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Abstract: Banks are financial institutions that have a direct impact on the growth and
development of countries by providing liquidity to economic units. Nowadays, due to the
competitive environment of banks, banks have to constantly check their performance and
improve it in order to maintain their survival. Therefore, studying and evaluating efficiency
and performance in the banking sector is important. The current research evaluates the
economic performance of selected banks in the country using models compatible with the
basics of production economics. The results of the research have been compared with the
results of traditional models of performance evaluation. The data of this research is related to
14 selected banks in Iran's banking industry in the years 2019 to 2019, which were collected
according to the audited financial statements of these banks during the period under review.
The variables of capital, total deposits, and total assets have been used as inputs and the
variable of profit as the output of the study. The results show the more favorable performance
of private banks compared to public and semi-public banks.

Introduction: Given the important role that banks play in the economic growth and
development of the country, banks are required to be aware of the performance of their
branches in order to maintain their survival and competitive advantage. Farrell first presented
the concept of efficiency in 1957. The efficiency of a decision-making unit that consists of
several inputs and several outputs is calculated as the ratio of the weighted sum of outputs to
inputs. For efficient units, this ratio is equal to 1. The concept of efficiency expresses the
degree of success of a firm or a decision-making unit in optimally allocating inputs to
produce outputs. In the literature on performance evaluation and management, different types
of economic efficiency can be mentioned. In the present study, multiplicative models of
efficiency evaluation that are more compatible with the principles of production economics
have been used.

Materials and Methods: The parameters of capital, total deposits received and total assets
are considered as research inputs and the parameter of net profit (loss) as research output,
respectively. Considering the input and output values, the value of the objective function
related to the radial and non-radial models under the two assumptions of constant returns to
scale and variable returns to scale for each of the units has been calculated using the DEA
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models and Lingo software.

Results and Discussion: The use of additive and multiplicative models is preferred over the
and models because they focus on reducing inputs and increasing outputs at the same time.
However, what makes multiplicative models superior to additive models is that the shape of
the production function in multiplicative models is S-shaped, while in additive models this
function is convex. According to the principles of production economics and
microeconomics, the production function is not necessarily convex and in some areas
includes convexity. The multiplicative model, unlike the radial and additive models, allows
for increasing, constant and decreasing marginal products along the production frontier. And
it simultaneously includes three production characteristics _convexity, linearity and
convexity _ of a production function, as a result of which the production function estimated in
this model is superior to other models.

Conclusions: The use of additive and multiplicative models is preferred over the and models
because they focus on reducing inputs and increasing outputs at the same time. However,
what makes multiplicative models superior to additive models is that the shape of the
production function in multiplicative models is S-shaped, while in additive models this
function is convex. According to the principles of production economics and
microeconomics, the production function is not necessarily convex and in some areas
includes convexity. The multiplicative model, unlike the radial and additive models, allows
for increasing, constant and decreasing marginal products along the production frontier. And
it simultaneously includes three production characteristics _convexity, linearity and
convexity _ of a production function, as a result of which the production function estimated in
this model is superior to other models.

Keywords: Efficiency Assessment, Convex-Concave Efficiency Frontier, Data Envelopment

Analysis, Iranian Banking Sector.
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