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Abstract

Purpose: Bank efficiency is a fundamental pillar of financial stability and economic growth and is influenced by both
internal and external factors. In recent years, growing attention has been devoted to the role of institutional quality and
corporate governance in explaining banking performance and efficiency. This study aims to evaluate the impact of
institutional quality and corporate governance on the efficiency of Iranian banks using a combined approach based on
Data Envelopment Analysis (DEA) and panel econometric models.

Methodology: This research is applied in purpose and desctiptive—analytical in methodology. The dataset consists of
financial information of Iranian commercial banks and the World Governance Indicators over the period 2019-2023. In
the first stage, banks’ technical efficiency scores ate calculated using an input-oriented DEA model under variable returns
to scale. In the second stage, the effects of institutional quality and corporate governance mechanisms on efficiency
scores are examined through a panel Tobit regression model.

Findings: The results show that the average efficiency of Iranian banks is below the efficient frontier, and a considerable
proportion of banks suffer from technical inefficiency. Furthermore, institutional quality and corporate governance have
a positive and statistically significant effect on bank efficiency, while credit risk exerts a negative impact on efficiency.

Originality/Value: The findings suggest that simultancous improvements in the institutional environment and
corporate governance structures can play a crucial role in enhancing efficiency and reducing resource misallocation in
the Iranian banking system. The results provide important policy implications for monetary authorities, regulatory bodies,
and bank managers in designing institutional reforms and strengthening banking governance.
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Table 1- Descriptive statistics of research variables.
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Table 3- Average efficiency trend of banks (2019-2023).
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Figure 1- Average efficiency trend of Iranian banks.
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Table 4- Correlation matrix of main variables.
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