
BENCHMARKING THE EFFICIENCY OF 
DOMESTIC BANKS IN MALAYSIA

BY

SURA YA BINTI AHMAD

AND

WAN NOOR HAZLINA BINTI WAN JUSOH

UNIVERSITI TEKNOLOG1 MARA (TERENGGANU) 
MALAYSIA

2012



ACKNOWLEDGEMENT

Bismillahirrahmanirrahim.

Alhamdulillah, all praises to Allah SWT the Most Gracious and the Most Merciful that with 

His blessings, we are able to complete our work despite all the obstacles we faced.

We must thank and acknowledge Universiti Teknologi Mara (Terengganu) Malaysia for 

awarding us the Excellence Fund to do this research in UiTM (T). Our research would not 

have been feasible without the full support from this inspiring institution.

We would like to express our deepest love and gratitude to all our dearest family members for 

providing us unfailing total support.

Last but not least, we also would like to record our sincere acknowledgement to Professor Dr 

Abdul Rahim Abdul Rahman from International Islamic University Malaysia for his crucial 

contributions, helpful comments, never ending encouragement and valuable expertise in this 

field.

Thank you.

VII



ABSTRACT

This study examines the relative efficiency of the nine Islamic subsidiaries and nine 

commercial banks in Malaysia from the year 2008 to 2010. To measure relative efficiency of 

the selected banks, the study applies the Data Envelopment Analysis in the analysis. The 

study adopts the intermediation approach in defining the inputs and outputs. The study selects 

personnel expenses and total customers deposits as inputs, while the output is total loans. 

This study found that the technical inefficiency of the selected banks in 2008 was due to the 

pure teclmical inefficiency. This indicated that the scale efficiency was higher than the pure 

technical efficiency. However, in 2009 and 2010, the pure technical efficiency was higher 

compared to the scale efficiency. Hence, the technical inefficiency was due to the scale 

inefficiency. Later, the study compares the efficiency of the Islamic subsidiaries and 

commercial banks using the independent sample t-test. The study found that there is no 

significant difference in the technical efficiency and pure technical efficiency level for Islamic 

subsidiaries and commercial banks. On the other hand, there is a significant difference in the 

scale efficiency level for both banks at p=0.014.
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