce cost inefficiency. This study also found that the total capital/total asset ratio,
the non-performing loan/total asset ratio and the deposit/total asset ratio would increase cost

inefficiency
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