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PDF

This paper investigates X-e�ciency and productivity change in Australian banking between 1995
and 1999 using Data Envelopment Analysis (DEA) and Malmquist productivity indexes. It di�ers
from earlier studies by examining e�ciency by bank type, and �nds that regional banks are less
e�cient than other bank types. The study concludes that diseconomies of scale set in very early
and hence are not a su�cient basis on which to allow mergers between large banks to proceed.
Total factor productivity in the banking sector was found to have increased by an average annual
7.6 per cent between 1995 and 1999. All of the productivity increase was due to technological
advance shifting out the frontier. The banking sector's performance was less e�cient relative to
the frontier in 1999 than it had been in 1995.

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/journal/14678454
https://onlinelibrary.wiley.com/toc/14678454/2004/43/2
https://doi.org/10.1111/j.1467-8454.2004.00223.x
https://onlinelibrary.wiley.com/authored-by/Neal/Penny
https://onlinelibrary.wiley.com/doi/epdf/10.1111/j.1467-8454.2004.00223.x
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=000081223700001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=10.1016%2FS0378-4266%2898%2900129-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D23%26publication_year%3D1999%26pages%3D991-1013%26journal%3DJournal%2Bof%2BBanking%2Band%2BFinance%26author%3DN.K.%2BAvkiran%26title%3D%25E2%2580%2598The%2BEvidence%2Bon%2BEfficiency%2BGains%253A%2BThe%2BRole%2Bof%2BMergers%2Band%2Bthe%2BBenefits%2Bto%2Bthe%2BPublic%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1016%2FS0378-4266%2898%2900129-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=A1978FZ64500005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=10.1016%2F0377-2217%2878%2990138-8&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1978%26pages%3D429-444%26journal%3DEuropean%2BJournal%2Bof%2BOperations%2BResearch%26author%3DA.%2BCharnes%26author%3DW.W.%2BCooper%26author%3DE.%2BRhodes%26title%3D%25E2%2580%2598Measuring%2Bthe%2BEfficiency%2Bof%2BDecision%2BMaking%2BUnits%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1016%2F0377-2217%2878%2990138-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1996%26author%3DT.J.%2BCoelli%26title%3D%25E2%2580%2598A%2BGuide%2Bto%2BDEAP%2BVersion%2B2.1%253A%2BA%2BData%2BEnvelopment%2BAnalysis%2B%2528Computer%2529%2BProgram%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Drake, L. 2001, ‘E�ciency and Productivity Change in UK Banking’, Applied Financial Economics, vol. 11, pp. 557–
571.

Dyson, R.G., Thanassoulis E. and Bousso�ane A. 1990, DEA Tutorial, http://www.deazone.com/tutorial/index.h
tm

Fare, R., Grosskopf, S., Norris, M. and Zhang, S. 1994, ‘Productivity Growth, Technical Progress, and E�ciency
Change in Industrialized Countries’, American Economic Review, vol. 84, pp. 66–83.

Farrell, M.J. 1957, ‘The Measurement of Productive E�ciency’, Journal of the Royal Statistical Society, A CXX, Part
3, pp. 253–290.

Freixas, X. and Rochet, J.C. 1997, Microeconomics of Banking, The MIT Press, Cambridge, Massachussetts and
London, England.

Harper, I. 2000, ‘Mergers in Financial Services: Why the Rush?’, The Australian Economic Review, vol. 33, pp. 67–
72.

Kent, C. and Debelle, G., 1999, ‘Trends in the Australian Banking System: Implications for Financial System
Stability and Monetary Policy’, Reserve Bank of Australia Research Discussion Paper RDP 1999–05.

Neal, P. 2002, ‘Assessing Large Merger Proposals’, Economic Papers, vol. 21, pp. 31–43.

Oster, A. and Antioch, L. 1995, ‘Measuring Productivity in the Australian Banking Sector’, Paper presented to
Reserve Bank of Australia 1995 Conference, Productivity and Growth. http://www.rba.gov.au/PublicationsAnd
Research/Conferences/1995/index.html

Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Google Scholar

Google Scholar

Google Scholar

Google Scholar

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

http://www.deazone.com/tutorial/index.htm
http://www.rba.gov.au/PublicationsAndResearch/Conferences/1995/index.html
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D11%26publication_year%3D2001%26pages%3D557-571%26journal%3DApplied%2BFinancial%2BEconomics%26author%3DL.%2BDrake%26title%3D%25E2%2580%2598Efficiency%2Band%2BProductivity%2BChange%2Bin%2BUK%2BBanking%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1080%2F096031001752236825&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1990%26author%3DR.G.%2BDyson%26author%3DE.%2BThanassoulis%26author%3DA.%2BBoussofiane%26title%3DDEA%2BTutorial&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=A1994NA54200004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=e_1_2_1_7_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D84%26publication_year%3D1994%26pages%3D66-83%26journal%3DAmerican%2BEconomic%2BReview%26author%3DR.%2BFare%26author%3DS.%2BGrosskopf%26author%3DM.%2BNorris%26author%3DS.%2BZhang%26title%3D%25E2%2580%2598Productivity%2BGrowth%252C%2BTechnical%2BProgress%252C%2Band%2BEfficiency%2BChange%2Bin%2BIndustrialized%2BCountries%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=A1957XF53400001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=10.2307%2F2343100&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1957%26pages%3D253-290%26journal%3DJournal%2Bof%2Bthe%2BRoyal%2BStatistical%2BSociety%26author%3DM.J.%2BFarrell%26title%3D%25E2%2580%2598The%2BMeasurement%2Bof%2BProductive%2BEfficiency%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.2307%2F2343100&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1997%26author%3DX.%2BFreixas%26author%3DJ.C.%2BRochet%26title%3DMicroeconomics%2Bof%2BBanking&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D33%26publication_year%3D2000%26pages%3D67-72%26journal%3DThe%2BAustralian%2BEconomic%2BReview%26author%3DI.%2BHarper%26title%3D%25E2%2580%2598Mergers%2Bin%2BFinancial%2BServices%253A%2BWhy%2Bthe%2BRush%253F%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1111%2F1467-8462.00137&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1999%26author%3DC.%2BKent%26author%3DG.%2BDebelle%26title%3D%25E2%2580%2598Trends%2Bin%2Bthe%2BAustralian%2BBanking%2BSystem%253A%2BImplications%2Bfor%2BFinancial%2BSystem%2BStability%2Band%2BMonetary%2BPolicy%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D21%26publication_year%3D2002%26pages%3D31-43%26journal%3DEconomic%2BPapers%26author%3DP.%2BNeal%26title%3D%25E2%2580%2598Assessing%2BLarge%2BMerger%2BProposals%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1111%2Fj.1759-3441.2002.tb00322.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1995%26author%3DA.%2BOster%26author%3DL.%2BAntioch%26title%3D%25E2%2580%2598Measuring%2BProductivity%2Bin%2Bthe%2BAustralian%2BBanking%2BSector%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Download PDF

Parham, D., Barnes, P., Roberts, P. and Kennett, S. 2000, ‘Distribution of the E�ciency Gains of the 1990s’,
Productivity Commission Sta� Research Paper, AusInfo, Canberra. http://www.pc.gov.au/research/sta�res/do
teg/index.html

Parham, D., Roberts, P. and Sun, H. 2001, ‘Information Technology and Australia's Productivity Surge’,
Productivity Commission Sta� Research Paper, AusInfo, Canberra.

Sathye, M. 2001, ‘X-e�ciency in Australian Banking: An Empirical Investigation’, Journal of Banking and Finance,
vol. 25, pp. 613–630.

Sikora, P. 2001, ‘The Four Pillars of Wisdom: The Major Banks Rethink their Strategy’, Journal of Banking and
Financial Services, vol. 115, no. 4, August, pp. 28–31.

Walker, G. 1998, ‘Economies of Scale in Australian Banks 1978–1990’, Australian Economic Papers, vol. 37, pp.
71–87.

Google Scholar

Google Scholar

Web of Science® Google Scholar

Google Scholar

CAS Google Scholar

Citing Literature 

ABOUT WILEY ONLINE LIBRARY

Privacy Policy

Terms of Use

About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.1467-8454.2004.00223.x
http://www.pc.gov.au/research/staffres/doteg/index.html
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2000%26author%3DD.%2BParham%26author%3DP.%2BBarnes%26author%3DP.%2BRoberts%26author%3DS.%2BKennett%26title%3D%25E2%2580%2598Distribution%2Bof%2Bthe%2BEfficiency%2BGains%2Bof%2Bthe%2B1990s%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2001%26author%3DD.%2BParham%26author%3DP.%2BRoberts%26author%3DH.%2BSun%26title%3D%25E2%2580%2598Information%2BTechnology%2Band%2BAustralia%2527s%2BProductivity%2BSurge%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=000167012600008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=10.1016%2FS0378-4266%2800%2900156-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D25%26publication_year%3D2001%26pages%3D613-630%26journal%3DJournal%2Bof%2BBanking%2Band%2BFinance%26author%3DM.%2BSathye%26title%3D%25E2%2580%2598X%25E2%2580%2590efficiency%2Bin%2BAustralian%2BBanking%253A%2BAn%2BEmpirical%2BInvestigation%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1016%2FS0378-4266%2800%2900156-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D115%26publication_year%3D2001%26pages%3D28-31%26journal%3DJournal%2Bof%2BBanking%2Band%2BFinancial%2BServices%26author%3DP.%2BSikora%26title%3D%25E2%2580%2598The%2BFour%2BPillars%2Bof%2BWisdom%253A%2BThe%2BMajor%2BBanks%2BRethink%2Btheir%2BStrategy%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=32&doi=10.1111%2Fj.1467-8454.2004.00223.x&key=1%3ACAS%3A528%3ADyaK1cXotVChtb4%253D&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1467-8454.2004.00223.x&refDoi=10.1111%2F1467-8454.00007&linkType=COI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D37%26publication_year%3D1998%26pages%3D71-87%26journal%3DAustralian%2BEconomic%2BPapers%26author%3DG.%2BWalker%26title%3D%25E2%2580%2598Economies%2Bof%2BScale%2Bin%2BAustralian%2BBanks%2B1978%25E2%2580%25931990%25E2%2580%2599&doi=10.1111%2Fj.1467-8454.2004.00223.x&doiOfLink=10.1111%2F1467-8454.00007&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://www.wiley.com/privacy


Contact Us

Training and Support

DMCA & Reporting Piracy

Sitemap

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

The Wiley Network

Wiley Press Room

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of arti�cial intelligence technologies or similar technologies.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential

https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

