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Two-stage evaluation of bank branch efficiency using

data envelopment analysis
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7. Conclusions

This paper presents a two-stage DEA analysis approach applied
in a Canadian bank’s national branch network to assess, in detail,
the main source of branch inefficiency and meet the needs of Bank
management at all levels.

In the first stage 816 branches across three different market
sizes and five different geographical regions are analyzed using
both BCC and CCR input-oriented models from three dimensions
—production (staffing), profitability, and intermediation
(Lending). Comparing with previous branch studies, this three-
dimensional efficiency analysis shows a significantly more
comprehensive evaluation of bank branch performance that is
also likely to be better accepted by branch level management.
Results show that poor performance in one aspect does not
predict similar poor results in the other two aspects. This suggests
the possibility that branch managers could, and would, choose to
focus on specific areas of performance likely due to their
particular operating environments. But a significant effect is the
willingness to accept the results as the managers are able to take

some credit where they do well while acknowledge where they
need improvements. Strong correlation between the results of the
Profitability model and the Bank’s current internal measures
confirms the reliability of these DEA models from the bank’s point
of view.
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