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A Study on Scope Economies and Information Sharing

Benefits of Financial Holding Companies in Taiwan

Student: Hsin-Ping Chen Advisor: Dr. Li-Ping Cheng

Institute of Finance College of Management

ABSTRACT

Starting in 2001 due to the pass of the Financial Holding Company Act, the financial
holding companies (FHCs). in Taiwan are allowed to integrate different financial institutions
including bank, insurance and security companies. Financial industry is characterized as
information-intensive “and mainly—processing customer information, financial commodity
information, funding information and strategy <information that could be shared and
facilitating in every praduction process of financial products rapidly. This thesis therefore
analyzes the FHCs based on internal-information:sharing since the integration benefits of

FHCs are mostly fromthe integration of internal information.

This study adopts PLS to examine scope economies of 12 FHCs in Taiwan from 2005 to
2011. Evidences are found the internal information sharing benefits which is a latent variable
could be measured with excess value, current asset turnover and expense efficiency. Moreover,
internal information sharing benefits are higher if FHCs’ scope is lower, current asset turnover
is higher and the expense efficiency is higher. However, among those lower scope group,
internal information sharing benefits are higher if FHCs’ scope is higher, current asset

turnover is higher and the expense efficiency is higher.

Key Words: internal information sharing, economies of scope, FHCs, SEM
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