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Abstract

This research investigates the financial risk level of savings cooperative in Thailand. The
indicators for interest rate risk, liquidity risk, capital risk and credit risk are proposed and calculated.
This paper also introduces a Network Data Envelopment Analysis (Network DEA) that can measure
the efficiency of savings cooperative in generating risk-adjusted returns. The proposed network
DEA separates the production processes into 2 activities namely, 1) the process of producing
capital, deposits and loans and 2) the process of utilizing those outputs to generate risk-adjusted
returns. Based on the variable return to scale assumption, the first process is predominantly a
decreasing return to scale while the second process is an increasing return to scale. The result
shows that savings cooperative of Police, Military, and Hospital operate efficiently in both of the
processes. Moreover, when analyzing efficiency scores with the level of financial risk, it can be
found that savings cooperative with higher level of risk has a lower efficiency score. This empirical
evidence suggests that the network DEA introduced in this paper may be an appropriate model to
measure the efficiency of savings cooperative because the impact of financial risks on the

performance has been indirectly incorporated into the DEA model.
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