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This paper examines technical efficiency of Japanese credit association (shinkin bank). Technical

efficiency is measured by a nonparametric frontier approach using data for fiscal year 2004 and

the resulting measurements are further regressed on some relevant variables. A scatterplot of

technical efficiency against loans with a fitted nonparametric regression line shows a gradual

U-shape pattern. Tobit regression analysis indicates that the technical efficiency of the banks is

positively related to their managerial stability and willingness to provide loans. This implies that

the relationship banking contributes to improving in technical efficiency because willingness to

provide loans is strengthen by long-term financial relationships between banks and borrowers.
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