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Using the data envelopment (DEA) as a tool to measure the efficiency of banking risk
management. An application study on some Algerian commercial banks
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Abstract: This study aims to measure the efficiency of risk management in public banks in Algeria

during the period 2019-2021, by using the data envelopment analysis models (DEA-CRS and DEA-VRS
model), according to the input-oriented approach. Through which we wanted to know the extent to which
these banks are able to minimize the risks to which they are exposed. To achieve this we used four
variables, of which two inputs (liquidity risk and credit risk) and two outputs (ROA and ROE).

The results of the study showed that one bank achieved complete efficiency during the study period
according to the two models, which is the Algerian External Bank (BEA), As for the rest of the banks,
they are inefficient, and their levels of efficiency varied, ranging from 0.93 to 0.046 for the constant
returns to scale model and between 0.588 and 0.099 for the variable returns to scale model. We also
found that inefficient banks were characterized by a decreasing size return, which means that they were
unable to achieve efficiency gains by expanding their activities. Finally, the study concluded that public
banks in Algeria need to improve their risk management practices in order to improve their efficiency.
This could be done by strengthening their risk management systems and investing in risk management

training
Keywords: Banking risk management; liquidity risks; loan risks; risk management efficiency; banking
efficiency
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