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ABSTRACT

This paper attempts to measures the efficiency of some selected commercial banks (19)
both from private (15) and public (4) sectors in Bangladesh with nonparametric method of
Data Envelopment Analysis as a smart and powerful alternative to traditional efficiency
measures. The performance evaluation of business has taken high profile in the climate of
micro-economic reform in the recent past. The real wealth of banks can be increased by
increasing the inputs available to the banks. That is by discovering new resources and using
the existing resources more efficiently. Efficiency gains in the banking sector of the
country will make the country domestically and internationally more competitive and
capable of generating more income and employment opportunities in the country. An
important objective of these measures is to assist to identify the way of increasing the
operational efficiency of the banking sector as a whole as well as of individual institutions.
In fact, policy makers are trying to identify the reasons of high level of cost of banking in
Bangladesh that are usually viewed as a result of inefficiency. The study finds that among
the sample banks Arab Bangladesh Bank is the star performers and Jamuna bank is the
poor performers only in terms of the selected parameters. The study also identifies the
areas of operational inefficiencies and efficiencies both for best and poor performers. This
type of analysis can be used for a better quality-benchmark by the individual institutions
than using industry averages or a particular peer bank as the benchmark.

Keywords: Data envelopment analysis (DEA), Efficiency, Bank, Decision Making Units
(DMUs).
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Introduction:

There is an increasing interest in measuring and assessing the efficiency of banks. Performance
measures are used to deliver information to support decisions of the business. Business world
becomes extremely complex due to the technological development in the field of operation along with
the logical demand of the consumer groups for quality product at a minimum price. The banks are
getting serious to incorporate all of these in a single package and want to increase their efficiency.

Adequate assessment of efficiency gains requires a range of financial, operational and economic
indicators to be applied. It originally was developed by Charnes, Cooper, Rhodes (1978) with CRS and
was extended by Banker, Charnes, Cooper (1984) to include variable returns to scale. So the basic DEA
models are known as CCR and BCC. Since 1978 over 4000 articles, books and dissertation have been
published and DEA has rapidly extended to returns to scale, dummy or categorical variables, discretionary
and non-discretionary variables, incorporating value judgments, longitudinal analysis, weight restrictions,
stochastic DEA, non-parametric Malmquist indices, technical change in DEA and many other topics. Up
to now the DEA measure has been used to evaluate and compare educational departments (schools,
colleges and universities), health care (hospitals, clinics) prisons, agricultural production, banking, armed
forces, sports, market research, transportation (highway maintenance), courts, benchmarking, index
number construction and many other applications.

So far the study made there has not been any serious study on DEA in the Banking sector of
Bangladesh. The present study is an attempt to bridge this gap.

Objective of the Study:

For improving the efficiency, the Central Bank of Bangladesh (CBB) has adopted various reforms
such as strengthening the role of the central bank in supervision and regulation both private and public
sectors’ commercial banks as suggested and guided by World Bank. Recently, the Governor of CBB
stressed the need for an efficient banking sector. The CBB also urged that more research on the banking
sector of Bangladesh to be conducted. Considering the above mentioned aspects, this study was conducted
to measure the performance in terms of different input output parameters of selected Commercial banks
both from private and public sector of Bangladesh. The following are the specific objectives of the study:

To perform comparative efficiency studies of the Private and public sector Banks in Bangladesh.
To identify potential improvement relative to targets set out on the basis of close peers.

To perform reference comparison and reference contribution.

To allocate resources more efficiently.

To identify information for planning and strategy.

To identify under achievers and star Performers.

To perform overall improvement summary.

Review of Literature:

The study on the efficiency of financial institution is now quite largely happening in the recent
origin. Several effective work are already been occurred depending on various factors and circumstances
and it will help the financial institution to become more effective and advanced than the any previous
worse situation. Banks are the main financial institution and several works and already been occurred to
measuring their efficiency. Frontier inefficiency, some time called X-efficiency, at financial institutions
accounts for a considerable portion of the total costs are a much greater sources of performance problems
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than either scale or product mix inefficiencies and have a strong empirical association with hither
probabilities of failures Bauer et. al. (1998).

Another important study work is done by Berger, A.N. and D.B. Humphrey (1997), on Bangladesh
Journal of Political Economy named “Efficiency of Financial Institutions: International Survey and
Directions for Future Research”.

In another group of studies, bank efficiency measured b a number of financial indicators and
compared over various categories of banks. For example Sarkar et. al. (1998) considered three bank
groups-public, Bangladeshi private and foreign- for comparison purpose. After controlling for effects of
some concomitant variables, they conducted regressing analysis to find that effect of ownership type on
different efficiency measures. Rammohan (2002, 2003) also used financial measures for comparing
operational performance of different categories of banks over a period of time.

Methodology of the study:

Considering data availability and easier communication opportunities for any queries the four
public sector and fifteen private sector commercial banks were selected for the study. This study is made
based on the secondary data collected from the annual report of Bangladesh bank and the relevant banks’
during 2008-2009. The following (table-1) inputs, outputs and decision making units have been selected
for the study and analyzed those data from many angles in terms of accounting ratios. To measure relative
efficiency in terms of selected parameters values of the DMUs’ were again analyzed by using KonSi-DEA
Software. The findings so obtained were presented in different segments according to their categories and
objectives set out to achieve.

Table-1: Parameters, Decision Making Units and Model Used

¢ Number of branches

e Number of employees

* Interest expense/total assets (Int. exp/ T.A.)

¢ Operating expense/total assets (Op. exp/ T.A.)

Input Parameters

¢ Interest income/total assets (Int. Inc/ T.A.)
¢ Net profit/total assets (N.P./ T.A.)
Output Parameters | ¢ Gross profit/total assets (G.P/ T.A.)

¢ Interest income/total assets (Int. Inc/ T.A.)

Private Sector Banks

AB Bank Ltd Jamuna Bank Ltd

City Bank Ltd. Trust Bank Ltd

South East Bank Ltd Brac Bank Ltd

Prime Bank Ltd Dhaka Bank Ltd
Decision Making One Bank Ltd Premier Bank Ltd

Units(DMUs) National Bank Ltd Mutual Trust Bank
Dutch Bangla Bank Ltd Mercantile Bank
IFIC Bank Ltd
Public Sector Banks
Sonali Bank Ltd Agrani Bank Ltd
Janata Bank Ltd Rupali Bank Ltd
Model Input Oriented Model (Input Minimization)
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Methods of Evaluating the Efficiency of Banks:
The following figure shows the different methods of efficiency analysis as developed by Coelli, T. (1996).

Efficiency Analysis
n
v v
Par ametr _iC Non-Parametric
v
v v v v ‘
SF TF FD DF DEA
, v
Production Intermediation
Approach Approach
Intermediation Model Price of Two > Price of Two
v v
Inputs Outputs
® No. Of Employees ® Int. Inc./T.A
® No. of Branches * GP/T.A
e Int. Exp/T.A o NP/T.A.
® Operating Exp/T.A
DMU Inputs Outputs
SIL. No. of No. of Int. OP. Int. Inc / N.P/T GP/T.
No Banks Employees | Branches Exp/T.A | Exp/T.A T.A (%) A A (%)
poy (%) (%) ' (%)
1 | AB Bank Ltd 1617 77 6.35 2.2 8.76 2.74 5.11
2 | City Bank Ltd 1673 83 5.54 3.07 8.17 0.7 3.07
3 i‘;“h East Bank 1402 66 7.65 1.26 928 | 1.09 | 2.65
4 | Prime Bank Ltd 1550 84 6.45 1.75 8.24 1.11 3.48
5 | One Bank Ltd 525 29 7.8 2.22 9.93 1.33 3.49
6 Sgtlonal Bank 2418 122 4.98 3.03 801 | 2.19 | 432
Dutch Bangla
7 Bank Ltd 1600 71 5.99 2.8 8.99 1.35 3.19
8 IFIC Bank Ltd 1537 82 5.13 3.41 7.67 1.44 3.40
9 | Jamuna Bank Ltd 1056 54 7.34 2.25 9.13 1.51 3.29
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10 | Trust Bank Ltd 979 37 454 1.39 671 1 085 | 1.82
11 | Brac Bank Ltd 4192 63 6.72 3.95 11.07 | 134 | 438
12 | Dhaka Bank Ltd. 863 48 733 1.9 1008 | LI8 | 3.56
13 | Premier bank Ltd 281 38 751 23 991 | 1.68 | 3.29
Mutual Trust
14 | Muwal T 620 50 6.46 1.74 $.11 | 2.64 | 3.08
15 ﬁf{cantﬂe Bank 554 53 7.18 2.39 0.17 | 122 | 2.89
16 | Sonali Bank Ltd 26085 1183 2.61 13 54 | 033 | 3.99
17 | Janata Bank Ltd 13593 850 3.48 173 485 | L.19 | 435
18 | Agrani Bankv Ltd | 13269 903 2.80 1.82 51 | 141 | 338
19 | Rupali Bank Ltd 14500 875 1.86 161 402 | 091 | 2.11

Source: Values of the parameters are collected from the annual reports of the relevant DMU and the
ratios are authors’ calculation.

Results and Discussions:
Table 1: Name of the DMUs’ and parameters with its values during the year 2008-09.
In the above table values of the parameters of the selected DMUs are given along with its performance in
terms of accounting ratios. The following figures (figure-1 and figure-2) show the DMUs performance in
terms of those ratios:

Figure-1
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Input Utilization:

In terms of, operating expense to total assets minimization (figure-1) Sonali and South East bank
are in the better position than others. In case of, interest expense to total assets one bank and South East
bank are in the worse position. But Rupali bank comparatively is in the better position in utilizing both the
inputs.

Output Utilization:
In terms of interest income to total assets maximization Brac bank is in the better position but AB
bank is in the better position in maximizing both the NP/TA and GP/TA. (Figure-2)

Table-2: Efficiency Scores Report and Reference Set Frequencies during the year 2008-2009.

DMU Efficiency
S1. Scores Status Rank R;ference Set
No. Banks (%) requency
1 AB Bank Ltd 100.00 Efficient 1 9 (Global Leader)
2 City Bank Ltd 97.11 Inefficient 2 0
3 South East Bank Ltd 100.00 Efficient 1 2
4 Prime Bank Ltd 96.77 Inefficient 3 0
5 One Bank Ltd 100.00 Efficient 1 2
6 National Bank Ltd 100.00 Efficient 1 5
7 Dutch Bangla Bank Ltd 100.00 Efficient 1 3
8 IFIC Bank Ltd 100.00 Efficient 1 2
9 Jamuna Bank Ltd 89.99 Inefficient 5 0
10 | Trust Bank Ltd 100.00 Efficient 1 8
11 Brac Bank Ltd 100.00 Efficient 1 5
12 | Dhaka Bank Ltd. 100.00 Efficient 1 3
13 | Premier bank Ltd 100.00 Efficient 1 5
14 | Mutual Trust Bank Ltd 100.00 Efficient 1 1
15 | Mercantile Bank Ltd 94.36 Inefficient 4 0 (Poor Achiever)
16 | Sonali Bank Ltd 100.00 Efficient 1 2
17 | Janata Bank Ltd 100.00 Efficient 1 3
18 | Agrani Bank Ltd 100.00 Efficient 1 2
19 | Rupali Bank Ltd 100.00 Efficient 1 2
Source: Calculation made by the authors’ using KonSi-DEA software.

Note: Efficiency Score 100 %= Efficient DM Us/Banks.
Efficiency Scores:

As per table-2, fifteen (15) banks are efficient, each of which scores 100%; whereas, rest of the
banks (4) are inefficient (in comparison of the efficient bank with the given data set) who scores less than
100%. The above table shows that Jamuna Bank is the most inefficient DMU which scores only 89.99%.

Reference Set Frequencies:
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Reference set frequencies shows how many times an efficient unit i.e, Reference Unit appear in an
inefficient unit’s reference set. The higher the frequency, the more likely the efficient unit is an example of
good performance.

Reference Units:

Reference Units are the 100% efficient units against which each inefficient unit (below 100%
efficiency) is compared. An inefficient unit will have one or more peers in its Reference Set. All the peers
are efficient units.

As per table-2, Arab Bangladesh bank (AB bank) has the maximum Reference Set Frequency (9)
which means this bank has been referred nine (9) times while measuring the efficiency of inefficient
banks. This bank can be termed as “’Global Leaders’’, which performs consistently will in comparison
with other units. The banks having ’0’” Reference set frequency denotes that these banks are not at all
referred in measuring efficiencies of inefficient banks.

It is to be clearly mentioned that the banks having 100% efficiency score may or may not have
scope for further potential improvement and such cases actual and target values of some parameters may
be same denoting no further improvement and vice versa. But banks having below 100% efficiency score
have ample scope for further improvement.

In case of Inputs:

Potential improvement should be negative denoting that the Inefficient DMUs should reduce the input
utilization to become 100% efficient and an efficient unit should do the same to remain competitive with
its competitors. (Table-3)

In case of Outputs:

Potential improvement should be positive denoting that the inefficient DMUs should increase the
level of output in order to become 100% efficient and an efficient unit should do the same to keep its
competitiveness unaffected.(Table-4)

Table-3 & 4, given below shows the details of potential improvement opportunity in input and
output parameters both for efficient and inefficient DMUs. All DMUSs whether it is efficient or inefficient
have the opportunity for further improvement except AB bank and Brac Bank for both input and output
parameters having 0’ values in potential improvement column (table-6).

Table-5 an improvement summary of inefficient DMUSs is given and in table-6 the same is shown
for efficient DMUs. For example, the City Bank which has highest efficiency score (97.11%) among the
inefficient DMUs must improve in all inputs utilization and must give emphasize in maximization NP/TA
and GP/TA values over the original values as per table-5. The City Bank can improve its output level to
great extent, e,g. NP/TA by 101.57% and GP/TA by 0.65% (Table-5) while the input utilization must be
reduced e,g. No. of Employees by 2.89% , No. of Branches by 11.12 % , Int. Exp/TA by 2.89% and Op.
Exp/TA by 19.09% (table-5).
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Table-3: Efficiency Report (Inputs) of the Banks during the year 2008-2009

[ Efficien Ingnits
oy Mo of Empl oyees Mo, of Branches Int. ExpT. A (360 COF. Exp T A (%0
Banks Seores | Actua | Target  Poterti | Actu | Target Potential | Actu Targ Potemtial  Actu Target Potertial
(& 1 al al Improve al et Improve al Improve
Tgror L exat (%) et (2] et (%5
emert
(%)
AR Bardk Ltd 10000 | 1617 1617 ol 77 77 o 635 635 0 2.2 22 1}
oo
City B ank Ltd 9711 | 1873 1624 -2R9| B3 737 -1112 | 554 538 -89 307 248 -19.0%9
South East Bank 10000 1402 BR435 36dl | 6é 45 39 3123 765 adr -1224  1.326 178 41.19
Ltd
Prime Bank Ltd Q67T | 1550 14900 -323 B4 70 64 1590 6.45 624 -3.22 175 169 -3.20
3
Ctie Bark Ltd 10000 525 67412 2840 29 42 21 AT A3 7R TR -545 2232 242 919
Maticnal Bark L td 10000 | 2412 25533 a0 122 1377 1291 ] 498 542 1291 303 247 -12.51
8 5
Dutch Bangla Bank 10000 | 14600 16334 209 71 714z 209 599 A.12 209 2.8 235 -lall
Lid 4
IFIC BankLtd 100.00 | 1537 1551 91| g2 7233 -1179] 513 518 092 341 210 -38.36
JTamuna Bank Ltd 2000 ) 1056 05025 -l001 | 54 42 50 -1001 | 7.34 a6l 1001 235 203 -10.00
Trust Bank Lid 10000 | 878 676 A7 3088 | 37 5198 4048 | 4.54 6.3 4an04s  1.39 124 32.59
Brac BankLtd 10000 4192 4192 ooo| 68 62 ooo| 672 672 ooo 395 395 0.00
Dhaka Batk Ltd 100.00 | 2&8 1007.5 1607 | 42 3413 SAEED | 733 Té6 447 1.9 245 28284
Premier bard: Ltd 10000 [ 281 16578 4007 | 38 5002 3la3 | 751 Y19 -4.29 23 2A2 14.00
2
Mwhutual Trust Bank 10000 &20 14209 14048 | 50 7332 4664 | 646 6.4 oo 1.74 221 2695
Ltd ]
Mletcantile B ark Lid 0436 | 554 52278 -564| 53 40.16 2422 718 678 -564 239 214 -10.29
Sonali Bank Lid 100.00 26085 12198 5354 1183 | FE2O 3382 261 3.5 3743 1.3 179 37.46
1]
Tatiata Bank Lid 100.00 | 13593 | 15660, 1521 | 850 7131 -l610| 3.48 4.0 1520 1.73 182 503
62 7
Agrani Bark Ltd 100.00 | 13269 | 10182, 23326 903 6132 3209 280 330 1771 182 212 16.54
41 1
Fupali Bank Lid 100.00 | 14500 | 19202, 3243 875 1032, 1201) 1.8 2.7 4581 1.41 158 -1.93
33 63

Sowrce: Calulation made by the autho rs’ using KonSi-DE A sofiware.

Table-4: Efficiency Report (Outputs) of the Banks during the year 2008-2009.
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LT ; Cutpnats Pararneters
e Irt, e/ T NPT A CPTA
Bariks ¥ Sg:lres Acua | Targd  Potential Acua [Target  Potential Actia  Target Patental
(+e) 1 [mproverrent 1 [mprovement 1 [mproverrent
(e (¥a) (¥}

AR Baric Lid 100.00 8.76 8.76 pooyp 274 24 0.00 31l 51l n.00
Ciy Bandc Lid o7.11 817 al7 0ao) o7o 1.41 10157 37 300 0.65
South Fast Bani 0.00 1.09 1.10 285
Ltd 100.00 028 02 1.10 315 1875
Prime Bank Lid 0a.77 8.24 8.3 1.20 111 1.72 .05 345 345 0.00
One Bank Lid 100.00 993 993 0.00 1.33 1.72 035 349 349 0.00
Matioral Bank Lid 100.00 8.01 & 042 219 219 poo 432 432 0.00
E;.étchﬁangla Bank 100,00 899 £899 goop 13s| 148 970 319 363 1370
IFIC BarkLtd 1opoo|  7a7| 767 0.00 144 1.73 200 34 340 0.00
Jatrmna Batd Lid 39,009 913 913 0.00 151 1.51 0.00 329 339 3.07
Trust BankLid 100.00 671 &.08 46| 085 257 20188 152 il 7033
Btac Bank Lid 10000 1107 1107 0.00 1.34 1.3 noo 438 438 0.00
ClakaBankLtd 100,00 10.03] 1008 0.00 118 1.33 12,50 356 361 1.32
Prefmer barlc Lid 100.00 8.01 901 0.00 .68 1.68 .00 3.29 401 24.50
Ivhitual Trug Barlk 811 164 308 4 038 fill. 32
Ltd 100.00 8.87 935 164 0.00
Ilercantile Barid Ltd 04 36 817 o017 0.00 1.22 143 2139 289 297 287
Sonali Bank Lid 100.00 540 540 ooo) 033 1.39 32247 399 399 0.00
Jarata Banls Lid 100,00 485 6,73 38.a0 119 1.28 782 435 435 .00
Agan Barkc Lid 100.00 510 557 940 141 1.41 [0.00 338 338 [1.00
Fapali BankLid 10000 402 54 3034 091 0.91 0.00 211 366 73.55

Smmrce: Cakubtion mede by the autl

nrs' usirg KonSi-DEA software.

Table-5: Potential Improvement (%) Schedule of the Inefficient Banks during 2008-2009

Inputs Outputs

. Efficiency Int. Op
In%f;cli:nt Scores EmN(l)ooi:es Bgﬁc(;lfes Exp/ Exp/ Int. Inc. | N.P/T. GIZT'
(%) 12% ;V %) T.A. TA | TA(%) | A ) | (o)

(%) (%)
T}ﬁeagﬁty 97.13 .89 1112 | 289 | -1909 | 000 | 10157 | 0.65
Prime Bank | 96.77 323 71590 | 322 | -3.20 1.20 54.95 | 0.00
Jamuna 89.99 -10.01 -10.01 | -10.01 | -10.00 | 0.00 0.00 | 3.07

Bank

Me];zﬁﬂe 94.36 -5.64 2422 5.64 | -10.29 0.00 2139 | 2.87

Source: Table 3 & 4

Table-6: Potential Improvement (%) Schedule of the Efficient Banks during 2008-2009

Inputs Outputs
efficient | “0OY | Noof | Noof | ¢ | O |t Inc.| NPT | GPIT.
Banks (%) Employees | Branches TX}&) TX}&) IT.A. A. A.
(%) (%) (%) (%) (%) (%) | (%)
I[ét]?i Bank 100.00 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00
South East
Bank Ltd 100.00 -36.21 -31.23 -12.84 41.19 0.00 1.10 | 18.75
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1(3316 Bank 100.00 28.40 47.63 545 | 9.19 0.00 | 2925 | 0.00
National

Bank L 100.00 5.60 12.91 1291 | -1851 | 042 0.00 | 0.00
Dutch

Bangla 100.00 2.09 2.09 209 | -16.11 | 0.00 970 | 13.70
Bank Ltd

Egc Bank |06 00 0.91 1179 092 | 3836 | 000 | 200 | 0.00
Eig“ Bank 150 00 30.88 40.48 4048 | 32.59 | 2046 2081'8 70.33
ﬁrgc Bank 100.00 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00
Et}(‘iaka Bank | 55 09 16.07 -28.89 4.47 28.84 0.00 | 12.80 | 1.32
Eﬁmr 100.00 489.77 31.63 -4.29 14.00 0.00 0.00 | 24.59
Mutual

Touct Ban | 100:00 140. 48 46.64 0.00 26.95 9.35 0.00 | 60.32

3224

Sonali Bank | 100:00 -53.54 -33.82 37.43 | 37.46 0.00 . 0.00
Janata Bank | 100.00 15.21 216.10 15.20 5.03 3880 | 7.82 | 0.00
giim 100.00 -23.26 -32.09 17.71 16.54 9.20 0.00 | 0.00
Rupali Bank | 100.00 32.43 18.01 4581 | -1.93 | 3032 | 0.00 | 73.55

Source: Table 3 & 4

Reference Contribution:

It shows the extent to which each Reference Unit has contributed in determining the efficiency of
an inefficient unit. Reference unit are those unit which are considered to be 100% efficient and against
which an inefficient unit has been directly compared. The contribution of each Reference unit to the
targets of an inefficient unit’s input or output is shown as percentage at the first row of the table 7(a) and
7(b). Furthermore, the deviation of an inefficient unit’s input or output values from the input output values
of peers are shown in subsequent rows. Reference Contribution provides information on which members f
a unit’s reference set have had the most influence to setting its targets for potential improvements. This
helps to identify the key units to compare its performance against inefficient unit. The contribution for
each variable is shown in percentage terms as well as the deviation from the peers. National bank, DBBL
bank and Trust have been identified as peers for The City Bank Ltd (table-7a). On the other hand AB bank,
South East Bank, Trust Bank and Janata bank have been identified as peer banks for Prime Bank limited.

Table-7(a): Reference Banks’ Contribution to Inefficient DMUs and its deviation from the input
output parameters value of Peers’ (Efficient DMUS)

Total
(%)

DMUs ‘ The City Bank (Efficiency Score: 97.11%) Prime Bank (Efficiency Score: 96.77%)

Total
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(%)
Peer References National Bank Dutch Bangla Trust Bank AB Bank South East Trust Bank Janata Bank
Bank Bank

Inputs/ Outputs Contribution Contribution Contribution 100 Contribution Contribution Contribution Contribution 100

(22.86 %) (51 %) (26.14%) (41.98%) (30.63%) (26.42%) (0.98%)

Relative Deviation from Peers’ Relative Deviation from Peers’
No of Employees(% ) 44.53% -4.36 -41.48 4.32 -9.55 -36.84 776.97
No of Branches(% ) 46.99% -14.46 -55.42 -8.33 -21.43 -55.95 911.90
Int. Exp/ T.A.(%) -10.11% 8.12 -18.05 -1.55 18.60 -29.61 -46.05
Op Exp/ T.A.(%) -1.30% -8.79 -54.72 25.71 -28.00 -20.57 -1.14
Int. Inc./T.A(%) -1.96% 10.04 -17.87 6.31 12.62 -18.57 -41.14
N.P/T.A(%) 212.86% 92.86 2143 146.85 -1.89 -23.42 7.21
GP/T.A(%) 40.72% 391 -4072 46.84 -23.85 -47.70 25.00
Source: Calculation made by the authors’ using KonSi-DEA software.

Table-7(b): Reference Banks’ Contribution to Inefficient DMUs and its deviation from the input
output parameters value of Peers’ (Efficient DMUS)

DMUs Jamuna Bank: (Efficiency Score: 89.99%) Mercantile B“‘g"“ks(gf;dency Score:
- Total Duteh . - Total
Peer References AB Bank Barzt)glll;';?ank Trust Bank Brac Bank ];l::ll;a P;‘se;ll;(er (%) B];:E]l(a Trust Bank P;e;?llker (%)
Inputs/ Contribution Contribution Contribution Contribution Contribution Cog:::hu 100 Cog:::hu Contribution Contribution 100
Outputs (16.16%) (1.83%) (20.64%) (2.64%) 31%) 2173%) 719%) (21.06%) (71.76%)
Relative Deviation from Peers’ Relative Deviation from Peers’
No of Employees (%) 53.13 51.52 =729 296.97 -17.80 -73.39 188.81 76.71 -49.28
No of Branches (%) 42.59 31.48 -31.48 25.93 -11.11 -29.63 33.96 -30.19 -28.30
Int. Exp/ T.A. (%) -13.49 -18.39 -38.15 -8.45 -0.14 2.32 -16.57 -36.77 4.60
Op Exp/ T.A. (%) -2.22 24.44 -38.22 75.56 -15.56 222 17.15 -41.84 -3.77
Int. Inc./T.A. (%) -4.05 -1.53 -26.51 21.25 10.41 8.54 -1.96 -26.83 8.07
N.P/T.A. (%) 81.46 -10.60 -43.71 -11.26 -2185 11.26 10.66 -30.33 37.70
GP/T.A. (%) 55.32 -3.04 -44.68 33.13 8.21 0.00 10.38 -37.02 13.84

Source: Calculation made by the authors’ using KonSi-DEA software.

In case of The City Bank, it is found that DBBL has had the great influence as reflected by the
contribution percentage (51%) shown in table (7a) and the National bank has had lowest influence among
its peers DMUs. In case of Prime bank the highest contributor and lowest contributor are AB bank
(41.98%) and Janata bank (0.98%) respectively.

In table-7(b) AB bank, DBBL bank, Trust bank, Brac bank, Dhaka bank and premier bank have
had been identified as peers for Jamuna Bank. Among the peers of this bank Dhaka bank, Premier bank
and Trust bank have had most influence representing by contribution percentage (31%, 27.73% and
20.64% respectively) and hence these banks are very good Reference Units under this circumstances.
Deviation of inefficient DMUs parameters(input or output) values from the parameters(input or output)
values of peer banks are shown under rows below the contribution percentage row. For example, Jamuna
Bank has 53.13% more Employees and 42.59% more Branches than its peer AB bank. On the other hand,
Jamuna bank’s Interest Exp/TA, OP. Exp/TA and Int. Inc/TA are lower than the AB bank by 13.49%,
2.22% and 4.05% respectively. Besides that the bank has had 81.46% and 55.32% more NP/TA and
GP/TA respectively than its peer AB bank.

Conclusion:

The DEA Analysis is a very effective approach to measure the efficiency of banks (DMU), if the
assumptions are realistic and model is perfect. Hence in this paper, the efficiency of the selected DMUs
has been analyzed on the basis of four specific inputs and three specific outputs only. This study shows the
performance of the each DMU relative to other DMUs under consideration and hence, it is not an absolute
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measure of performance. This study may be extended further with inclusion of other inputs and outputs of
the banks.
The following major observations were found in the above analysis:

>

>

>

Out of 19 commercial banks in Bangladesh both from public and private sectors during the year
2008-2009, only 15 were found efficient (Table-2).

AB Bank Limited were found as Star Perfrormars having maximum Reference Set Frequencies
(Tabe-2).

Jamuna Bank were found to be most Inefficient Banks among the Banks under study having
efficiency scores only 89.99% (Table-2)

The inefficient banks have to reduce the utilization of all inputs under consideration on the other
hand, these bank have to increase maximization of some of outputs (Table-5).

All the efficient banks except AB bank and Brac have to either increase or decrease the utilization
of input and maximization of outputs to remain competitive in the market.

All the inefficient banks are private commercial banks.
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