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Abstract :

This study aims to analyze banking efficiency and its role in managing credit risk, with a particular
focus on an applied study of a sample of public and private banks operating in Algeria during the
period 2019-2023. The primary objective of the study is to address the research problem: to what
extent are the selected banks efficient in hedging against the risk of non-performing loans?, the
study adopts the Data Envelopment Analysis (DEA) methodology to estimate technical and scale
efficiency, using the Variable Returns to Scale (VRS) model based on both the input-oriented
approach (BCC-I) and the output-oriented approach (BCC-0). Bank data were analyzed using
deposits and costs as inputs, and loans and revenues as outputs.Among the key findings, public
banks achieved full technical and scale efficiency in the years 2020, 2021, and 2023, while private
banks maintained full efficiency throughout the study period, with the exception of AGB Bank,
which recorded lower efficiency in 2019 and 2020.The study also confirmed that the Fixed Effects
Model is the most appropriate for analyzing the relationship between technical efficiency and credit
risk in both public and private banks.

Key Words: Technical Efficiency, Scale Efficiency, Credit Risk, Data Envelopment Analysis
(DEA), Panel Data Model, Fixed Effects Model.
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