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Abstract

Using data from Taiwan banking industry in the period of 1996 to 2007, this
study jointly analyze the effects of privatization, merger and joining financial holding
companies (FHCs) on the performance of Taiwan banking industry. In addition to
static and dynamic indicators, it also considers the selection indicator in order to
understand the reason banks involve in corporate governance changes. Emphasis is
placed on the importance of including indicators of all the relevant governance effects
in the same model, and the “nonrobustness” checks which purposely exclude some
indictors also support this statement. The results show that those undergoing
privatization or joining FHCs had particularly better performance beforehand, and
those undergoing mergers had poorer performance beforehand. In addition, the
performances of banks deteriorate following privatization and following banks joining
FHCs. It is possible that banks undergoing privatization or joining FHCs have other

strategic or regulatory concerns than improving performances.
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