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1- INTRODUCTION
Without increasing the efficiency, no economy can expect to raise
the standard of living of the society, because one of the factors that
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determine the welfare of the society will be the extent of people's
enjoyment of the limited facilities available in the society. In this regard,
special attention should be paid to increasing the efficiency of banks as a
symbol of the money market institution, which is one of the important
economic sectors. So that with the expansion of financial markets, the
activities of public and private banks are continuously taking on a wide
dimension. Undoubtedly, economic development without considering the
role of banking and its duties is impossible and futile. In Iran, the need for
internet banking has not yet been raised by the people and bank customers
as a vital necessity and need, and customers prefer to do their banking with
the traditional system rather than through electronic services, because still
some banks for reasons that Mainly due to systematic weaknesses and
traditional views on the banking category, they have many shortcomings.
This research is to investigate the efficiency of banks (Eghtesad Novin,
Pasargad, Sarmayeh, Saderat, Mellat, Tejarat and Refah) and government
(National, Development of Export and Industry and Mining) in the study
period (1393-1395) and compare their efficiency with each other. It was
done by two parametric methods (function estimation) and non-parametric

methods (mathematical programming methods).

2- THEORETICAL FRAMEWORK

Efficiency indicates the productivity of an organization from its
resources in the field of production compared to the best performance at a
point in time. Generally, efficiency is defined as the ratio of output to data.
When a process contains a data and an output, the calculation of efficiency
is simple. But when there is more than one data and output for the process,
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it needs a method to combine these data and output to be able to achieve a
performance measure. However, today, two parametric (econometric) and
non-parametric (linear programming) methods are used to evaluate
efficiency. A look at the state of banks shows that banks seek to increase
efficiency in order to increase their competitive power. For this purpose, a
comprehensive study of the efficiency status of these units should be done
first, and in this way, appropriate policy makers will be made to improve
their efficiency. On this basis, the purpose of this research is to investigate
the efficiency of lranian banks in two groups: government (national,
export development and industry and mining) and private (Eghtesad
Novin, Pasargad, Sarmayeh, Saderat, Mellat, Tejarat and Refah).

3- METHODOLOGY

Performance studies and its measurement can be done using a non-
parametric or parametric approach. In this research, two parametric
methods (function estimation) and non-parametric methods (mathematical
programming methods) are used to check the efficiency of private and
public banks and compare their efficiency with each other. For this
purpose, three methods of input-oriented, cluster-oriented and frontier
production function of data coverage analysis with revenue approach and
value-added approach were used. The assumptions used include the
assumption of constant return to scale and the assumption of variable
return to scale. In this study, three models of input-oriented and output-
oriented and frontier production function were used with two approaches.
that for all three models, two approaches of added value and income were
considered in two input-oriented and staff-oriented models; The added
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value approach of the dependent variable of deposits is a function of the
types of facilities, the number of branches, and the number of employees,
and in the income approach, the dependent variable of the facilities is a
function of the explanatory variables of the number of branches, the
number of employees, and the types of deposits, and the efficiency results
obtained from the above two approaches, assuming a constant return to
Scale and variable efficiency relative to scale were analyzed. In the
frontier production function model, in the approach of the added value of
deposits, the dependent variable is the number of branches, the number of
employees, the facility will be the independent variable, and in the income
approach, on the contrary, the variable of the facility is a function of the
explanatory variables of the deposit, the number of branches, and the
number of employees. DEAP and FRONTIER software have been used to
estimate the desired models.

4- RESULTS & DISCUSSION

The findings of the data coverage analysis method with the added
value approach indicated that private banks are more efficient compared to
the state banks, while the results of the data coverage analysis method with
the income approach show the efficiency of the state banks compared to
the private banks and on this basis, it can be said According to the data
coverage analysis method, private banks have been more efficient
compared to state banks. The results of the frontier production function
method both for the added value approach and for the income approach
indicate that private banks are more efficient compared to state banks. In
this way, according to all the results obtained and their comparison, it can



260 Quarterly Monetary & Financial Economics # Vol. 29 ¢ No. 2 ¢ Autumn 2022 & Winter 2023

be said that during the period in question, private banks were more

efficient compared to state banks.

5- CONCLUSIONS & SUGGESTIONS

The results of comparing the efficiency of banks with the income
approach indicate that the economic efficiency of state banks is higher
than that of private banks, while with the added value approach, we
achieved the opposite result. According to the results of the research on the
privatization of financial markets, it should be taken into account and the
privatization process of other state-owned banks should be speeded up
wisely. Also, based on the advantage of private banks over state-owned
banks in terms of technical efficiency in both revenue and added value
approaches, state-owned banks using the experience of private banks,
including the appropriate use of new management methods, customer
orientation, updating information technology and related technologies
With the banking industry, diversify banking services and improve the
level of efficiency of personnel with continuous training to approach the
border of technical efficiency.

Keywords: bank, frontier production function, data envelopment

analysis, efficiency.
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