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Evaluating the efficiency of the banking agencies using Data
Envelopment Analysis: A case study on the Algerian Foreign Bank
agencies
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Abstract :

This study aims to evaluate the efficiency of Algerian bank agencies. To achieve this objective, we
have applied Data Envelopment Analysis model using deposits, operating costs, overhead costs as inputs,
credits and operating revenues as outputs. The results indicate that, there is a difference in efficiency scores
between agencies, and the inefficient agencies can performance efficiently with regard to their peers. When
examining the effect of some internal and external factors on the agencies efficiency score, the study shows
a negative relationship between the number of higher managers and the scores of efficiency, and a positive
relationship between the branch ranking and the efficiency scores. Moreover, the results show no statistical
significant effect for the economic zone, the workers and manager average experience on the efficiency
scores.

Key words: Data Envelopment Analysis, Banking agencies, technical efficiency, scale efficiency.
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Dependent Variable: VRSTE

Method: ML - Censored Normal (TOBIT) (Quadratic hill climbing)

Date: 11/25/15 Time: 21:41
Sample: 181
Included observations: 81

Left censoring (value) at zero
Convergence achieved after 4 iterations

Covariance matrix computed using second derivatives

Variable Coefficient Std. Error z-Statistic Prab.
C 1.025248 0.174654 5.870168 0.0000
ZONE -0.043212 0.025734 -1.679197 0.0931
CADRE -0.013915 0.003941 -3.530361 0.0004
EXPO1 0.002630 0.008769 0.299915 0.7642
EXPGER -0.003216 0.003564 -0.902331 0.3669
CLAS 0.172930 0.070149 2.465189 0.0137

Error Distribution
SCALE:C(7) 0.212931 0.016729 12.72792 0.0000
Mean dependent var 0.697963 S.D. dependent var 0.239463
S.E. of regression 0.222624  Akaike info criterion -0.082860
Sum squared resid 3.667557 Schwarz criterion 0.124067
Log likelihood 10.35585 Hannan-Quinn criter. 0.000162
Avg. log likelihood 0.127850

Left censored obs 0 Right censored obs 0
Uncensored obs 81 Total obs 81
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Dependent Variable: VRSTE
Method: ML - Censored Normal (TOBIT) (Quadratic hill climbing)
Date: 11/25/15 Time: 22:15
Sample: 1 81
Included observations: 81
Left censoring (value) at zero
Convergence achieved after 3 iterations
Covariance matrix computed using second derivatives

Variable Coefficient Std. Error Z-Statistic Prob.
C 0.875789 0.067693 12.93762 0.0000
CADRE -0.012155 0.003782 -3.213839 0.0013
CLAS 0.187818 0.070701 2.656499 0.0079

Error Distribution

SCALE:C(4) 0.217311 0.017073 12.72799 0.0000
Mean dependent var 0.697963 S.D. dependent var 0.239463
S.E. of regression 0.222813 Akaike info criterion -0.116213
Sum squared resid 3.822719 Schwarz criterion 0.002031
Log likelihood 8.706625 Hannan-Quinn criter. -0.068772
Avg. log likelihood 0.107489
Left censored obs 0 Right censored obs 0
Uncensored obs 81 Total obs 81
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