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Abstract: The stock market is the heartbeat of the capital market, equipped with functions such as
guiding public capitals and activating the financial market. Competition among securities companies
gradually intensified in recent years. Performance evaluation of securities company in a competitive
environment not only can help managers to understand their advantage or disadvantage within the
industry, but can also provide useful reference information for those stakeholders of the industry as
well.  Therefore, this paper is to display how to use multiple financial criteria to evaluate the
performance and performance change of the securities company, wherein each criterion represents a
familiar performance ratio. The result of this paper can provide improvement suggestions for the
management of securities companies.

This paper first uses the data envelopment analysis(DEA) approach, developed by Charnes, Cooper and
Rhodes (1978), and the effectiveness model, developed by Chang, Hwang and Cheng(1995), to
evaluate the performance of thirty three securities companies according to the data in 1994. The results
indicate that seven securities companies with relative effective belonged to one group, while the
remaining twenty six with relative ineffective belonged to another. Apart from separating the
effective companies from the ineffective companies, results also pointed out the directions for making
improvements. By comparing the results from effectiveness model to cluster analysis, we were able
to discern that except for Chiun Yi and Da Hua, all other companies had the same result in both of
these two methods. At the same time, this paper uses the effectiveness change model mentioned in
Chang et al. to measure the performance change of thirty three securities companies between 1991
and 1994. Apart from separating the securities companies into five groups based on the results, we
also discover the gap between the course of developments of the domestic securities company had
increased gradually, rendering a situation where the strong gets stronger, and the weak gets weaker.

In summary, this paper displays how to apply Chang et al.’s effectiveness model while using multiple
financial criteria to proceed with corporate diagnostic, which can be effective on improving
performance, at the same time offers practical reference information on operation and management for

the securities companies’ rnanagers.
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