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Abstract:

This study aims to analyze the dynamic relationship between the number of bank
branches and the average technical efficiency of a sample of Malaysian commercial bank.
The efficiency was measured using the basic model of Data Envelopment Analysis
(DEA), adopting the intermediation approach to determine the inputs and outputs of the
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sample. The study concluded that a reduction in the number of bank branches does not
necessarily indicate a decline in financial inclusion. Instead, it has been compensated for
through alternative digital channels. The relationship between the number of branches
and technical efficiency is neither consistently linear nor permanently inverse; rather, it is
unstable and governed by surrounding environmental conditions. The study offers
recommendations for improving the efficiency of the Malaysian banking sector in order
to extract strategic insights that can guide decision-makers toward a more efficient and
sustainable operational model.

Keywords: Technical Efficiency; Data Envelopment Analysis (DEA); Financial
Inclusion; Commercial Bank; Malaysia.
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