


w Institute of Microfinance

Figure 9: Pure technical efficiency of PRIME branches over the years of operating branch
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The location variable Kurigram was more technically efficient under variable return to scale and
less scale efficient compared to Rangpur district. However, it was also found that Nilphamari
district was more technically efficient compared to Rangpur district (Table 5). This promising
result suggest that for expanding PRIME branches in future, selection of proper location will
help to achieve higher efficiency.

6. Conclusions and Suggestions

DEA was applied to estimate the efficiency of PRIME branches in three different years by
means of input-oriented approach in the selected five districts in monga region of Bangladesh.
In all, efficiency analysis results showed that there was a considerable amount of inefficiency
and a substantial potential for increasing loan and savings through the improvement of total
technical, pure technical, and scale efficiency. The findings showed that over time, the efficiency
increased although the rate was slow. In 2012, the findings suggested that the same level of
outputs of PRIME branches could be obtained by reducing the inputs (i.e. Number of personnel
and fixed asset) by 10 to 21 percent. The pure technical efficiency is greater than the total
technical efficiency. Furthermore, the surprising result was that only 3 percent (4 out of 149) of
branches were found realizing constant returns to scale whereas 87 percent of firms were found
decreasing returns to scale. Hence, there was substantial capacity to augment the outputs or to
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reduce inputs in total branches.

Additionally, a second stage Tobit regression shows that the variation is also related to
firm-specific attributes such as branch age, PRIME to total member ratio, borrower per staff,
and location. From the above findings, it is recommended that branches should improve their
efficiency through better use of resources and reducing the amount of wastes. Since PRIME is
an ultra-poor program, it is, therefore, suggested that achieving higher efficiency might take a
long time since old branches were more efficient than new ones. It is also suggested that by
occupying more skilled labor, borrower per staff will be increased in the study areas. However,
Kurigram was less scale efficient and Nilphamari was more technically efficient in contrast to
Rangpur district. This potential result also proposes that for expanding PRIME branches in the
future, selection of appropriate location will help to achieve higher efficiency. The policy
implication of the study establishes that inefficient branches can also achieve higher level of
efficiency with strong fundamentals, selection of appropriate location, rational policy and
management.
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