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MALMQUIST-LUENBERGER PRODUCTIVITY INDEXES FOR DYNAMIC
NETWORK DEA WITH UNDESIRABLE OUTPUTS AND NEGATIVE DATA

Pooja BANSAL*® AND APARNA MEHRA

Abstract. The data envelopment analysis (DEA) technique is well known for computing the
Malmquist-Luenberger productivity index (MLPI) in measuring productivity change in the decision-
making units (DMUs) over two consecutive periods. In this research, we detect infeasibility of the
directional distance function (DDF) based DEA model of MLPI under the variable returns to scale
technology when data takes on negative values. We address this problem by developing a novel DDF-
based DEA model that computes an improved MLPI. We extend the DDF approach to the dynamic
network structure and introduce the dynamic MLPI for analyzing the performance of DMUs over time.
We also develop the dynamic sequential MLPI to detect shifts in the efficient frontiers due to random
shocks or technological advancements over time. The dynamic network structure in the two indexes
comprises multiple divisions in DMUs connected vertically by intermediate productivity links and hor-
izontally over time by carryovers. The proposed models are feasible and bounded with undesirable
features and negative and non-negative data values. Real data of 39 Indian commercial public and
private banks from 2008 to 2019 used to illustrate the two indexes.
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1. INTRODUCTION

Productivity improvement is essential for the long-run sustainability and well being of the firms. How well a
firm stand in an environment of cut-throat competition hinges on how well the firm performs on the produc-
tivity front. Given the importance of productivity change, a large body of literature has emerged, aiming at
measuring the productivity growth rates using a range of productivity measurement approaches. The earliest
methodological developments is attributed to the work of Solow [66] who measured productivity growth using
a growth accounting framework. Among the later methodological innovations that enticed a large number of
practical applications are Malmquist productivity index (MPI) and Malmquist-Luenberger productivity index
(MLPI). These indexes allow decomposing the productivity change into two distinct drivers: efficiency change
(EC) and technical change (TC). Though both MP{I and MLPI have emerged as standard tools for comput-
ing productivity change, their computation using the non-parametric DEA-based framework attracted more
attention both at methodological and application levels.
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The parametric and non-parametric approaches co-exist to measure the efficiency and productivity of entities.
However, the two approaches exhibit some advantages and limitations. While, on the one hand, the parametric
methods (like stochastic frontier analysis) assume the functional form of the frontier and estimate the parameter
in it, the non-parametric method avoids the same altogether. Moreover, unlike parametric techniques, which
require parameter estimation in the regression model of the explanatory variables and the probability distribu-
tion of the error measure (or noise), the non-parametric methodology of DEA is deterministic. Hence, it does
not suffer from estimation errors.

Our present research contributes to both the methodology and the applications. On the theoretical side,
we discovered that in the case of negative data, the modified MLPI model in [18] is infeasible. Briec and
Kerstens [7] pointed out that many of Malmquist productivity indices models are infeasible. In another work,
Briec and Kerstens [8] highlighted the infeasibility of the directional distance function (DDF) based Luenberger
productivity index model. It is thus natural to recommend a remedy for it. Taking a leaf from the work of Lin
and Chen [46], we propose a novel DDF to build an upgraded MLPI model. We prove that the proposed model
is feasible for any real data, thus fully resolving the MLPI DEA model’s long-standing infeasibility issue.

Secondly, we note that the traditional MLPI model treats production technology as a black box, excluding
intermediate goods or linking activities. We strive to delve deep and unlock the black box in this study in order to
reveal the dynamic network structure’s insight and complex function. In the dynamic network DEA framework,
we propose the dynamic Malmquist-Luenberger productivity index (DMLPI) to assess productivity growth of a
unit. However, we realized that, like MLPI, the DMLPT also suffers from the inconsistency issue pointed out by
Aparicio et al. [2]. The inconsistency in MLPI referred to a situation when the numerical value did not measure
the actual production frontier shifts properly. Aparicio et al. [2] put forward a new postulate, closely related
to the notion of sequential frontiers, and showed that the models based on sequential frontiers provide a more
reliable measure than the traditional model in computing MLPI. In the same spirit, we finally introduce the
dynamic sequential MLPI (DSMLPI) in the dynamic network framework to evaluate the sequential productivity
change across different periods and different divisions in the presence of desirable and undesirable outputs with
negative data values. The DSMLPI overcomes the technical regress while computing productivity growth over
consecutive periods in network dynamic DEA.

To the best of our knowledge, there is no research reported in the literature to cognate DMLPI and DSMLPI
in the dynamic network structure under the variable returns to scale (VRS) technology in the presence of
negative data-values. The proposed indexes capture the productivity growth or regress independently of the
scale change under VRS. At the application level, we analyzed the data of Indian commercial banks from 2008
to 2019 to highlight the viability of DMLPI and DSMLPI.

The paper is structured as follows. In Section 2, we briefly review the relevant DEA literature including
dynamic and network framework research, and models involving negative data values. We also present the
literature on variants of Malmquist productivity indexes. Section 3 revisits the issue of infeasibility in MLPI in
the presence of negative data values. We identify a new direction vector and apply it to formulate an improved
MLPI to fix the specific case. Section 4 explains the dynamic network structure in the series. Section 5 introduces
the DMLPI and formulates the DDF based DEA model to compute it. The model is shown to be feasible and
bounded. Section 6 proposes the DSMLPI, utilizing the sequential DEA frontier composed by applying all data
from the reference benchmark time. We also compare the two indexes on the synthetic data. Section 7 presents
an application of the two proposed indexes in analyzing productivity change in 39 Indian commercial banks
from 2008 to 2019. In Section 8, we present our findings as well as our plans for future research.

2. LITERATURE REVIEW

A relevant literature on network and dynamic DEA along with a quick overview of Malmquist productivity
index are presented in this section.



DYNAMIC MALMQUIST-LUENBERGER PRODUCTIVITY INDEXES 651

Dynamic DEA models

The dynamic DEA models study the efficiency change in a decision making unit (DMU) in the presence of
inter-temporal dependence of input-output data over a multi-period scenario. The situations at which inter-
temporal dependence may occur can be divided into two cases. The first case is when the output level is affected
by the change in the capital stock over various production periods. The capital stock is the plant, equipment,
and other assets that help with production. Emrouznejad and Thanassoulis [20] presented the case of dynamic
DEA where the inter-temporal dependence takes place by changing the capital stock among various production
periods. Ghobadi [32] introduced a generalized DEA model to pursue such an inter-temporal dependence and
extend the questions from inverse DEA to the dynamic DEA.

The second situation for inter-temporal dependency refers to the case in which some outputs produced in a
period are utilized as inputs in the next period. Such variables are termed carryovers, which are transmitted
over different periods to establish interdependence. The performance of a unit in a given period can be affected
by its performance in previous periods. Fare and Grosskopf [25] designed a dynamic DEA model to count the
effect of carryovers in efficiency analysis. Since then, there is a burgeoning research [21, 40,54, 57], to quote a
few, in developing models and highlighting applications of dynamic DEA. A survey by Mariz et al. [52] records
the evolution of the literature on dynamic DEA models from 1996 to 2016. Tone and Tsutsui [68] introduced
a dynamic DEA model applying the SBM approach and classified carryovers into four categories, namely,
desirable, undesirable, discretionary, and non-discretionary carryovers. Desirable (undesirable) carryovers are
treated as desirable (undesirable) outputs at period ¢ and desirable (undesirable) inputs to period ¢+ 1. Retained
earnings, net earned surplus, carry forward losses, belated demands, non-performing loans, are a few examples
of carryovers in different businesses.

Network DEA models

In the classical form, DEA treats the entire system as a single process black box and aggregate the data to
evaluate the efficiency of DMU with no attention to the intermediate products linking the initial inputs to the
final outputs. For instance, in an industrial plant composed of multiple independent divisions, a division can
produce intermediate products for other divisions to use, giving rise to a network production system. A network
DEA model allows investigating the structure and processes inside a DMU. The overall efficiency of the system
in a network DEA model reflects the efficiency of divisions in contrast to the traditional DEA models. Charnes
et al. [11] were the first to develop a two-stage network DEA model. Kao [41] developed the network DEA model
with the classification of two-stage series and parallel structures. Subsequently several authors [13,16,37] made
contributions in developing models and highlighting applications of network DEA in a variety of domains under
different types of data-sets. One can refer to the text by Kao [42] for more on network DEA.

Integrating the dynamic and network structures into one, Tone and Tsutsui [69] applied the SBM approach
to propose a dynamic network DEA (DNDEA) model and called it by a dynamic network slack based model
(DNSBM). In this non-radial DEA model, they introduced the carryovers to connect the divisions of a DMU in
different periods. Tavana et al. [67] proposed the RDM based dynamic two-stage DEA model for handling neg-
ative input-intermediate-output data assuming both the desirable and undesirable carryovers between different
periods. Ferndndez et al. [28] reviewed the applications of the DNDEA in diverse fields. Avkiran [6] applied a
DNDEA model in commercial banking. One can refer to [10,35,74], and references therein, for more insight on
DNDEA.

Productivity indezes

The MPI, established by Caves et al. [9] after being introduced by Malmquist [51], analyses productivity
change over time. This index is characterized via distance functions and defined as the geometric mean of indexes
in two consecutive periods. Chen [12] extended MPI into a non-radial MPI in order to alleviate inefficiencies
caused by the non-zero slacks. Some of the recent applications of MPI include studies by Falavigna et al. [24],
Fernandez et al. [28], Walheer [71], Njuki et al. [55], and a few more. Conventional MPI fails to assess the
actual productivity improvement in the presence of undesirable outputs and their influence on productivity
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(see, [18,19]). Chung et al. [14] applied the DDF approach to define the MLPI to quantify productivity and
environmental performance in the presence of undesirable outputs. Aparicio et al. [2] explored the issue of MLPI
inconsistency and introduced a new postulate on undesirable outputs to fix it. Using their research, Aparicio
et al. [4] examined the environmental performance of 39 nations from 1995 to 2007, concluding that technical
advancement is the primary driver of productivity growth. Emrouznejad et al. [22] noted that the MLPT inherits
the weakness of infeasibility while calculating the cross-period DDFs. Later on, Du et al. [18] raised the concern
of infeasibility in computing MLPI and provided a modified variation that used the direction vectors described
by Lin and Chen [45] to solve the long-standing problem.

Apart from these studies, Oh et al. [56] discussed inappropriate consideration of the technical features in
MLPI. The MLPI operates on the synchronous DEA frontier which assumes that the efficiency frontier in each
period envelops the observations from that period only and does not depend on the data of the previous periods.
In other words, the efficiency analysis in the subsequent periods does not take into account the technology of the
previous periods, and hence, the inward movement of the efficient frontier may indicate some technical regress.
Kumar [44] observed technical regress while employing the conventional MLPI. Shestalova [65] argued that tech-
nology should be considered in the state of progress or at least remaining unchanged with the progress in time.
The technical regress registered in MLPI is rather uncommon in the industrial sector except for some specific
areas. Oh et al. [56] came up with an alternative measure for the environmentally sensitive productivity growth,
liberated from factitious technical regress. The new measure named the sequential Malmquist-Luenberger pro-
ductivity index (SMLPI) is the amalgamation of successive sequential reference production sets and the DDF.
The notable advantage of SMLPI is that it is circular and operates with sequential DEA frontier, which, in a
specific period, envelops all the data points observed up to that time, leaving no possibility of registering any
technical regress. Due to the incorporation of past periods information, the SMLPT is less sensitive than MLPI
to the presence or absence of a specific observation in the data.

DEA models with negative data

Scheel [62] suggested to treat negative inputs (outputs) as positive outputs (inputs) to measure efficiency.
Seiford and Zhu [63] pointed out that such an arrangement alters the original input-output framework of
the process. Ali and Seiford [1] applied data transformation approach using a shifted negative transformation
Y(x) = —z 47, 7 > 0 (sufficiently large) to transform the data into positive values. This method is sensitive to
the choice of the shift parameter 7, and can result in inconsistent outcomes [73].

Subsequent years witnessed some research suggestions to tackle negative data values directly. Among all such
studies, the range directional measures (RDM) [59], modified slack based measure (SBM) model [64], and semi-
oriented radial measure (SORM) model [23] proved to be useful. Matin et al. [53] and Jahanshahloo and Piri
[38] presented the modified SORM models. Lin and Liu [47] analyzed the conditions satisfied by the direction
vectors so that the super-efficiency model remains feasible and yields bounded super-efficiency scores in the
presence of negative data.

In this paper, we adopt the DDF approach to propose MLPI in a dynamic network DEA framework. We
stick to the DDF based DEA modeling for two reasons. One, the DDF aims to increase the desirable outputs
while concurrently reducing the undesirable outputs [14]. And two, the findings of Russell and Schworm [61]
showed that all path-based indexes, including DDF, satisfy continuity property and violate indication property.
Continuity property ensures that a minor error in measuring the input-output data results in only a small error
in the efficiency score, and indication property provides that the index value is equal to some specified value if
and only if the evaluated DMU is efficient.

Another essential component of our study is adopting variable returns to scale (VRS) in production tech-
nology. Coelli et al. [15] and Kourtzidis et al. [43] argued that due to a variety of variables like imperfect
competition, budgetary constraints, the decision making units (DMUs) may be forced to operate at a scale that
is not necessarily optimal, while constant returns to scale (CRS) measures results in optimal scale operation by
all DMUs. Wheelock et al. [72] suggested to assume VRS for better capturing the effects of technical advances
and regulatory changes amongst DMUs of various sizes. Fare et al. [27] pointed out that CRS technology is
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inconsistent in the presence of negative valued data, and thus advocated using the VRS technology in pro-
ductivity analysis. Lovell [48] presented decomposition of Malmquist index under CRS and VRS production
technology following the decomposition of Ray and Desli [60].

Zofio et al. [75] claimed that any Malmquist index under VRS would not be regarded as a productivity
index. Earlier, Grifell-Tatje and Lovell [33] and Lovell et al. [49] raised an issue of elucidation of Malmquist-type
indices under VRS. In response, Portela et al. [58] asserted that the Malmquist index under VRS captures the
productivity change net of the scale economies. We follow this assertion, and consider the productivity change
to be independent of the scale efficiency change factor.

3. THE MLPI AND INFEASIBILITY CONCERN

In this section, we highlight the persistent issue of infeasibility in MLPI while computing the cross-period
DDFs in the presence of negative data values. We design a new direction vector to resolve this issue.
We shall be using the following notations in this section.

j€{l,...,n}: the index set of n DMUs

1€ {1l,...,m}: the index set of m inputs
re€{l,...,s}: the index set of s desirable outputs
p€{1,...,q}: the index set of ¢ undesirable outputs

Xi= (xlj, oot -)/: the vector of inputs consumed by DMUj in period ¢

mj
YA = (ylj, e ,yéj)/: the vector of desirable outputs produced by DMUj in period ¢

Ut (ulj, . ,uflj)/: the vector of undesirable outputs produced by DMUj in period ¢

)\;. the intensity scalar of DMU j in period ¢
0: the DMU under evaluation.

The MLPI measures the productivity change in two consecutive periods ¢t and ¢ + 1 by noting the most
substantial increase in the desirable outputs compatible with the reduction in the undesirable outputs. Under
the CRS assumption, Chung et al. [14] defined the production possibility set (PPS) of period ¢ considering the
data of period t + 1 as follows:

Pt — (Xt+17yt+1’Ut+l) | Xt+1 > Z)\?th’ Yt+1 < Z)\tyt Ut+1 ZAngt7 )\t > O7 ] — 1’ con
: =1

(3.1)

where X1 = (X7 ... ,Xf,fl)/, vl = (vt Y;H)l, Uttt = (Uit ULt!), are respectively the
input, desirable output, and undesirable output vectors in period ¢ + 1.
The DDF D! (X1, Y+ U!) of DMU, under CRS assumption is described as follows:

(Ml) Dt (Xt+1 Yt+1 Ut+1) — max ﬂo
8.t Z” Ui = (14 Bo)yrd ™, r=1,...,s,
Z)‘tQCZJSxijl? i=1,...,m,

Z)‘t pj_ 1_60) ;-517 p:17"'7q7
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Bo € R, X >0, j=1,...,n.

The DDF D!( X' YL t*+1) can be viewed as the function that evaluates data of DMU, from period
t + 1 with respect to the production technology of period ¢. An explanatory graphical illustration of MLPI in
Section 8.4 in [42] depicts the DDF for a DMU consuming the data and production technology from different
periods.

Following Caves et al. [9], Chung et al. [14] defined the DDF based MLPI under CRS assumption as the
geometric mean of indexes of two consecutive periods ¢t and ¢ + 1 as follows:

ML(tﬂf-‘rl) B 1+ Dt(Xt,Yt, Ut) 1+ l)1ﬁ+1()(t,}/t7 Ut) % 19
~ 14 DXL Yyt Ut x 1+ DXLyttt ity | (3.2)
Note that the PPS under VRS assumption is the same as P’ with an additional constraint =1 AL =11in

(3.1).

Du et al [18] observed infeasibility in (3.2) under both CRS and VRS assumptions while calculat-
ing the cross-period DDFs namely, Df(X Vi 1) and D! (X* Y* U"). They proposed to replace
the equality constraints in the undesirable outputs to the inequalities U*T! > > i1 AU} in the PPS P
amounting to replacing the weak disposability by strong disposability in the undesirable outputs in (3.1).
A different case is made under VRS assumption, where following Lin and Chen [45], Du et al. [18] chose
(—xf:l — maXlSjgn{xfj}, yﬁ'o"'l, ;'(")'1 — maxlgjgn{u;j}), i=1,....m,r=1,...;s,p=1,...,q, as a refer-
ence bundle to calculate the DDF of DMU, in period ¢ consuming the data of period ¢ + 1 as follows:

(M2) Dt(Xt“ YL U = max 3,

s.t. Zx\t yT] > (14 Bo)yttt, r=1,...,s,

1<5<n

n
Z/\tx <(1-P8y)x Zjl—ﬁomax{mu} i=1,...,m,
j=1

n

Z/\t Upj < (1= Bo)uy, o ﬂomax{um} p=1,...,q,

= 1<j<n

n

S oA =1,

j=1

Bo €R, X > 0, j=1,...,n.

Model (M2) thoroughly addresses the infeasibility issue in MLPI except in one case when the data involves
negative values. The following exhibit demonstrates this situation.

Illustration 3.1. Consider the dataset of 7 DMUs having one input, one desirable output, and one undesirable
output, in two periods ¢t and t + 1 as described in Table 1. Columns 2 and 5 report the input, columns 3
and 6 present the desirable output, and columns 4 and 7 show the undesirable output in periods ¢ and ¢ + 1,
respectively. Column 8 shows the cross-period efficiency score D' (X1, Y+ U1} applying model (M2). The
model corresponding to unit G is observed to be infeasible.

Infeasibility limits the broader applications of MLPI in problems involving negative data values such as the
return of investment, the profit in business, and so on. Silva Portela et al. [59] documented several drawbacks of
data transformation and proposed a DDF based DEA model. Lin and Chen [46] proposed a modified DDF based
super-efficiency model to overcome the infeasibility issue with negative data in the super-efficiency analysis.
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TABLE 1. The two period data of 7 DMUs and the cross-period efficiency scores by model (M2).

DMU Xt Yt Ut Xt+1 Yt+1 Ut+1 Dt (Xi+1, Yt+1, Ut+l)

A 2 4 4 0 2 -2 —0.0833
B 4 8 -3 2 7 —6 Infeasible
C 0 -4 2 5 4 1 0.1954

D 3 4 -2 7 2 1 0.3554

E 10 8 1 8 5 5 0.2762

F 5 7 -3 6 —6 2 0.3559

G 1 3 -5 3 9 —4 —0.3889

Taking motivation from their study, in this paper, we attempt to eliminate the infeasibility issue in MLPI by
formulating the new direction vector.

; ; t_ (,t ty ot (gt ty/ t (¢ t) w1
Define the direction vectors pf = (uf, ..., pl,), vi = (vi,...,vl), and W = (wf,... ,wq) with components

t .
- = &% max |ac| 1=1,...,m

oy 5 1<]<n{ ij } ) s 11h,y
¢

v, = min =T r=1,...,s

r 1<j<71{yrj} ’ ’ »

¢

wy = &1 * max |u | 1,...

L=¢ 1<J<n{ il p=1...4q

where 7, £, & are positive reals chosen such that the vectors (X! + pf), (Y — ) and (U™ +w') are
strictly positive.
Based on these new reference directions, a DDF is obtained as follows:

DY XL YL U™ = max{f] (1 - /)X = Bu', L+ HY™ = pv', (1 - HU™ — puf) € P'} (3.3)

Here, P! is taken with strong disposability in the undesirable outputs and VRS condition in (3.1). We propose
an improved VRS DEA model for calculating the DDF of DMU, in period ¢+ 1 via the reference technology of
period t as follows:

(M3) DX Y™ U™ = max 3,
st Y Nyl >yt 4 Byl =), r=1,s, (3.4)
SN al <altt = B, (alt + ), i=1,...,m, (3.5)
Z)\E u;j t+1 Bo( 1 —I—w;), p=1,...,q, (3.6)

SN =1, (3.7)
j=1
Bo €R, Xl > 0, j=1,...,n.

To begin, we’ll show that (3.3) is translation invariant. According to Aparicio et al. [3], a DDF is translation

invariant if and only if the directional vector associated with the translated sample of units is equivalent to the
one associated with the original DMUs.
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Assume that the outputs of all DMUs are translated to yﬁ; = yﬁj +7,r=1,...;s,5=1,...,n, t=1,...,T,
where, 7., r =1,...,s, are arbitrary constants. The translated l/ﬁl should be calculated by

t { } . t
v, = min — T = min C 4T ™= rnln + 7 77‘(—1/ —+ 7
P = iy i {y; o+ 7} - n {yn )+ "

Hence, the output directional vector of the translated DMUs yH'1 vl = yij'l +7 vt -1 = yﬁjl vt
remain invariant.

If all the inputs of DMUs are translated to x?f; =axj+m, i=1...,m j=1,...,nt=1,...,T, where,
n;, ¢ =1,...,m, are arbitrary constants. The translated uf should be calculated by

t
IEU

} &+ max {[af; +mil} = & max {[af;[} —m = pi = mi

i =&+ max{ 1<j<n

1<5<

note that, we translated ! by the opposite amount of the corresponding input translation to ensure translation
invariance of the input directional vector, as specified by Lin and Chen [46]. Hence, the input directional vector
of the translated DMUs zfj‘l — uﬁl = :cf;rl +n—pb—mn = zfj‘l — pt, remain invariant.

On the similar lines, we can show that the directional vector of undesirable output is translation invariant.
Hence, we conclude that the proposed DDF is tranlsation invariant.
Theorem 3.2. Model (M3) is feasible and bounded, and its optimal value 35 > —

Proof. The inequalities (3.4)—(3.6) can be written as follows:

_ S Ayl — ytd?

60 > yt'H _ l/t ) r=1, » Sy
ro
t+1 t t
Lio — Z )‘] ij
ﬁo < t+1 i=1,...,m,
+
t-‘rl Z )\t t
pO J p]
6o§ s p=l,,q

t+1 +
Upo + wp,
For a non-negative vector \! satisfying (3.7), we can choose (3,, as

t t+1 t+1 t ot t+1 t
< mi . Z )‘ yrg - yr—o’_ . Lio — Z )‘] ij up—g - Z )\j pj 3.8
8o < min| min t+1 " , in t+1 min = - - (3.8)
1<r<s Y — Uk 1<i<m + Mz 1<p<q + wy,

ro Upo

Therefore, we can find (\* = ()\3, j=1,...,n), B,) in the feasible set of (M3), ensuring that the model is
feasible. Moreover, by (3.8), the model is bounded above, hence, optimal solution exists with a finite optimal
value 3.

We next prove that 3 > —1. We show that, for any non-negative vector \* satisfying (3.7), we can find
positive constants 7, £, and & such that each of the three ratios in (3.8) are strictly greater than —1.

From (3.4), for any 7 > 0,

Nyt gt i (gt} — !

Z] 1NYr5 — Yro 1<
e > yt+1 ~ > 1, r=1,....8,k=1,..., K.
ro — Vg ro — Vg

If we choose £ such that

t+1
max ;[ — 2%,
xt+1 1<J<n{ } 20
¢ > maxq¢ 0, max { — 7 , max n ,
1<ism max {‘x |} 1<ism max {‘$1|}
1<j<n 1<j<n J
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TABLE 2. The cross-period efficiency scores by model (M3) on the data in Table 1, with
T=1 (=3, & =3.

DMU Dt (Xt+l7Yt+17Ut+l)

A —0.0276
B —0.1884
C 0.0842
D 0.1602
E 0.1318
F 0.1561
G —0.0843
then, £ > 0, and for all: =1,...,m,
1
Elrél]agn{’%’} > — fj , (3.9)
1S t ot ot
51%&2{ {’x”’} > 1Iilja<Xn{x”} — 227 Z)\] T — . (3.10)
t+1 _ Z ALt
From (3.9) and (3.10), we get that, for all ¢ = 1,...,m, t“ +put >0, and 2 — i=175% 1
Lio J'_ﬂjz:

Consequently, X**! + 4! > 0, and the second ratio in (3.8)
DA SN N

10 j=1"7 2]
1<i<m t+1+ﬂz

In a similar way, we can choose a constant & > 0 such that U*! 4+ w! > 0, and the third ratio in (3.8),
corresponding to the undesirable outputs, is strictly greater than —1.

Furthermore, at the optimal solution, there is at least one binding constraint in (3.4)—(3.6), else otherwise,
we can apply (3.8) to find a feasible solution with (, lower than the optimal value §*. Thus, 3% > —1. |

The cross-period efficiency scores on the dataset described in Table 1 by model (M3) are reported in Table 2.
The value of D (X*+1 Y#+1 ') is less than the corresponding values in Table 1 indicating that, in comparison
to model (M2), the DMUs at ¢ + 1 are closer to the efficient frontier at ¢ by our proposed model (M3) resulting
in better target values for the DMUs.

We use the data in Table 1 to present the graphical interpretation of the direction vector in computing the
cross-period DDF's, omitting the data of undesirable output for geometrical convenience. In Table 3, Column 2
records the 3 value by model (M3). Columns 3 and 4 depict the input and output targets for DMUs in period
t+ 1 when projected on the efficient frontier at a period ¢. The graphical representation of the efficient frontier
at period ¢, data from period ¢ + 1, and their associated targets on the efficient frontier are shown in Figure 1.

DMUs B, C, E, and G are all efficient at ¢, forming an efficient frontier at ¢ (shown in blue in Fig. 1). Rest
three units A, D, F (the blue dots in the PPS of t) are inefficient at ¢. The goal is to project the seven units
to this efficient frontier at period ¢ + 1 (as indicated by the green dots). To compute D!(X*+1 Y1) we apply
model (M3). We can observe that D!(X!*1 Y#+1) < 0 for units A, B and G, because they are beyond the PPS
of period t. To reach the efficient frontier at ¢, these three must raise their inputs and decrease their outputs at
t + 1. Our reasoning is supported by the results in columns 3 and 4. The remaining units C, D, E, and F are
located within the PPS of period ¢ and can meet their objectives as usual (by increasing output and reducing
input). In Figure 1, the direction vectors for the DMUs at period ¢t + 1 to attain the efficient frontier at period
t are red lines.
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TABLE 3. Projections of ¢ 4+ 1 period input-output data to the tth period efficient frontier,
where DY(X*F! Y1) computed using model (M3) with 7 = 1 and ¢ = 3.

DMUs Dt (Xt+17yt+1) Xt y;+!

A —0.0276 0.8295 1.8065
B —0.0357 3.1429  6.5714
C 0.0842 2.0545 4.7574
D 0.1602 1.0728 3.1214
E 0.1318 2.9909  6.3182
F 0.1667 0 —6.1667
G —0.0714 5.3571 8

10 4
8 - ——rh V'Y
<
6
—@ E
4 4 —e C
-4 .
‘é 2 o T————®8 D @ period t
g 0 T T T 1 ® period t+1
20 6 8 10 12
A targets
-4 4
-6 2 — = o F
_8 o
Inputs

F1GURE 1. Projections of DMUs data at ¢ + 1 to the efficient frontier formed by the data of
the DMUs at period ¢. The efficient frontier at ¢ is depicted in blue, the green dots represent
the data of DMUs at ¢t + 1, and projections of ¢t + 1 data on the efficient frontier at ¢ along the
proposed direction vectors are in red.

Model (M3) projects all units at ¢+ 1 on the efficient frontier at ¢; however, the projections are not necessarily
strong efficient. For example, at ¢ + 1, units F and G are projected onto the weak efficient frontier at t. Our
findings are consistent with those published by Portela et al. [59].

We are now in a position to introduce the improved MLPI as the geometric mean of two-period indexes as
follows:

14 DX, Y, UY) 14+ DX Y UY) )5

ML — x
1+ Dt (Xt—i—l, Y’t-{-l7 Ut+1) 1+ Dt—i—l(Xt-l-l’ Yt+1’ Ut+1)

1+ DHX', YUY 1+ DXL YT ) 14 prL (Xt Y Ut
—\1 + DHI(X L YL ) 1+ DX+ Yt+1 [t+]) X 1+ DXt Yt UY) ’

The term in the first bracket from the left depicts efficiency change or shift in the DMU from the efficient
frontier over the period. The term in second bracket measures the technical change, which itself is the product
of two factors measuring the frontier shift in the DMU at periods t + 1 and ¢, respectively. Note, ML®HD > 1
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Period 1 Period 2 Period T
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Input 2 Input 2 Input 2
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Link 2-3l Output 2 Link 2_3l Output 2 Link 2_3L QOutput 2
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Division K Carry K Division K Cary K + Division K W
Output Output Output K

FI1GURE 2. The dynamic network series structure with K divisions and T period of analysis.
The divisions are connected vertically through intermediate links and horizontally across time
by the carryover activities.

implies improvement in productivity while ML®*D < 1 indicates productivity regress due to its components,
efficiency change and technical change, not subject to the scale change from period ¢ to t + 1.

4. DYNAMIC NETWORK DEA STRUCTURE

The dynamic network DEA considers the internal network structure of a DMU over the period. In this paper,
we assume that the DEA network possesses a series structure in which each DMU comprises of K divisions
linked in series. Besides producing its outputs, the division also produces the intermediate products used by the
next succeeding division to produce its outputs. We assume that the outputs of each division are different from
their intermediate products. We also assume that each division is supplied with the exogenous inputs along
with the intermediate inputs received from the former division. The multiple divisions of a DMU are connected
vertically via the intermediate products and horizontally across the consecutive periods through the carryover
activities. Figure 2 presents the architect of the dynamic network DEA for a DMU.

We shall be using the following notations for dynamic network DEA models in the discussion to follow.

I': time horizon of study
j €{1,...,n}: the index set of n DMUs
k € {1,...,K}: the index set of K divisions

t € {1,...,T}: the index set of T periods
i €{1,...,m}: the index set of m inputs
r € {1,...,s}: the index set of s desirable outputs

p €{1,...,q}: the index set of ¢ undesirable outputs
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¢y €{1,...,ngood}: the index set of ngood desirable carryover
ly € {1,...,nbad}: the index set of nbad undesirable carryover
g €{1,...,h}: the index set of h intermediate products

0: a DMU under evaluation

Xi = (xtljk, . ,:Cfnjk)/: the vector of inputs consumed by DMU; for division & in period ¢

Yfk = (yfjk, . 7yﬁjk)l: the vector of desirable outputs produced by DMU; for divission k in period ¢
Uj), = (uﬁjk, o ,ufnk)/: the vector of undesirable outputs produced by DMU; for division k in period ¢

/
CH = (cﬁ-k, N jk) . the vector of desirable carryovers produced by DMU; from period
t to t + 1 for division k

/
o = (cll‘;k, NG jk) : the vector of undesirable carryovers produced by DMU; from period

t to t + 1 for division k

!/
Z5), = (zfjk, e z,t”.k> : the vector of intermediate products by DMU; from division k to k + 1
in period ¢

)\;k: the intensity scalar of DMU; for division k in period t.

Tone et al. [69] classify the carryover activities into four categories namely, desirable, undesirable, discre-
tionary, and non-discretionary. We have included only the desirable and undesirable carryover activities con-
straints in our present study; the remaining two could be added easily following the same procedure. Further-
more, Tone et al. [69] presented four cases of the linking constraints namely, free and non-discretionary, both
as input and output links. Below, we explain the formulation of constraints corresponding to the input-output
links connecting the divisions vertically.

Consider two divisions k and k + 1 in succession. The linking activities are outputs from division k and hence
a larger amount is considered favorable, so

SNzl > zhy g=1,... ht=1,.T (4.1)
j=1

The linking activities are inputs to the division k 4+ 1 and hence a smaller amount is regarded favorable, so

SNtk <z g=1.. ht=1..T (4.2)
j=1
From (4.1) and (4.2), we have
SNzl = Mz, g=1.. ht=1..T (4.3)
j=1 j=1

The constraints in (4.3) will be imposed as the equality constraint to ensure that there is no loss and no new
creation of intermediate products while passing from division k to division k+1, k=1,..., K — 1.

5. DYNAMIC ML PRODUCTIVITY INDEX

The dynamic network DEA models generate relative period efficiency scores based on efficiency frontiers
in each period, but they do not capture each frontier’s absolute position in the study’s time horizon. In this
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section, we propose a dynamic MLPI of DMUs. The proposed model is shown to be feasible in evaluating the
cross-period DDF's in the presence of undesirable and desirable features taking negative and non-negative data
values.

To measure the productivity change, liberated from scale change between two consecutive periods ¢ and ¢t+1,
the dynamic network PPS in period ¢ consuming the data of period ¢ + 1 under the VRS assumption is defined
as follows:

P {0 U CE ) 2 Y Y S 3 U 2 3

dt+1 t dt t dt—1 t+1 t t t t t—1
cit <Z)\k 4, C >ZAijk cptt >Z>\k ci, ;;gZAjkc;fk k=1, K,

Jj=1 j=1 j=1 j=1

SNGZ = N Zh k=1, K -1, Z)\k_l A >0, j=1,. kzl,...,K}, (5.1)
Jj=1 Jj=1

!/
where X} = (X{,,..., XL Y = (V... YR Ul = (Ulk,...,U;k) O = (Clkv" Cdgoodk) Oyt =

(cy,....cut . k)', are respectively the input, desirable output, undesirable output, desirable carryover, and
undeswable carryover vectors for division k at time ¢, and A’ ;1 are the intensity scalars.

For t = 1,/...,T, k= 1,....K, de/ﬁne vectors pf = (ulk,...,umk)/, vi = (V{k,...,lyzk)/, wh =
(wik, . 7w;k> , ’)/Itg = <’ﬁkv‘ .. ”yfzgoodk) O—Itc = (Uik” . "O—flbadk)lv a';ﬂ = (a’ik, .. .,Olflgoodk) , and pz =
(pﬁk, ... ,pflbadk)/, with components as follows:

Mm—ﬁ*lrgagn{|x”k|} i=1,...,m,

Vﬁk = 1127;12”{%31@} r=1,...,s,
w;’kzg *1121Ja<xn{|umk‘}, r=1....q

'75116 = 1I<nj1£1n{c£1jk} -, {1 =1,...,ngood,
052;6*5”*121&2(”{‘% ]k|} ly =1,...,nbad,
aﬁlkzﬁ”’*lmax {ceuk} ly=1,...,ngood,
ngk = 1I<n1£1 {|C€2]k|} ly =1,...,nbad.

The direction vectors for DMU,, corresponding to the division k, k =1, ..., K, are defined as (X,t€+1+u§€, Y,f“ -
vh, Ut 4wl ottt At opttl 4 gt Cdt 4ol opt — t '=1), where t and ¢ + 1 correspond to the periods
of production technology and data under observatlon, respectlvely.

Using these direction vectors, the DDFs for DMU, in period ¢ consuming the data of period ¢ + 1 is defined
as follows:

Dt(XH»l’Yt+17Ut+17Cdt+1’Cut+1) — max {60| (Xt+1 — 8, (Xt+1 _ Hk) Yt+1 +50(Yt+1 2)7
U£+1 _ 50(U]i+1 ) Cdt+1 +ﬂo(0dt+1 _ Pyk) Cut+1 IBO(CI'LCLt+1 _ 0_2) ﬁo(c t 1)7
L By (Ot — gt )) ePt k= 1K}
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Our new VRS model for evaluating the DDF D!+e (Xt yitb it cditb cuitt) 4 p € {0,1}, for DMU, is
described as follows:

(M4)a b Dt+a ()(7&4»1)7 Yt+b’ Ut+b’ Od t+b’ Cu t+b) — max ﬂg,b

n
b b
s.t. Z)\Zga yﬁ;r,f > yijk + ﬁg’b(yﬁk yﬁz“), r=1,...,8, k=1,..., K, (5.2)
n
D ONF e <alfl = Bet (alh + uii ), i=1,...m k=1,... K, (5.3)
j=1
n
SN uphit <kt - B5” (ubsk + wt). p=Laq k=1 K, (5.4)
j—l
Z )\H“ th‘za > c‘zlt;;f + ﬁgvb(czjgyf ’ygk“), l1=1,...,ngood, k=1,..., K, (5.5)

t+a dt+a 1 dt+b—1 a,b( dt+b—1 t+a—1 _ _
Z)\ ik S Chon -5 (Czlok + gy ), ly=1,...,ngood, k=1,... K, (5.6)

n

Z)\t+a ?%“ < Zto",;b B b(c;fzto",;b + aéjk“), lo=1,...,nbad, k=1,..., K, (5.7)
j=1
n
SONMERCE T 2 el AR~ ), =L nbad, k=1 K, (59
j=1
n n
D ONfasbre =N AR e g=1,...,h k=1,..., K —1, (5.9)
j=1 j=1
n
D oA =1, k=1,..., K, (5.10)
j=1
Byt €R, Ay >0, j=1,....,n, k=1,...,K, t=1,...,T,
where X*tt1 = (/)(f“,...,X?l)/, yitlt = (Yf"’l,...,YItjl)/, Uttt — (Uf“,...,U?‘l)/, cdttl
!/
(C{“H,...,C;l(tH) , Cuttl — (C’?t+17...,C}?+1) , are respectively the input, desirable output, undesir-

able output, desirable carryover, and undesirable carryover vectors at time t + 1. Note that while evalu-
ating the cross- period DDFs D¢ (Xt yitb itb cditb cuith) ¢ - p a,b € {0,1}, the constants

R T €, €, €, 6" are chosen such that (438 — viL®), (ol + k). (uEhh ). (68550 —10)

(c?ﬂb Ly azrk‘kl% (CZ;,Qb + UZ“,C“), (c}f;(fkb 1 pzrlf 1) are positive for all ¢, r, p, £1,42, k, t. We can prove
the translation invariance of these direction vectors in the same way we did in Section 3. The DMLPI in period
t to t + 1 is defined as follows:

1

d u 1 d u 2

DMLY — 1+ DY(X',Y! U, C% o) y 14+ DX Y Ut ct, o) .
1+ DXL Y+l Uil Qditl Cuttl) © 1 4 DF1( X+l yirl i+l Qi1 Cut+l)

Recalling that the CRS technology assumption is not compatible with the negative data [26], it is not appropriate

to decompose DMLPI into the factors consisting of scale efficiency change factor as in [22]. The decomposition

of DMLPI, independent of scale efficiency change, is described as follows:
14 Dt(Xt, Yt Ut,C¥, C“t)
1 + Dt+1(Xt+1’ }/’154»17 U'?H»l7 Cdt+1’ Cu t+1)

DML — (
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1_|_Dt(Xt-‘rl’Yt-‘rl’Ut—i-l,C’dt-‘rl’Cut-‘rl) X 1+Dt(Xt’Yt,Ut’Cdt’Cut)
= BC®HHD e pottH) (5.11)

<1 —|—Dt+1(Xt+1,Yt+17Ut+1,Cdt+1,Cut+1) 1 +Dt+1 (Xt’Yt,Ut’Cdt’Cut>>é

where efficiency change component EC®tD represents the movement of a DMU towards the best practice

frontier and technical change component TCHHD measures the shift in the efficient frontier composed by all
divisions in period ¢ to t+1. DMLY = 1 indicates no change in productivity over the two consecutive periods,
while DML®**Y > 1 and DML®**Y < 1 indicate improvement and regress respectively in productivity in all
the divisions of DMU, from period ¢ to t + 1.

We need to solve linear problems (M4)a,b, for a,b € {0, 1}, to compute the DMLPI of DMU, between periods
tand t+ 1.

Theorem 5.1. For a,b € {0,1}, model (M4)a,b is feasible and bounded, and its optimal value B;%° > —1.

Proof. 1f a = b, then model (M4), , is feasible by taking 55° = 0, A[f* = Agh%, = 1 and Xf® = X%9, =0,

Vj=1,...,n,7 #o.Let a #b. The inequalities (5.2)—(5.8) can be written as follows:

n t+a, t+a t+b
Ba,b < Zi=1 Ak Yrgk ~Yrok -1
o) = t+b_l/t+a ) r=1,...,s,
Yrok "Vrk

t+b n t4+a, t+a
ﬂa’b < Tiok _E]gzl Aik Tk i=1 m
o t+ t+a ’ - [ 9
Tiok THik

t+b n )\t+a t+a
a,b upok_zjtl ik “pik —
607 < p_17"'7Qa

> T+b  t+a >
Upok TWpk

S atregdtta_ ditb
a,b i=1"jk “e15k — "tk _
Bo’ < diTb__ita s 0= 1,...,ngood, (A)
Ceyok " Vegk
cuttb_son  ytta utta
a,b Look i=1"k Styjk o
ﬂo’ S u t+b t+a 3 82 == 1, e 7nbad.
Cryok TOlok
Cdt+b—17 n )\t+acdt+a—1

a,b £y 0k i=1"k “e1jk o
ﬂo’ S dt+b—1+ tta—1 5 61 = 1,...,ngood,
Cey o0k Xk

n >\t+acu t+a7176u t+b—1
a,b J=1"43k “Lojk Look —
60’ < witb—1_ tfa—1 » ly=1,...,nbad.
Ciyok lok

We firstly intend to show that by choosing the six positive constants m, ©’, 7, &, &', &, £ appropriately, the
seven ratios in block (A) are greater than —1.
From (5.2), for any 7 > 0,

: t+a t+b
n ytta, t+a _ t+b min {y ! }—y
D=1 Njk Yrik — Yrok _ 1<j=n 777k i E—1. K
t+b _ t+a = t+b _ t+a 0 T=5 18 B=4 ’
Yrok rk Yrok rk
Similarly, for any 7’ > 0 and 7" > 0,
n t+a dt+ta dt+b n t+a utt+a—1 wt+b—1
Zj:l /\jk Cor ik~ Ceyok 1 Ej:l ’\jk Ceyik ~ €0k > 1
di+b _  _t+a ) wi+b—1 _ _t+a—1 :
Corok — Verk Coyok Lok
Next, consider the ratio in the second inequality in block (A). If we choose
t+ t+b
t+b max {xijka} — 2T
Liok 1<j<n
&>maxq 0,  max ,  max ,
1<i<m, 1<k<K max { forka } 1<i<m, 1<k<K max { x?ka }
1<j<n LY 1<j<n LY
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then, & > 0, and

t+a t+b
€ max {[afie[} > ol
n
t+a t+a t+b t+a t+a t+b
€1I£ja<xn{ Tijk } > fgjaéL{xijk } — 2 2 E AT — 2y
<i< <j< =

t+b n t+a _t+a
Liok — Zj:l )‘jk Lijk > 1

Hence, xéj,f + ui* >0, and

zﬁ-‘rkb —|—,Ut»,—:a
10 3

By the similar arguments, we can choose &', £, and £ to ensure that the other three ratios in third, fifth,
and sixth inequalities in block (A) are greater than —1.

Feasibility of the model

To evaluate the feasible region of model (M4)a7b, we are required to find 42* and )\;k, j=1....,n k=
1,....,K, t = 1,...,T, which simultaneously satistfy (5.9), (5.10), and the inequalities in block (A). Note
that the subsystem (5.9) and (5.10) is always feasible. Hence, for one such feasible vector A, we can choose

Bt as

—1<pb < min< min {

n t+a, t+a t+b
Zj:l )\jk yrjk ~ Yok }

t+b n t+a . t+a
{xiok - Zj:l )‘jk Lijk }
b

min
t+b t+a . t+b t+a
lsrss Yrok — Vrk 1=izm Liok + ik
t+b _ n t4a, t+a n t+a dt+a _ _dt+b
. Upok Zj:l )‘jk Uy ik . Zj:l )‘jk Coiik — Cuiok
192 L+b bt " 1<t} Sgood di+b _ t+a ’
sSps upok wpk == cflok ’yflk
dt+b—1 n t+a dt+a—1 wt+b n t+a ut+a
. Corok Zj:l )‘jk Cy ik . Coook — Zj:l )‘jk Cyy ik
e dt+b—1 | t+a—1 B utth | _tta ’
Shisngoo Crok T Q) Sf2snba Clook T Ttyk
n t+a ut+a—1 ut+b—1
S A eyt —c
. =1k Ciyjk £a0k
1<lm<12bad{ : tft+b721] t+a7120 : (5.12)
=f2= Cor0k T Pk

From (5.12), it is clear that the feasible set of (M4)a1b is bounded above, and the optimal value
Brob > —1. 0

Illustration 5.2. For testing and validation purposes, we consider the synthetic dataset of 30 DMUs for three
periods; each DMU comprises two divisions connected in the series. There are two inputs, one desirable output
and one undesirable output in division 1, and one input and one desirable output in division 2. There is one
intermediate link between divisions and one desirable carryover in each division and each period. Figure 3 shows
the dynamic network structure of a DMU for three periods. Tables 4 and 5 present the randomly generated
data for three periods from a uniform distribution in the intervals given in the last row of the Table 4. We apply
the proposed models (M4)a)b, for a, b € {0,1}, to evaluate DMLPT and its components efficiency change and
technical change for ¢ = 1 to ¢ = 3 in consecutive periods and the results are reported in Table 6.

In Table 6, columns 2 and 5 depict the efficiency change between t = 1& 2, and t = 2 & 3, respectively. We
observe that 6 DMUs namely {1,10,14,17,18,20} show no change in their efficiency scores and hence remain
efficient in the entire period of analysis. Out of the remaining 25 DMUs, 9 units show improvement and 15 units
exhibit regress in efficiency while moving from ¢t = 1& 2 to t = 2 & 3.

Columns 3 and 6 in Table 6 report the technical change measured by the shift of an efficient frontier between
two consecutive periods. We observe that 13 units report technical regress both in periodst = 1& 2 and t = 2 & 3.

Columns 4 and 7 display the DMLPI of DMUs represented by equation (5.11) as a product of efficiency
change and technical change. We found that 18 units show productivity gain and 12 units show productivity
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FIGURE 3. The dynamic network structure of a DMU with 2 divisions and 3 periods of analysis.

loss in period t = 1& 2 whereas 15 units record productivity gain and 15 record productivity loss in period
t = 2& 3. Note that the productivity change captured by DMLPI is independent of the scale efficiency change
factor.

From Figure 4, we observe that several DMUs report technical regress between two consecutive periods under
consideration. The reason for it can be attributed to the fact that while computing D? (Xf, Yyf uf c¥, C’"f),
f =t, t+ 1, the technology considered is only of period ¢t and does not include the existing technology from the
previous periods. In other words, the earlier periods’ technology becomes unworkable in the subsequent periods
leading to a technical regress, a situation uncommon in the industrial sector. The DMLPI thus fails to integrate
the technology feature in it correctly. The sequential frontier analysis in DEA [70] provides an alternative to
overcome the limitation of DMLPI.

6. DYNAMIC SEQUENTIAL ML PRODUCTIVITY INDEX

In this section, we introduce the dynamic sequential ML productivity index.

The sequential PPS at ¢ establishes a reference production set formed by all the DMUs upto time t. It is
defined by Pt = co(P*UP?U...UP!), t =1,...,T, that is, it assumes that the technology of all the preceding
periods are available in period t. Here, co(-) denotes the convex hull. The sequential production technology
frontier for the dynamic DEA with network structures is described as follows:

t n
Pt = (XL, YL UL CHL Ol Z1) | X > Zz/\gk To Vi < ZZAM T Uk 2 ZZ)\JT'kUkaa

T=1j=1 T=1j=1 7=1j=1
T W IR 3) PV SNCTES 3) iy
T=1j=1 7=1j5=1 T=1j5=1

t n
) B S D DY L SN S

r=1j=1
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TABLE 4. Synthetic data set 30 DMUs for period ¢ = 1, and divisions k = 1, 2.

DMU;, x%jl x%jl C(1131‘1 y%jl U}j1 Z%jl ILQ Z/%jz 0(11;2
1 46 -5 51 22 19 44 16 92 10
2 40 —10 32 10 17 70 12 88 7
3 35 —4 31 40 17 46 20 118 37
4 20 15 24 46 8 70 6 138 4
5 10 3 48 45 12 65 12 110 40
6 44 -5 37 1 2 48 8 55 -3
7 34 —10 36 29 19 35 20 66 -1
8 45 9 34 37 18 46 12 97 3
9 45 11 36 45 19 51 18 116 0
10 37 —13 22 12 18 32 6 97 10
11 37 0 28 9 13 7 20 139 17
12 26 15 31 29 10 68 5 63 27
13 38 5 52 17 18 50 15 132 16
14 14 -9 30 35 13 63 8 125 18
15 49 5 34 8 18 40 8 69 22
16 69 4 48 45 20 30 5 75 34
17 31 11 41 48 0 31 20 82 19
18 40 —13 20 19 18 71 20 136 25
19 54 16 32 20 6 61 19 83 36
20 55 15 59 24 6 42 14 136 15
21 19 0 46 16 1 61 11 109 12
22 26 18 43 31 13 75 6 102 13
23 36 —6 37 49 11 65 11 80 34
24 51 —4 27 18 17 45 16 91 —1
25 64 0 28 15 20 76 19 118 5
26 54 12 23 47 13 75 13 101 —4
27 33 18 17 16 18 73 16 101 5
28 35 12 29 34 10 75 11 114 1
29 62 —5 28 11 7 80 15 58 30
30 24 18 24 50 4 60 15 84 -3

[10,70] [-15,20] [15,60] [0,50] [0,20] [30,80] [5,20] [50,140] [—5,40]
t n
S N =1L Ny >0=1,...,n k=1,... K t=1,...,T, (6.1)
T=1j=1

, ’ I I
where Xf = (X, Xbo), Vi = (Voo V) UL = (Ul UL ) Gt = (G Clt g ) o Ot =

(CHE .., C’;‘éadk)’, are respectively the input, desirable output, undesirable output, desirable carryover, and
undesirable carryover vectors for division k in period t.

Compared to the sequential PPS defined by Oh et al. [56] for the conventional DEA models, our proposed
definition includes the carryover activities between ¢ and ¢+ 1 and also the intermediate products in the vertical
links between different divisions.

For k=1,...,K and ¢t = 1,...,T, there exist constants 1, 0, 7, n{"’, o1, 87, 8 to define the vectors pf =

/
t t N\ ot t Nt t t t o t t t o t t !
(Wi s Bage) > Vi = (Vigs oo s Vig) s W = (wlk""quk) » Ve = (71k>~--77ngoodk) s 0% = (Olks s Ohpaar) »
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TABLE 5. Synthetic data set of 30 DMUs for period t = 2, 3, and divisions k = 1, 2.

2 2 d2 2 2 2 2 2 a2 3 3 d3 3 3 3 3 3
DMU; Tij1 T251 Cij1 Yij1 Uij1 2151 Tiz2 Yij2 Cij2 Tijr P21 Cij1 Yij1 U151 151 Tij2 Y2 Crj2

1 10 4 34 9 13 8 8 135 10 70 12 39 47 6 41 18 125 30
2 60 16 21 20 1 38 13 8 18 11 -10 23 25 13 56 20 72 11
3 65 -3 32 41 16 66 13 79 5 66 15 55 45 2 27 80 10
4 46 —-10 29 30 14 64 13 71 29 17 3 16 9 8 51 7 108 26
5 48 -6 53 50 18 32 18 107 27 46 20 30 8 12 71 12 96 -2
6 64 17 41 33 17v 32 11 79 -5 68 —12 48 9 8 64 13 57 3
7 21 -8 19 4 17 73 16 76 23 13 —-11 37 30 O 30 17 105 14
8 65 1 20 38 19 64 7 138 9 65 13 21 41 3 57 10 87 38
9 20 16 58 12 2 69 18 8 10 18 —4 38 28 12 46 10 66 13
10 42 14 16 44 1 42 17 97 10 37 1 27 17 8 50 14 69 26
11 3r 17 18 20 13 74 12 52 4 15 17 24 30 15 55 6 87 8
12 39 19 29 42 6 64 6 52 22 49 16 34 20 11 31 13 95 6
13 64 18 60 35 17v 38 11 64 17 12 -9 27 26 1 42 16 64 1
14 69 7 3247 2 79 8 87 33 68 -3 36 23 1 51 5 129 2
15 66 20 41 14 17 60 7 95 4 25 -6 21 20 19 359 8 100 6
16 29 -1 49 23 13 67 16 60 5 46 8 53 15 5 54 20 132 25
17 53 —14 55 26 10 35 19 108 1 45 14 44 41 9 55 18 107 38
18 41 16 32 48 11 60 13 128 7 12 20 25 49 16 47 12 137 38
19 63 9 43 30 18 65 6 72 26 15 8 23 11 7 34 16 70 —4
20 67 -8 60 30 5 7315 123 35 42 7 39 11 8 72 5 100 25
21 30 -5 39 11 0 56 13 90 3 45 3 23 32 13 48 16 64 4
22 41 6 34 14 10 33 15 65 37 51 -13 20 27 14 63 5 135 38
23 30 —4 46 4 19 62 16 102 14 64 -6 15 3 20 78 17 114 35
24 59 18 25 1 15 38 6 81 22 49 11 55 41 6 49 10 52 27
25 18 0 40 37 2 57 19 8 12 68 -9 58 30 11 55 17 50 17
26 18 19 48 33 16 73 14 134 O 51 —6 56 30 2 60 18 57 18
27 25 —13 21 41 13 58 14 70 26 35 12 28 27 16 48 15 105 14
28 43 -9 25 24 5 55 19 96 27 46 18 32 2 1 70 12 52 25
29 24 1 24 1 15 78 11 67 12 61 -8 16 43 16 37 17 63 -3
30 19 -6 52 9 13 69 17 125 5 27 -2 33 32 7 54 11 65 2
! !/
al = (aﬁk, e a;goodk) cand pto= (pty, ..., Pl paar) » With components

t T .

o= % max x‘ i=1,....m, k=1,.... K
Hik n 1§j§n,1§7’§t{| ijk }7 ’ s 110y ) s L3y
vh, = min {y;r.jk}—(h, r=1,...,s, k=1,... K,

1<j<n,1<7<t

t ! T
Wwr =My % max u’ =1,... k=1,....K
pk ™ 1§j§n,1§7’§t{| pik }7 p ) ‘D ) y I3y

)

t : dr /
= min )T — {i=1,...,ngood, k=1,...
Yeik 1§j§n,1§7’§t{ lek} 1 1 ) ;NG ) ) )

LK
t o uUT — —
Opyr =M1 * 1§,j§mnélxgrgt{|ce2jk|}’ lo=1,...,nbad, k=1,..., K,

K

t " dr
oy, = * max g ly=1,...,ngood, k=1,...
U1k Ui lSan,lSTSt{ Zl_]k;}a 1 ) , g ) ) y L3y
t : uT 1

= min 7 — by =1,....,nbad, k=1,... K.
plzk lgjgn,lgrgt{’ b]k‘} 1> ) ) ) 9 )
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TABLE 6. The DMLPI and its components for 30 DMUs on the synthetic data setting param-
eters 5 = gl = 5// = 5/// = 3, and ™= 7‘['/ = 7'('// = 1.

DMU EC®? Tct» pML*?  ECZ®  TCcEH  pDMLEI)

1 1 1.0259 1.0259 1 0.9946  0.9946
2 0.9931 1.0160 1.0090 1.0062  1.0275 1.0339
3 0.9122  0.9925  0.9054 1.0302  1.0424 1.0739
4 0.9513  1.0008  0.9521 0.9781 1.0240 1.0015
5 1 1.0303 1.0303 0.9187  0.9074  0.8336
6 0.9315  1.0081  0.9391 1 1.0003 1.0003
7 0.9985  0.9985  0.9970 1 1.0413 1.0413
8 1.0915  1.0052 1.0971 1 0.9978  0.9978
9 1.0708  1.0230 1.0954 0.9892  0.9502  0.9400
10 1 1.0917  1.0917 1 0.9403  0.9403
11 0.92 0.9698  0.8922 1.0434 1.0141 1.0582
12 1 0.9835  0.9835 0.9517  1.0122  0.9634
13 1.0111 1.0642 1.0761 1 1.0007  1.0007
14 1 0.9854  0.9854 1 0.9917  0.9917
15 1.0321  0.9872 1.0188 1.0116  0.9975 1.0092
16 0.9787  0.9798  0.9589 1.0218  0.9952 1.0169
17 1 1.0670 1.0670 1 1.0039 1.0039
18 1 0.9496  0.9496 1 1.0556 1.0556
19 1.0727  0.9625 1.0325 0.9854  1.0134  0.9986
20 1 1.0918 1.0918 1 0.9895  0.9895
21 1 1.0088 1.0088 0.9487  0.9995  0.9482
22 1.0086  0.9678  0.9761 1 1.0916 1.0916
23 0.9572  1.0081  0.9650 0.9852  1.0064  0.9915
24 1.0879  0.9996 1.0874 1 1.0160 1.0160
25 1.1395 1.0197  1.1620 1 1.0031 1.0031
26 1.0553  0.9757  1.0296 1 0.9764  0.9764
27 1.0919  1.0521 1.1487 0.9847  0.9609  0.9462
28 1.0349  1.0389 1.0751 0.9656  1.0132  0.9783
29 0.9866  1.0161 1.0025 1.0216  1.0020 1.0236
30 1 0.9993  0.9993 0.9654  0.9627  0.9294

The real numbers 01, ny, 0y, n{’, 61, &}, 67, are chosen such that all direction vectors are positive and

t+1 t t+1 t t+1 t t+1 t t+1 t t+1 t t+1 t
Pk < Mgy Wy < Wpis Qg < Qg Oggp < Oy Voo > Voo Yok = Vesks Pk = Pegks T Preserve

ﬁt+l(Xf’Yf’Uf7Cdf7Cuf) >Et(Xf7Yf7Uf7Cdf,CUf)7 f=tt+1.

The direction vector for DMU, corresponding to division k applying the production technology of period
t + a to the data of period t + b, a,b € {0,1}, is defined by (Xizb + e, Y;,jb - V,fja, U(f,jb +wite, Cgk”b -
yira Quith _gita gditb=ly gltasll guith=l a1y For a,b € {0,1}, the dynamic sequential DDFs

o
are obtained by solving the following four linear problems.

(M5)a,b Et+a ()(t—',-b7 Yt+b, Ut+b, Cdt+b, Cut-‘,—b) — max ﬁg,b
t+a n
s.t. ZZ)\;k Yrik Zyij,i’Jrﬂg’b(yij,gfyiza), r=1,...,8, k=1,..., K, (6.2)
T=1j=1
t+a n
S S e B, imlem oLk (69

r=1j=1
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-—--t=1/t=2
—e—t=2/t=3

FIGURE 4. The technical change in DMLPI of 30 DMUs in two consecutive periods.

t+a n

ZZ)\J’C ’I_ijk<7.l,;_g£ ﬂg,b( ;ﬁ£+wt+a) p:]-v"'aqa k:]w'-'aK, (64)
T=1j=1

t+a n

dt+b b( dt+b t

z:z:/\ﬂfczlj,,c Zl(j;c + 85 (czlo",’c —'yzj'k“) ly=1,...,ngood, k=1,..., K, (6.5)
T=1j=1

t+a n

Z Z )\ch?fjkl cglt;;b 1 ,Bg’b(c‘zlt;ff Ly aélﬁf*l), li=1,...,ngood, k=1,..., K, (6.6)
T=1j=1

t+a n

b b b

ZZAMC@J’? < c}f;:,; — By (c}f;:,; + UZ,S), bo=1,...,nbad, k=1,..., K, (6.7)
T=1j=1

t+a n

SN Nt e e B (e = oY), e =1,... nbad, k=1,....K,  (6.8)
T=1j=1

n n

t+a t+a _ t+a t+ = =

D oNGfeglte =N A Ll g=1,...,hk=1,..., K —1, (6.9)
=1 j=1

t+a n

3N =1,k=1,... K, (6.10)

T=1j=1

Brt eR, Ny >0, j=1,....,n, k=1,...,K, t=1,...,T,

! / !
where X't = (X1, X\FY, vt o= (YL v, ottt = (ot o), odttt

(C’f o C‘Ii(tﬂ)l, cuttl = (C}‘ o C}‘(Hl)/, are respectively the input, desirable output, undesirable
output, desirable carryover, and undesirable carryover vectors at time ¢ + 1.
The DSMLPI between periods ¢ and ¢ + 1 is defined by

—=t+1
(

1
it d u d u 2
DSML*-++1) 1+ D (X' V', U', 0%, C™) X 1+D XLy ut, o, ) .
1 +ﬁt(Xt+17Yt+17 Ut+1, Cdt+1 Cut+l) 1 4 Dt+1(Xt+l7Yt+1’ Ut+l, Cdt+l Cuttl)
Unlike DMLPI, there is no feasibility concern in DSMLPI under both the CRS and VRS technology assumptions

in the presence of the undesirable output feature, but it is the negative data values which debar us from using the
CRS technology [26], and hence the scale efficiency change factor [22] is not defined. We therefore decompose
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DSMLPT into the efficiency change and technical change factors, independent of the scale efficiency change
factor, as follows:

D) 1+ﬁt(Xt7yt’Ut7cdt’Cut)
DSMLGHHY = [ ———
1+D (Xt+1’Yt+1,Ut+1,cdt+1,cut+l)
(1_,rDt+1(Xt+17yt+17Ut+170dt+170ut+1) 1_|_D“”(X‘*,Yt,Ut7C"ﬁ7C’“t)>é
X

1+§t(Xt+1 YL Ul Cdt+l Qutl) 1+ D (Xt, Yt U, Cdt Cut)
m(t,tﬂ

tt+1)

TC (6.11)

Here, DSML***1) = 1 indicates no productivity change over two periods; DSML®*D) > 1 depicts productivity
growth while DSML®**V < 1 indicates productivity regress from period ¢ to ¢ + 1.

Eic(t’t+1 captures efficiency change between periods t and ¢ + 1; EC (@+1) > 1 means that DMU, is

C(t E+L) < 1 depicts that DMU, is a distance

1 . .
away from the efficient frontier in period ¢ 4+ 1 than in ¢, while EC(lt D _ 1 means no efficiency change is
observed in DMU between the two periods.

The term TC B+1)
periods. Within TC

t + 1 while the second ratio evaluates the frontier shift of the data in period t; TC
(bt 1)

closer to the efficient frontier in period ¢t + 1 than in period ¢, E

captures the technical change in form of a shift in the efficient frontier between two
2+ n (6.11), the first ratio evaluates the frontier shift of the data observed at period
ek > 1 implies technical
progress while TC
DN (XT, Y Ul % cuf) s DY (XS, Y Uf ¢ Cu), f =t t+1, it is not possible to have TC|
Thus, DSML®**V never encounters technical regress.

Further, if P* ¢ P, ¢ =1,...,T — 1, then DSML®Y = DML®Y [56]. Hence, DML+ can be
considered as a special case of DSML®+)

= 1 exhibits a neutral state of technical change from period ¢ to t+ 1. Notice that, since
(t,t+1)
<1

Theorem 6.1. For a,b € {0,1}, model (M5), , is feasible and bounded, and its optimal value 3; ab > 1.

Proof. If a = b, then model is feasible by taking &* = 0, A\'f¢ = )\ZJ,;'j_l =1, and )\ﬁra = )\;Z‘j_l =0, j=
1,....n,j#o0, k=1,..., K —1.
For a # b, the inequalities (6.2)—(6.8), can be rewritten as follows:

t+4 t+b
gab < D 2 et Ak Yrik — Yrok -1
o = t+b_ tta 5 r—=1,...,8,
Yrok " Vrk
ot t+a
a,b Tigp ~2re 121 1 ARk R
6’ S t+b t+a ) Z_17"'77”7
Tiokr THik
t+b t+a
ﬂa’b < Usok > L 1ZJ 1 gkup]k -1
o = t+b_‘_wt+a bl p_ a"'a(J7
ok
t+a nooaT dt+b
a.b >z j=1 ;k”elgk Coq0k _
507 S cdtTb_ ,Yt+a 3 el - 1) sy n900d7 (B)
1ok~ Vegk
cdt+b—1 t+a n dr—1
a,b 10k —> L j=1 kcl’uk _
607 < AT 1 TFa—1 y 6 = 1,... an900d7

tiok T Zlk
ut+b f+a n wr
c —> )T
a,b Look = 1A k Lojk .
60’ S uf+b+ Tta 5 fg—l,...,ﬂbad,
Cigok T90sk
Stta son yrogur—l utfb-l
o1 20j=12jkCoyik " Cyok .
wt+b—1_ t+a—1 ) 62 — 1, ey nbad.
Ciyok lok

By’

IN

We firstly intend to show that by choosing the six positive constants 7, «’, 7"/, &, &, £, £" appropriately, the
seven ratios in block (B) are greater than —1.
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From (6.2), for any © > 0,

: t+b
tta o y7 7 t+b min {yf } -y
PRt =1 NYrik ~ Yrok - 1sj<n I<7<t+a rik rok 1 =1 k1 K
+b _  i+a = +b _  i+a s b=1 G k=1, K
yrok Vrk yrok Vrk
Similarly, for any 7’ > 0 and 7" > 0,
t+a n t4+a dt+a dt+b t+a n t+a utd+a—1 ut+b—1
e j=1 )‘jk Coiik — Coiok > pie] j=1 )‘jk Coyoik ~ Cpyok 1
di+b _  _t+a ) wt+b—1 _ t4a—1 :
Corok — Yok Cos0k 0ok
Next, consider the ratio in the second inequality in block (A).
We choose
t+b max {zf"}f} — 2175;1:)
T, ok 1<j<n, 1<7<t+a L Y
& >maxq 0,  max — ,  max
1<i<m, 1<k<K max {‘ E{rka } 1<i<m, 1<k<K max {‘ ﬁca }
1<j<n, 1<r<t+a J 1<j<n, 1<r<t+a J

It yields that £ > 0, and

t+a t+b
max T > —at
1<j<n, 1§T§t+a{ ijk } iok
t+a n
t+a } { t+a} t+b t+a, t+a t+b
max - > max ] —2x:T7 > ANt — 2T,
1§j§n,1§‘r§t+a{ ijk 1<j<n, 1<7<t+a ijk iok = ik “Vijk iok

T7=1j=1

t+b t+a n t+a _t+a
Tigk — Dorei j=1 )‘jk Lijk

—1.

Thus, xfjkb + /ﬂ;:a > 0, and
ik

By the similar arguments, we can choose &', £’ and £ to ensure that the other three ratios in third, fifth,
and sixth inequalities in block (B) are greater than —1.

Feasibility of the model

To evaluate the feasible region of model (M5)a}b, we are required to find /\;k7 j=1,....,n, k=1,....K, t =
1,...,T, and 3%" which simultaneously satisfy (6.7), (6.8), and inequalities in the block (B). The equivalent
expression of inequalities in block (B) is as follows:

t+a n T T t+b t+b t+a n T T
b . . PR j=1 ATkYrik = Yrok . Tior — 2orei =1 AT j
-1 < (5" < min min 5 , min 0 e ,
<r< <k< — a <1< <k<
1<r<s, 1<k<K Yrok o 1<is<m, 1Sk<K Tior T Hig
t+b . t+a n roor t+a n T dr dt+b
. Upok it =1 Ak Upik . e j=1"jkCe 5k — Coiok
l<p<a TEk<K t+b t+a " <ty <ngood. 1<k<K dttb t+a ’
SP24, 2SR Upok T Wy SE1SNgOo00, SRS Cook — Verk
dt+b—1 t+a n T dr—1
. fiok i j=1 "jkCey ik
1<ty <ngood, 1<k<K dt+b—1 | ,tta—1 ’
=r1= == Celokt aélk
ut+b t+a n T Ut
. Corok — >t =1 "jkClyjk
1<t <nbad. 1<k<K cuttb | stta ’
== PSS took T 903k
ZtJra n T Cur—l o Cu t+b—1
. =1 22j=1 "jkCeyjk 050k
1<ty <nbad. 1<k< K - 1]”“’31 2]”“*1 = (6.12)
== PSS Corok  — Poyk

It follows from (6.12) that the feasible set of (M5), , is non-empty and bounded above yielding the finite optimal
value of the model and its optimal value 8% %? > —1. O
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TABLE 7. The DSMLPI and its components on synthetic dataset in Tables 4 and 5 setting

parameters ny =} = 1f = 1}’ = 3, 61 = 8 = 6 = 1 for period ¢, and n, = 1 = 1} = 1y’ =

1.5, 0y =61 =07 =1 for period t + 1, t =1, 2.

pmu BCH?  Tc™?  psmMpt?  EC*®  TG®P  pSMLE®)

1 1 1.0371 1.0371 0.9653  1.0059  0.9710
2 0.9740  1.0464 1.0192 1.0164 1.0164 1.0331
3 0.8656  1.0401 0.9003 1.1025  1.0669  1.1763
4 0.9088  1.0512 0.9553 0.9916  1.0273  1.0186
5 1 1.0850 1.0850 0.8571 1.0337  0.8861
6 0.8747  1.0516 0.9198 1.0157  1.0153  1.0313
7 0.9499  1.0371 0.9852 1.0057  1.0415 1.0475
8 1.0915  1.0391 1.1341 0.9749  1.0114  0.9860
9 1.0708  1.0558 1.1305 0.9495  1.0007  0.9501
10 1 1.0994 1.0994 0.9198  1.0081  0.9272
11 0.8630  1.0303 0.8892 1.0623  1.0276  1.0916
12 0.9730  1.0062 0.9790 0.8725  1.0328  0.9011
13 1.0111  1.0800 1.0920 1 1.0289  1.0289
14 0.9845  1.0095 0.9938 1.0128  1.0087  1.0216
15 0.9995  1.0263 1.0258 0.9812  1.0191  0.9999
16 0.9462  1.0271 0.9718 0.9956  1.0211 1.0166
17 1 1.1145 1.1145 0.9787  1.0060  0.9846
18 0.9600  1.0066 0.9663 1.0395 1.0724  1.1148
19 1.0437  1.0167 1.0611 0.9830  1.0207  1.0033
20 1 1.1038 1.1038 1 1.0001  0.9927
21 1 1.0198 1.0198 0.9365  1.0079  0.9439
22 0.9441 1.01099  0.9545 1.0524  1.0842 1.1411
23 0.9185  1.0448 0.9596 0.9528  1.0472  0.9977
24 1.0615  1.0509 1.1155 1.0000  1.0300  1.0300
25 1.1395  1.0667 1.2155 1.0000 1.0119  1.0119
26 1.0033  1.0183 1.0217 1.0000 1.0148  1.0148
27 1.0919  1.0869 1.1868 0.8704  1.0090  0.8782
28 1.0044  1.0837 1.0885 0.8730  1.0322  0.9012
29 0.9405  1.0794 1.0152 0.9699  1.0377  1.0064
30 1 1.0360 1.0360 0.9434 1.0010  0.9444

Consider the synthetic dataset of 30 DMUs in Tables 4 and 5. We apply model (M5),, , for a, b € {0,1}, and
computed DSMLPI. The outcomes are recorded in Table 7.

In Table 7, columns 4 and 7 show the DSML change; 11 units show productivity regress between periods
t = 1& 2, whereas this number increases to 14 in t = 2& 3. The values of EC in columns 2 and 5 in Table 7
are equal or lower than those of EC in columns 2 and 5 in Table 6. This indicates that certain DMUs are at
a distance away from the efficient frontier in period ¢ + 1 compared to ¢, and this gap is more prominent in
sequential frontier than contemporaneous frontier. Also, TC values are always one or more than one in columns
3 and 6 in Table 7, while TC values can be less than one as observed in columns 3 and 6 in Table 6, indicating
that technical regress is not observed in DSMLPI. The behavior of technical change in DSMLPI can also be
observed from Figure 5. As already stated this feature provides a significant advantage to DSMLPI over DMLPI.

7. EMPIRICAL STUDY

To demonstrate the practical aspect of the proposed indexes, we consider the annual data for 39 Indian
commercial, including both public and private banks from 2008 to 2019. Fukuyama and Weber [29,31], Tavana
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FIGURE 5. The technical change in DSMLPI in two consecutive periods t = 1&2 and t =2& 3
on the synthetic data of 30 DMUs.

[67], Henriques [34] advocated to apply a two-stage network structure in the banking industry. We follow
in their footsteps to consider a two-stage dynamic network production process of an Indian bank. Figure 6
provides the underlying design in which the production process of a bank within each period has two distinct
divisions: (i) operations and (ii) profitability. These divisions are linked vertically with intermediate products
and horizontally by carryovers that link two distinct periods. Table 8 explains the inputs, outputs, intermediate
links, and carryovers variables in the present analysis.

In division 1, we assume that a bank consumes four inputs (labor, fixed assets, borrowings, and operational
expenses) to produce four outputs (operating income, deposits, investments, and loans), which serve as an
intermediate input for division 2.

Borrowings include interbank borrowings and borrowings from the Reserve bank of India (RBI) and borrow-
ings from outside India. The treatment of deposits as an intermediate product addresses the famous “deposit
dilemma” in the banking efficiency literature due to disagreement between the intermediation and production
approaches.

Here, we neither treat deposits as an input as proposed in the intermediation approach nor as an output as
advocated in the production approach, but treat deposits as an intermediate product in lines suggested by Holod
and Lewis [36]. We further refer to [30,39,67] for detailed reasons for including these inputs and intermediates
in our present study.

In division 2, we assume that a bank utilizes the income generated by division 1 as inputs to maximize
returns on assets and net profit and minimize non-performing assets (NPA). To link the network structure of
two periods, we follow Fukuyama and Weber [30] and use capital reserves and unused assets of the previous
period as the desirable carryovers. The unused assets are measured by the total assets minus the sum of required
reserves, capital, loans, and investment.

Some of the features, like return on assets and net profit, can take negative values. We apply the methodologies
of Sections 4 and 5 to obtain the DMLPI and DSMLPI and their components efficiency change (EC & EC),
and technical change (TC & TC). Due to the compatibility issue of CRS with negative data, the productivity
change discussed here is independent of the scale efficiency change factor.
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Period 1 Period 2
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FIGURE 6. A dynamic network structure of a banking unit; the consecutive periods are con-
nected horizontally through desirable and undesirable carryover activities, and the two divisions
are connected vertically through intermediate products.

TABLE 8. Inputs, outputs, intermediate products and carryover variables applied in the empir-
ical analysis.

. Labor

. Fixed assets

. Borrowings

. Operating expenses (excluding wages)

Inputs of division 1

. Operating income
. Deposits

Loans

. Investments

Intermediates between divisions 1 and 2

. Capital reserves
. Unused assets

Desirable carryovers in division 2

. Return on assets
. Net profit

. Non-performing assets (NPA)

Desirable outputs of division 2

N N R WD R W N

Undesirable outputs of division 2

7.1. Data

We collect the data of 39 Indian commercial public and private sector banks over the period 2008 to 2019
from various issues of Statistical Tables Relating to Banks in India (an annual publication of the RBI). The
current price figures of all variables (except labor and return on assets) are deflated by the implicit price deflator
of gross domestic product (GDP) at factor cost. Following Denizer et al. [17], we normalize the input, output,
carryover, and intermediate variables of a bank by the number of bank branches. We assume that all banks
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TABLE 9. Summary statistics of variables in the entire period of study; the unit of measurement
of all variables (except Labor and Return on assets) is INR in lakhs.

Mean Std. dev. Kurtosis Skewness Median Max Min
Labor 11.88 5.76 3.69 2.01 9.82 31.18 6.58
Borrowings 785.51 1230.88 6.69 2.54 373.03 5454.77 2.00
Fixed assets 78.75 63.93 7.63 2.33 61.07 341.95 14.11
Operating expenses 154.13 102.54 2.85 1.88 115.05 484.55 66.54
Deposits 7010.43 3245.41 4.46 1.65 6141.09 18996.89 2412.79
Investments 2367.14 1387.85 4.21 1.89 1962.49 7401.84 796.03
Loans 4932.59  2941.15 4.19 1.69 4056.17 15281.93 1215.34
Operating income 776.07 438.59 3.19 1.77 638.38 2266.84 277.12
Unused assets 718.68 561.47 3.85 1.74 507.69 2639.13 102.47
Capital reserves 39.93 37.92 1.13 1.25 23.67 150.49 2.16
Net profit 55.01 84.58 2.52 0.95 44.44 290.08 —135.61
Return on assets 0.59 0.77 1.43 —0.59 0.64 1.89 —1.50
NPA 119.25 93.22 4.58 1.63 110.22 459.81 8.10

under consideration are homogeneous because they all undertake similar activities using the same inputs to
produce the same outputs. Table 9 presents the summary statistics of all the variables used in the empirical
illustration.

7.2. Results

Model (M4),, , is solved for { = ¢ =¢" =3, m =7’ =1, for period t and ¢t + 1 while model (M5), , is solved
setting 71 = n{’: /" =3, =0; =1, for period ¢t and 7, = 0] =0 = 15,6, = §] = 1, for period ¢ + 1.
The results are shown in Tables 10-15, where IFSC codes are used for naming banks. In our analysis, a number
greater than one depicts an increase while less than one indicate decrease; value equals 1 depicts no change.

Table 10 presents the efficiency change for each bank and average efficiency change for the period 2008 to
2019, where the average is computed, taking the geometric mean of efficiency changes. UTBI exhibited efficiency
change progress in the initial years of study and settled down to no efficiency change in the subsequent years.
Four banks (NTBL, RATN, HDFC, ICIC) depict EC = 1 in the entire period indicating these units record no
efficiency change. Five banks (IDIB, CSBK, CIUB, UTIB, KKBK) have exhibited EC > 1 in ten out of eleven
periods of analysis showing more or less a consistent performance in efficiency change by them. A few other
banks (BARB, BAID, UCBA, DLXB, TMBL, IBKL, DCBL) have EC > 1 on nine out of eleven instances. On
the other hand, the largest public sector bank SBIN is inconsistent in efficiency performance with a mix of up
and down of EC-values about one. We observe periods of progress as well as periods of regress in efficiency in
the other banking units. Six banking units (ALLA, CNRB, IOBA, ORBC, SYNB, JAKA) have shown progress
in efficiency change in the recent two periods 2017/18 and 2018/19.

The efficiency change, computed by DSMLPI solving model (M5)a, »» is reported in Table 11. One unit (NTBL)

shows EC = 1 throughout the period indicating its consistency in maintaining efficiency. Another unit (HDFC)
registers a consistent performance in terms of efficiency score for almost all, especially in recent times, except
for one year, 2008/09. ICIC bank attains EC > 1 in eight periods out of eleven. Twelve banking units have
EC < 1 in the whole period of study, including the largest public bank SBIN.

Compared to the number of units with EC > 1, we observe this number is relatively low when it comes to EC.
The EC and EC measures shift in a DMU towards the efficient frontier composed by the production technology
of period ¢ utilizing the data in period ¢ + 1. The convergence of a DMU towards an efficient frontier happens
if either the PPS remains unchanged at ¢ + 1 or expands but at a relatively lower rate than the rate at which
the input-output bundle of a unit at ¢ + 1 comes more proximate to the efficient frontier at ¢. If the PPS at
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TABLE 10. Efficiency change (EC) of banks over the period 2008-2019 by model (M4),, ;.

DMU 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
SBIN 0.9995 1 1 0.9907 1.0016 0.9943 1.0118 1.0019 0.9938 1.0062 0.9981
ALLA 0.9979 1.0019 0.9988 1.0012 0.9930 0.9925 1.0080 1.0066 0.9881 1.0039 1.0063
ANDB 0.9966 1 0.9996 0.9983 0.9999 1.0022 1 1 1 0.9964 1.0009
BARB 0.9985 1.0015 1 1 1 1 1 1 1 0.9728 1.0279
BAID 1 1 0.9946 0.9966 1.0089 1 1 1 1 1 1
MAHB 0.9935 1 0.9962 1.0037 1.0001 0.9948 1.0053 0.9989 1.0011 0.9977 0.9998
CNRB 1 1 1 0.99343 1.0058 1.0008 1 0.9888 0.9966 1.0112 1.0035
CBIN 1 1 0.9926 1 1.0075 0.9834 1.0169 0.9939 1.0061 0.9964 1.0012
CORP 1 1 0.9970 1.0018 0.9945 1.0068 1 0.9923 1.0049 0.9930 1.0021
BKDN 0.9959 0.9970 1.0048 1.0004 1 0.9977 1.0022 0.9903 1.0084 0.9994 1.0012
IDIB 1 1 1 1 0.998 1.002 1 1 1 1 1
IOBA 0.9992 0.9878 0.9995 1.0128 0.9854 0.9997 1.0108 0.9837 0.9999 1.0169 1.0042
ORBC 1.0053 1 0.9934 0.9969 0.9989 0.9954 1.0047 1.0003 0.9919 1.0074 1.0083
PSIB 0.9968 1 1 0.9994 1.0006 1 1 1 1 1 1
PUNB 1.0039 0.9941 0.9993 0.9916 1.0164 0.9689 1.0177 1.0141 0.9840 1.0027 0.9968
SYNB 0.9927 1 0.998 1.0020 0.9963 1.0036 0.9987 1.0015 0.9967 1.0006 1.0015
UCBA 0.9935 0.9973 1.0059 0.9926 1.0033 1.0042 1 1 1 1 1
UBIN 0.9927 0.9944 1.0064 0.9886 1.0066 0.9931 1.0034 1.0038 0.9942 1.0115 0.9972
UTBI 1.0020 1.0008 1 1 1 1 1 1 1 1 1
VIJB 0.9986 0.9933 1.0028 1.0023 1.0014 0.9992 0.9939 0.9984 1.0058 1.0041 0.9951
CSBK 0.9991 1 1 1 1 1 1 1 1 1 1
CIUB 0.9997 1.0002 1 1 1 1 1 1 1 1 1
DLXB 1.0001 0.9986 1.0013 0.9902 1.0091 1.0009 1 1 1 1 1
FDRL 0.9977 0.9911 1.0066 0.9986 1.0038 1 1 0.9969 1.0028 0.9969 1.0027
JAKA 0.9975 0.9964 1.0021 1.0016 1 1 0.9972 0.9925 1.0073 1.0029 1.0001
KARB 1.0012 1 0.9959 0.9998 1.0043 0.9987 1.0013 0.9953 1.0048 0.9993 0.9951
KVBL 0.9999 1 1 0.9995 0.9975 1.0030 0.9950 1.0050 0.9988 0.9943 1.0068
LAVB 0.9982 0.9972 1.0037 0.9922 1.0026 1.0035 0.9992 1.0027 1 1 1
NTBL 1 1 1 1 1 1 1 1 1 1 1
RATN 1 1 1 1 1 1 1 1 1 1 1
SIBL 0.9970 1.0004 1 1 1 1 1 1 0.9997 0.9972 1.0025
TMBL 0.9998 1 1 1 1 0.9993 1.0007 1 1 1 1
UTIB 1 1 1 1 1 1 1 1 1 0.9720 1.0288
HDFC 1 1 1 1 1 1 1 1 1 1 1
ICIC 1 1 1 1 1 1 1 1 1 1 1
INDB 0.9672 1.0143 1.0028 1.0023 1 0.9992 1.0008 1 1 1 0.9997
DCBL 1.0065 0.9718 1.0290 1 1 0.9939 1.0061 1 1 1 1
IBKL 1 0.9817 1.0187 1 1 0.9635 1.0379 1 1 1 1
KKBK 0.9804 1.0166 1 1 1 1 1 1 1 1 1
Average 0.9977 1 1.0012 0.9989 1.0009 0.9974 1.0028 0.9991 0.9996 0.9995 1.0020
Number of 6 7 11 9 14 10 14 8 8 10 15
units with

EC>1
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DMU 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
SBIN 0.9758 0.9894 0.9935 0.9819 0.9853 0.9859 0.9985 0.9811 0.9850 0.9849 0.9544
ALLA 0.9885 0.9921 0.9927 0.9934 0.9973 0.9904 0.9973 0.9923 0.9880 0.9952 0.9917
ANDB 0.9923 0.9991 0.9973 0.9968 0.9992 0.9960 0.9987 0.9974 0.9915 0.9956  0.9907
BARB 0.9971 1.0063 1 1 1 1 1 0.9867 0.9891 0.9678 0.9761
BAID 1 0.9996 0.9951 0.9864 1.0081 1.0005 0.9980 1.0174 0.9701 0.9835 0.9826
MAHB 0.9885 0.9915 0.9939 0.9930 0.9944 0.9877 1.0020 0.9929 0.9935 0.9977 0.9885
CNRB 1 0.9865 0.9985 0.9861 0.9956 1.0078 0.9913 0.9891 0.9816 0.9895 0.9862
CBIN 0.9983 0.9942 0.9870 0.9940 0.9966 0.9879 0.9942 1.0021 0.9955 0.9993 0.9977
CORP 1 1 0.9984 0.9935 0.9936 0.9976 0.9987 0.9873 0.9964 0.9869 0.9955
BKDN 0.9918 0.9953 0.9961 0.9936 0.9926 0.9921 0.9980 0.9887 0.9948 0.9981 0.9983
IDIB 1 0.9994 0.9943 0.9899 1.0000 1.0013 0.9980 0.9960 0.9811 0.9951 0.9935
IOBA 0.9855 0.9758 0.9856 0.9943 0.9925 0.9921 0.9887 0.9768 0.9972 0.9990 0.9979
ORBC 0.9963 1 0.9829 0.9938 0.9904 0.9927 0.9949 0.9909 0.9803 0.9998 0.9855
PSIB 0.9938 1 1 1 1 1 1 0.9977 0.9947 0.9980 0.9990
PUNB 1.0028 0.9780 0.9837 0.9848 1.0143 0.9713 0.9887 0.9753 0.9924 0.9782 0.9948
SYNB 0.9855 0.9891 0.9903 0.9865 0.9905 0.9950 0.9945 0.9937 0.9913 0.9893 0.9897
UCBA 0.9859 0.9869 0.9949 0.9895 0.9948 0.9967 0.9971 0.9895 0.9946 0.9943 0.9951
UBIN 0.9856 0.9866 0.9881 0.9841 0.9938 0.9900 0.9899 0.9861 0.9819 0.9861 0.9832
UTBI 1.0009 1.0000 1 0.9990 1.0000 0.9976 1.0014 0.9979 0.9975 0.9958 0.9988
VIJB 0.9923 0.9930 0.9953 0.9889 0.9922 0.9965 0.9922 0.9907 0.9872 0.9973 0.9998
CSBK 0.9983 0.9991 0.9964 1.0021 0.9974 1.0014 0.9999 0.9998 0.9998 0.9998 0.9998
CIUB 0.9990 0.9992 0.9960 0.9956 0.9965 0.9997 1.0001 0.9998 0.9959 0.9897 1.0031
DLXB 1.0001  0.9969 0.9873 0.9743 1.0089 0.9965 0.9968 0.9989 0.9997 0.9951 0.9998
FDRL 0.9939 0.9888 0.9929 0.9865 0.9953 0.9950 0.9977 0.9960 0.9849 0.9947 0.9919
JAKA 0.9881 0.9993 0.9951 1.0002 1.0006 0.9925 0.9906 0.9944 0.9994 0.9958 0.9920
KARB 1.0012 0.9952 0.9896 0.9945 0.9924 0.9908 1.0006 0.9967 0.9984 0.9981 0.9853
KVBL 0.9995 1.0002 1.0000 0.9782 0.9862 0.9846 0.9923 0.9998 0.9946 0.9932 0.9980
LAVB 0.9966 0.9934 0.9873 0.9967 0.9969 0.9980 0.9976 0.9951 0.9867 0.9822 1.0071
NTBL 1 1 1 1 1 1 1 1 1 1 1
RATN 1 1.0000 0.9995 0.9884 0.9988 0.9877 0.9973 0.9960 0.9803 0.9953 0.98774
SIBL 0.9946 0.9989 0.9990 0.9965 0.9973 0.9970 0.9970 0.9964 0.9924 0.9865 0.9872
TMBL 0.9989 0.9988 0.9997 0.9922 1.0042 0.9964 1.0014 0.9968 0.9985 0.9972 0.9978
UTIB 1 1 1 1 0.9908 0.9859 0.9961 0.9756 0.9528 0.9764 0.9768
HDFC 0.9691 1.0007 1 1 1 1 1 1 1 1 1.0090
ICIC 1 1 1 1 0.9894 1.0065 0.9955 1.0064 1 1 0.9725
INDB 0.9065 0.9998 1.0085 0.9925 0.9897 0.9920 0.9987 0.9920 0.9995 0.9888 0.9751
DCBL 0.9884 0.9636 0.9838 0.9679 0.9819 0.9916 0.9812 0.9912 0.9954 0.9925 0.9914
IBKL 0.9180 0.9845 0.9922 0.9653 0.9937 0.9810 1.0215 0.9873 0.9824 0.9847 0.9852
KKBK 0.9239 1.0286 1 1 0.9931 0.9820 1.0105 0.9819 0.9858 0.9928 0.9935
Average 0.9879 0.9951 0.9947 0.9913 0.9960 0.9938 0.9973 0.9931 0.9905 0.9921 0.9910
Number of 4 4 1 2 7 5 7 3 0 0 4
units with

EC >1
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FIGURE 7. Average DMLPI, DSMLPI and their components for 39 Indian nationalized banks
from 2008 to 2019. (a) Efficiency change. (b) Technical change. (c) Productivity indices, liber-
ated from scale change.
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Banks 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
SBIN 1.0016 1.0004 0.9888 0.9950 1.0020 1.0063 1.0021 0.9898 1.0062 0.9988 0.9854
ALLA 0.9993 1.0052 0.9926 0.9985 1.0006 1.0052 0.9935 1.0430 0.9941 0.9937 1.0056
ANDB 1.0010 1.0100 0.9858 1.0020 1.0025 0.9947 1.0038 0.9987 1.0059 0.9915 0.9991
BARB 0.9992 1.0122 0.9947 0.9787 1.0422 1.0815 1.0237 1.0631 1.0235 0.9533 1.0028
BAID 1.0810 0.9821 0.9925 0.9743 1.0118 1.1314 0.9302 1.2150 1.0169 0.9926 1.0113
MAHB 1.0005 1.0018 0.9905 1.0052 0.9955 0.9989 1.0001 0.9880 1.0093 0.9901 0.9998
CNRB 1.0478 0.9725 0.9787 0.9148 1.0071 1.1058 0.8955 0.9943 1.0082 0.9860 1.0043
CBIN 0.9984 1.0057 0.9920 1.0014 1.0019 1.0107 0.9836 1.0202 1.0393 0.9638 1.0014
CORP 1.0026  0.9952 0.9938 1.0024 1.0013 0.9931 1.0053 0.9922 1.0130 0.9902 1.0002
BKDN 1.0005 1.0001 0.9971 1.0011 1.0145 0.9940 1.0075 0.9895 0.9983 0.9986 1.0011
IDIB 1.0364 0.9644 0.9675 0.9804 1.0011 1.0394 0.9586 1.0077 1.0113 0.9886 1.0074
IOBA 1.0338 0.9663 0.9949 0.9885 1.0094 1.0196 0.9781 1.0331 0.9994 0.9847 1.0044
ORBC 1.0020 0.9643 0.9905 0.9951 1.0016 1.0110 0.9853 1.0309 1.0185 0.9849 1.0040
PSIB 1.0032 1.0047 0.9930 0.9815 0.9926 1.1766 0.8900 1.0023 0.9975 0.9981 1.0023
PUNB 1.0033 1.0025 0.9930 1.0005 1.0074 1.0044 0.9923 1.0056 1.0088 0.9765 0.9999
SYNB 1.0008 0.9961 0.9964 1.0046 1.0047 0.9964 1.0033 0.9943 0.9960 0.9988 0.9988
UCBA 1.0009 1.0047 0.9991 0.9825 1.0019 0.9977 0.9995 1.0390 0.9878 1.0043 1.0005
UBIN 1.0016 1.0016 0.9938 1.0052 0.9974 1.0076 0.9959 0.9895 1.0032 0.9903 0.9922
UTBI 1.0004 1.0232 0.9466 0.9297 0.9437 0.9878 0.9980 1.0202 0.9966 0.9827 1.0005
VIJB 1.0010 0.9940 0.9931 1.0017 0.9964 1.0023 1.0022 0.9949 1.0001 0.9893 1.0014
CSBK 1.0001  0.9954 0.9981 1.0030 0.9961 0.9976 1.0003 0.9959 1.0028 0.9958 1.0011
CIUB 1.0002 1.0007 0.9957 1.0022 1.0052 0.9903 1.0039 0.9937 1.0021 1.0030 1.0054
DLXB 1.0000 0.9995 0.9993 1.0035 1.0000 1.0015 1.0010 1.0169 0.9974 0.9868 1.0029
FDRL 1.0024 1.0037 0.9985 0.9989 1.0014 1.0005 0.9994 0.9946 0.9995 0.9984 1.0002
JAKA 1.0022 1.0041 1.0000 1.0224 0.9863 0.9914 0.9812 0.9882 1.0067 0.9975 0.9997
KARB 1.0001  0.9958 0.9963 1.0033 1.0023 0.9979 1.0022 0.9900 1.0001 0.9922 1.0012
KVBL 1.0010 1.0061 0.9945 0.9930 0.9978 0.9949 0.9934 1.0014 0.9968 0.9903 1.0011
LAVB 1.0004 1.0007 0.9964 0.9994 1.0021 0.9984 1.0034 0.9999 1.0029 0.9892 0.9947
NTBL 1.0040 1.0032 0.9831 1.0419 0.9622 1.0002 1.0045 0.9755 1.0196 0.9994 0.9793
RATN 1.0622 0.9754 0.9966 1.0054 0.9894 1.0008 0.9982 0.9902 1.0118 0.9989 1.0037
SIBL 1.0002 1.0018 0.9989 0.9989 1.0027 0.9929 1.0050 0.9908 0.9977 0.9967 0.9986
TMBL 1.0002 1.0005 0.9963 1.0078 1.0204 0.9739 1.0100 0.9949 0.9997 1.0000 1.0024
UTIB 1.0008 1.0178 0.9240 0.9336 1.0313 0.9557 1.0617 0.9675 1.0029 0.9911 0.9899
HDFC 0.9502 1.0225 0.9799 0.9351 1.0106 1.0214 0.9919 1.0057 1.0114 1.0858 0.9704
ICIC 0.9817 0.9710 0.7314 0.8269 1.0500 0.9559 1.0252 1.1438 1.1631 1.0480 1.0068
INDB 0.9789 1.0043 0.9844 0.9819 0.9912 0.9993 1.0367 0.9651 1.0141 1.0002 0.9941
DCBL 1.0129 1.0058 0.9965 0.9858 1.0016 0.9753 0.9913 0.9739 1.0371 0.9686 1.0004
IBKL 0.9775 1.0036 0.9823 0.8739 1.0263 1.0106 1.0157 0.9824 1.0660 1.0422 0.9289
KKBK 1.0078 1.0264 0.9886 1.0527 0.9832 0.9278 0.9992 0.9897 1.0192 0.9968 1.0013
Average 1.0049 0.9985 0.9813 0.9840 1.0023 1.0081 0.9937 1.0086 1.0121 0.9956 0.9975
Number of 32 26 1 18 27 19 20 15 27 7 25
units with

TC > 1

t + 1 contracts, a unit can achieve the efficient frontier at ¢ without doing anything; it is one of the drawbacks
of DMLPIL. As P} C P?, a large number of units can achieve the efficient frontier at ¢ for DMLPI compared to
DSMLPI, and hence, EC > EC. We can observe the average efficiency changes for the banks over 2008-2019
through Figure 7c, which shows that EC lies below EC.
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Tables 12 and 13 present the technical change in the banks from period ¢ to ¢t + 1. We observe that spurious
technical regress is likely to appear in the DMLPI approach. The average values in (Tab. 12) depict five periods
with technical advancement and six periods of technical regress. The periods from 2012-14 and 2015-17 emerged
as periods when the banking units show technical progress on average. On average, the Indian banking sector
achieved a positive technical growth of 1.83% in 2012/13 and 1.5% in 2015/16. Compared to 2016/17, the Indian
banking units, on average, suffer a decline of 1.65% in 2017-19 due to technical regress. In 2018/19, the average
TC has shown a marginal improvement compared to 2017/18; out of 39 units, almost 25 banks recorded an
improvement in their TC values. Moreover, in the most recent three years 2016-19 of the study, only CIUB,
and ICIC units recorded TC > 1.

The estimates of technical change obtained by DSMLPI (model (M5), ,) rules out any possibility of technical

regress. The same is evident from Table 13 when TC > 1 for all 39 banks.

Tables 14 and 15 display productivity changes in banks by DMLPI and DSMLPI approaches, respectively.
From Table 14, we observe that the average productivity gains in five periods and loss in six periods. It is
noticeable that the periods 2012-14 and 2015-17 showing productivity growth also showed technical progress
in Table 12. Compared to year 2011-12, the productivity change records 2.03% increase in 2012—13 while this
increase is 1.13% in 2015-16 compared to its previous year. The period 2017-19 has seen a fall in productivity,
a phenomena that we observed in technical change also, and the decline on average is 1.424% as compared to
2016-17. At the same time, a marginal improvement is noticed in 2018-19 compared to 2017-18.

The DSMLPI, on average, exhibits progress in productivity in almost all periods. Considering all the banks
and all periods together, from Table 14, we found 204 instances of productivity increase and 225 instances
of productivity decline showing 48% growth in productivity change. On the other hand, from Table 15, these
numbers are respectively 251 and 178, giving 59% increase in productivity by the DSMLPI approach.

Figures 7c, 7b, and T7a illustrate the average efficiency change, technical change, and productivity change,
respectively over the period 2008 to 2019 measured by DMLPI and DSMLPI. The following are a few interesting
facts noted:

(i) The trends in productivity change and technical change by DMLPI are very similar.

(ii) The movement trends in efficiency change are often opposite of the productivity change by DMLPI. For
example, periods 2008-11 and 2013-15 experience an upward increase in efficiency change, while produc-
tivity change declines in the same periods.

(iii) The trending behavior of two indexes for efficiency change is similar except in 2010-11 and 2016-17.

(iv) The technical change and productivity change by DMLPT are volatile compared to their respective relatively
stable counterparts by DSMLPI.

Table 16 presents the correlation coefficients between the DMLPI, DSMLPI, and their components. Columns
(1)—(3) depict that there is a noticeable difference between the two productivity indexes and their components
EC and EC, and TC and TC in the period of study. Column (4) shows that the correlation between EC and
DMLPI is quite weak and almost always less than 0.5 except once. Column (5) establishes a very high positive
correlation between TC and DMLPI in all the periods. This trend has also been observed in Figures 7b and 7a.
Our observations support our belief that it is the technical change instead of efficiency change that acts as the
main driver in computing DMLPI. In other words, technical change plays a vital role in assessing productivity
change when measured relative to the two consecutive periods. But, columns (6) and (7) do not give a clear
indication as to which among EC or TC contributing more in DSMLPI. The correlation (EC, DSMLPI) is higher
than that of (TC, DSMLPI) on six instances, while the two are almost equal in periods 2009-10 and 2013-14.
Thus, both EC and TC are equally participating in DSMLPI. However, it appears that EC is occasionally a
primary impact factor in productivity change when measured considering the accumulated information from
the past several years.

To explore the possible factors that might influence the productivity change and its components, we apply the
panel data regression over 468 observations including 39 (banks) cross-sectional units over a time series length of
12 years (2008-2019) with 13 features. Table 17 reports the estimates of coefficients by the regression model; the
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Banks  2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
SBIN 1.0265 1.0072 1.0064 1.0100 1.0126 1.0140 1.0114 1.0169 1.0144 1.0124 1.0223
ALLA 1.0069 1.0081 1.0050 1.0057 1.0056 1.0081 1.0071 1.0098 1.0116 1.0088 1.0078
ANDB 1.0038 1.0046 1.0030 1.0055 1.0026 1.0024 1.0025 1.0083 1.0080 1.0064 1.0066
BARB 1.0042 1.0097 1.0030 1.0088 1.0104 1.0205 1.0066 1.0150 1.0137 1.0174 1.0225
BAID 1.0853 1.0094 1.0030 1.0084 1.0070 1.0146 1.0009 1.0223 1.0135 1.0172 1.0190
MAHB 1.0032 1.0056 1.0065 1.0066 1.0063 1.0080 1.0064 1.0086 1.0104 1.0074 1.0063
CNRB 1.0556 1.0082 1.0055 1.0075 1.0091 1.0087 1.0027 1.0109 1.0128 1.0137 1.0130
CBIN  1.0016 1.0029 1.0058 1.0074 1.0061 1.0100 1.0095 1.0085 1.0047 1.0037 1.0026
CORP 1.0078 1.0048 1.0004 1.0073 1.0047 1.0044 1.0033 1.0066 1.0090 1.0078 1.0083
BKDN 1.0032 1.0048 1.0046 1.0048 1.0059 1.0070 1.0060 1.0073 1.0075 1.0055 1.0037
IDIB 1.0370 1.0012 1.0024 1.0048 1.0049 1.0025 1.0033 1.0030 1.0074 1.0099 1.0075
IOBA 1.0496 1.018 1.0119 1.0110 1.0093 1.0103 1.0104 1.0156 1.0147 1.0085 1.0051
ORBC 1.0088 1.0038 1.0043 1.0079 1.0081 1.0093 1.0074 1.0076 1.0110 1.0106 1.0091
PSIB 1.0062 1.0062 1.0033 1.0006 1.0008 1.0366 1.0030 1.0019 1.0055 1.0031 1.0022
PUNB 1.0061 1.0103 1.0132 1.0140 1.0082 1.0079 1.0137 1.0177 1.0172 1.0161 1.0150
SYNB 1.0055 1.0044 1.0073 1.0098 1.0105 1.0088 1.0071 1.0076 1.0062 1.0069 1.0092
UCBA 1.0062 1.0139 1.0072 1.0086 1.0079 1.0062 1.0054 1.0076 1.0081 1.0068 1.0060
UBIN  1.0061 1.0092 1.0109 1.0122 1.0117 1.0119 1.0105 1.0154 1.0173 1.0164 1.0154
UTBI  1.0023 1.0198 1.0024 1.0002 1.0005 1.0014 1.0027 1.0043 1.0033 1.0033 1.0030
VIJB 1.0073 1.0050 1.0054 1.0066 1.0080 1.0071 1.0072 1.0089 1.0118 1.0103 1.0055
CSBK 1.0005 1.0009 1.0013 1.0010 1.0009 1.0014 1.0002 1.0003 1.0002 1.0002 1.0002
CIUB  1.0007 1.0007 1.0013 1.0029 1.0034 1.0026 1.0014 1.0007 1.0014 1.0043 1.0040
DLXB 1.0001 1.0008 1.0043 1.0117 1.0102 1.0040 1.0037 1.0029 1.0018 1.0022 1.0024
FDRL 1.0061 1.0063 1.0074 1.0091 1.0091 1.0070 1.0054 1.0045 1.0069 1.0086 1.0077
JAKA 1.0104 1.0050 1.0077 1.0048 1.0013 1.0022 1.0053 1.0067 1.0049 1.0037 1.0049
KARB 1.0007 1.0012 1.0044 1.0065 1.0064 1.0074 1.0059 1.0037 1.0031 1.0024 1.0053
KVBL 1.0013 1.0030 1.0045 1.0064 1.0115 1.0132 1.0126 1.0084 1.0057 1.0059 1.0052
LAVB 1.0014 1.0037 1.0059 1.0070 1.0051 1.0039 1.0030 1.0034 1.0062 1.0112 1.0081
NTBL 1.0045 1.0021 1.0001 1.00560 1.0024 1.0050 1.0061 1.0011 1.0024 1.0000 1.0000
RATN 1.0624 1.0000 1.0001 1.0034 1.0052 1.0058 1.0067 1.0039 1.0071 1.0078 1.0090
SIBL 1.0016 1.0024 1.0017 1.0020 1.0025 1.0027 1.0029 1.0031 1.0040 1.0074 1.0103
TMBL 1.0008 1.0008 1.0016 1.0026 1.0130 1.0009 1.0010 1.0010 1.0016 1.0019 1.0022
UTIB 1.0315 1.0300 1.0038 1.0015 1.0026 1.0075 1.0102 1.0007 1.0177 1.0305 1.0277
HDFC 1.0112 1.0039 1.0053 1.0043 1.0085 1.0102 1.0023 1.0027 1.0008 1.0119 1.0060
ICIC 1.1393 1.0251 1.0066 1.0052 1.0024 1.0093 1.0028 1.0050 1.0753 1.0848 1.0437
INDB  1.0519 1.0267 1.0226 1.0090 1.0080 1.0099 1.0066 1.0008 1.0010 1.0040 1.0086
DCBL 1.0387 1.0099 1.0126 1.0214 1.0236 1.0286 1.0164 1.0155 1.0090 1.0079 1.0084
IBKL  1.0912 1.0168 1.0130 1.0169 1.0196 1.0225 1.0137 1.0176 1.0197 1.0173 1.0157
KKBK 1.0859 1.0341 1.0138 1.0201 1.0031 1.0069 1.0081 1.0045 1.0074 1.0075 1.0070
Average 1.0219 1.0084 1.0059 1.0074 1.0071 1.0090 1.0062 1.0074 1.0098 1.0105 1.0094

associated coefficient estimates the change in the mean response per unit increase in the factor when all other
predictors are held constant. It is observed that the two factors viz. deposits and investments significantly affect
TC, DMLPI, TC, and DSMLPI at 5% significance level. Since the coefficients of deposits are positive while
that of investment are negative for all four dependent indexes, the technical change and productivity change
are favourably impacted by the deposits and see adverse affect by the investments during the period 2008 to
2019. The unused assets and capital reserves depict unfavorable impact on TC and DMLPI. Our findings report
a positive influence of the operating income on TC and DSMLPI and operating expenses on TC and DSMLPI.
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TABLE 14. DMLPI of banks showing productivity change in the period 2008-2019.

Banks  2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

SBIN 1.0012 1.0004 0.9888 0.9857 1.0036 1.0005 1.0139 0.9917 1.0000 1.0050 0.9835
ALLA 09971 1.0072 0.9913 0.9997 0.9937 0.9977 1.0014 1.0499 0.9823 0.9976 1.0120
ANDB 0.9976 1.0100 0.9854 1.0003 1.0023 0.9969 1.0038 0.9987 1.0059 0.9880 0.9999
BARB 0.9977 1.0137 0.9947 0.9787 1.0422 1.0815 1.0237 1.0631 1.0235 0.9274 1.0308
BAID 1.0810 0.9821 0.9871 0.9710 1.0208 1.1314 0.9302 1.2150 1.0169 0.9926 1.0113
MAHB 0.9940 1.0018 0.9867 1.0090 0.9956 0.9937 1.0054 0.9869 1.0104 0.9878 0.9996
CNRB 1.0478 0.9725 0.9787 0.9088 1.0129 1.1067 0.8955 0.9831 1.0048 0.9970 1.0078
CBIN  0.9984 1.0057 0.9846 1.0014 1.0095 0.9939 1.0003 1.0140 1.0457 0.9604 1.0026
CORP 1.0026 0.9952 0.9908 1.0042 0.9958 0.9998 1.0053 0.9845 1.0179 0.9832 1.0023
BKDN 0.9964 0.9972 1.0019 1.0014 1.0145 0.9918 1.0097 0.9799 1.0067 0.9980 1.0023
IDIB 1.0364 0.9644 0.9675 0.9804 0.9991 1.0415 0.9586 1.0077 1.0113 0.9886 1.0074
IOBA 1.0330 0.9545 0.9944 1.0012 0.9947 1.0193 0.9886 1.0162 0.9992 1.0013 1.0086
ORBC 1.0073 0.9643 0.9840 0.9921 1.0005 1.0063 0.9899 1.0313 1.0103 0.9921 1.0123
PSIB 1.0000 1.0047 0.9930 0.9808 0.9932 1.1766 0.8900 1.0023 0.9975 0.9981 1.0023
PUNB 1.0072 0.9965 0.9922 0.9921 1.0240 0.9731 1.0099 1.0198 0.9926 0.9792 0.9967
SYNB 0.9935 0.9961 0.9944 1.0066 1.0009 1.0000 1.0020 0.9957 0.9928 0.9994 1.0003
UCBA 0.9944 1.0020 1.0050 0.9752 1.0052 1.0018 0.9995 1.0390 0.9878 1.0043 1.0005
UBIN  0.9943 0.9960 1.0002 0.9938 1.0040 1.0007 0.9993 0.9932 0.9974 1.0016 0.9894
UTBI  1.0023 1.0240 0.9466 0.9297 0.9437 0.9878 0.9980 1.0202 0.9966 0.9827 1.0005
VIJB 0.9996 0.9873 0.9959 1.0040 0.9978 1.0015 0.9961 0.9933 1.0059 0.9933 0.9965
CSBK 0.9991 09954 0.9981 1.0030 0.9961 0.9976 1.0003 0.9959 1.0028 0.9958 1.0011
CIUB  0.9999 1.0009 0.9957 1.0022 1.0052 0.9903 1.0039 0.9937 1.0021 1.0030 1.0054
DLXB 1.0001 0.9981 1.0006 0.9936 1.0091 1.0024 1.0010 1.0169 0.9974 0.9868 1.0029
FDRL 1.0002 0.9948 1.0051 0.9975 1.0052 1.0005 0.9994 0.9915 1.0024 0.9953 1.0030
JAKA 09997 1.0005 1.0021 1.0240 0.9863 0.9914 0.9785 0.9808 1.0140 1.0004 0.9998
KARB 1.0013 0.9958 0.9923 1.0031 1.0065 0.9966 1.0035 0.9853 1.0049 0.9915 0.9963
KVBL 1.0009 1.0061 0.9945 0.9925 0.9953 0.9979 0.9884 1.0064 0.9956 0.9847 1.0079
LAVB 0.998 0.9979 1.0001 0.9916 1.0047 1.0019 1.0026 1.0026 1.0029 0.9892 0.9947
NTBL 1.0040 1.0032 0.9831 1.0419 0.9622 1.0002 1.0045 0.9755 1.0196 0.9994 0.9793
RATN 1.0622 0.9754 0.9966 1.0054 0.9894 1.0008 0.9982 0.9902 1.0118 0.9989 1.0037
SIBL 0.9972  1.0022 0.9989 0.9989 1.0027 0.9929 1.0050 0.9908 0.9974 0.9939 1.0012
TMBL 1.0000 1.0005 0.9963 1.0078 1.0204 0.9733 1.0107 0.9949 0.9997 1.0000 1.0024
UTIB  1.0008 1.0178 0.9240 0.9336 1.0313 0.9557 1.0617 0.9675 1.0029 0.9634 1.0184
HDFC 0.9502 1.0225 0.9799 0.9351 1.0106 1.0214 0.9919 1.0057 1.0114 1.0858 0.9704
ICIC 0.9817 0.9710 0.7314 0.8269 1.0500 0.9559 1.0252 1.1438 1.1631 1.0480 1.0068
INDB  0.9468 1.0187 0.9872 0.9842 0.9912 0.9984 1.0375 0.9651 1.0141 1.0002 0.9938
DCBL 1.0195 09774 1.0254 0.9858 1.0016 0.9694 0.9973 0.9739 1.0371 0.9686 1.0004
IBKL 09775 0.9852 1.0007 0.8739 1.0263 0.9738 1.0541 0.9824 1.0660 1.0422 0.9289
KKBK 0.9881 1.0435 0.9886 1.0527 0.9832 0.9278 0.9992 0.9897 1.0192 0.9968 1.0013
Average 1.0025 0.9968 0.9825 0.9829 1.0032 1.0055 0.9965 1.0077 1.0117 0.9951 0.9995

The feature of fixed assets show a negative impact on EC and EC and a positive impact on TC. The factors
like labor, net profit, return on assets, and NPA are not playing a significant role on the two indexes and their
components.

8. CONCLUSIONS AND FUTURE DIRECTIONS OF RESEARCH

In this study, we introduce an enhanced ML productivity index (MLPI) to address the problem of infeasibility
when evaluating cross-period DDF's in the presence of negative data. In the dynamic network framework,
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Banks  2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
SBIN 1.0017 0.9966 0.9999 0.9917 0.9977 0.9998 1.0099 0.9977 0.9992 0.9970 0.9757
ALLA 0.9954 1.0001 0.9976 0.9991 1.0029 0.9985 1.0044 1.0020 0.9994 1.0039 0.9994
ANDB 0.9961 1.0037 1.0003 1.0022 1.0018 0.9983 1.0012 1.0056 0.9994 1.0020 0.9972
BARB 1.0014 1.0160 1.0030 1.0088 1.0104 1.0205 1.0066 1.0015 1.0026 0.9847 0.9981
BAID 1.0853 1.0089 0.9981 0.9947 1.0152 1.0151 0.9989 1.0401 0.9833 1.0005 1.0013
MAHB 0.9916 0.9971 1.0003 0.9995 1.0007 0.9956 1.0084 1.0014 1.0038 1.0051 0.9947
CNRB 1.0556 0.9946 1.0040 0.9935 1.0047 1.0165 0.9940 0.9998 0.9942 1.0031 0.9991
CBIN  1.0000 0.9971 0.9927 1.0013 1.0026 0.9978 1.0036 1.0107 1.0002 1.0030 1.0003
CORP 1.0078 1.0048 0.9988 1.0008 0.9983 1.0020 1.0021 0.9939 1.0054 0.9946 1.0038
BKDN 0.9950 1.0001 1.0006 0.9984 0.9984 0.9991 1.0040 0.9959 1.0022 1.0037 1.0020
IDIB 1.0370 1.0006 0.9967 0.9947 1.0050 1.0038 1.0013 0.9990 0.9883 1.0049 1.0010
IOBA 1.0344 0.9939 0.9974 1.0052 1.0018 1.0023 0.9989 0.9921 1.0118 1.0075 1.0030
ORBC 1.0051 1.0038 0.9871 1.0017 0.9984 1.0019 1.0023 0.9984 0.9910 1.0103 0.9944
PSIB 1.0000 1.0062 1.0033 1.0006 1.0008 1.0366 1.0030 0.9996 1.0002 1.0011 1.0012
PUNB 1.0089 0.9880 0.9967 0.9986 1.0226 0.9790 1.0023 0.9926 1.0095 0.9940 1.0097
SYNB 0.9909 0.9935 0.9975 0.9961 1.0009 1.0038 1.0016 1.0012 0.9975 0.9962 0.9989
UCBA 0.9921 1.0005 1.0021 0.9980 1.0027 1.0028 1.0026 0.9970 1.0027 1.0011 1.0011
UBIN  0.9917 0.9957 0.9989 0.9961 1.0054 1.0018 1.0003 1.0013 0.9990 1.0023 0.9984
UTBI  1.0032 1.0198 1.0024 0.9993 1.0005 0.9989 1.0042 1.0022 1.0008 0.9991 1.0018
VIJB 0.9996 0.9980 1.0007 0.9954 1.0002 1.0036 0.9993 0.9995 0.9989 1.0076 1.0053
CSBK 0.9988 1.0001 0.9977 1.0032 0.9983 1.0027 1.0000 1.0001 1.0000 1.0000 1.0000
CIUB  0.9998 0.9999 0.9974 0.9985 0.9999 1.0024 1.0015 1.0005 0.9973 0.9939 1.0071
DLXB 1.0001 0.9977 0.9915 0.9857 1.0192 1.0004 1.0005 1.0018 1.0016 0.9973 1.0022
FDRL 0.9999 0.9950 1.0002 0.9955 1.0044 1.0020 1.0030 1.0004 0.9918 1.0032 0.9995
JAKA 09984 1.0042 1.0028 1.0050 1.0020 0.9947 0.9958 1.0010 1.0043 0.9994 0.9968
KARB 1.0019 0.9964 0.9940 1.0009 0.9988 0.9982 1.0065 1.0004 1.0015 1.0005 0.9906
KVBL 1.0007 1.0032 1.0045 0.9845 0.9976 0.9976 1.0048 1.0082 1.0002 0.9991 1.0032
LAVB 0.9980 0.9971 0.9931 1.0037 1.0020 1.0019 1.0006 0.9985 0.9928 0.9932 1.0153
NTBL 1.0045 1.0021 1.0001 1.00560 1.0024 1.0050 1.0061 1.0011 1.0024 1.0000 1.0000
RATN 1.0624 1.0000 0.9997 0.9917 1.0040 0.9934 1.0040 1.0000 0.9872 1.0031 0.9967
SIBL 0.9962 1.0013 1.0007 0.9984 0.9999 0.9997 0.9999 0.9995 0.9963 0.9939 0.9974
TMBL 0.9997 0.9995 1.0013 0.9948 1.0173 0.9973 1.0024 0.9978 1.0002 0.9991 1.0000
UTIB  1.0315 1.0300 1.0038 1.0015 0.9935 0.9933 1.0063 0.9763 0.9697 1.0062 1.0039
HDFC 0.9800 1.0046 1.0053 1.0043 1.0085 1.0102 1.0023 1.0027 1.0008 1.0119 1.0151
ICIC 1.1393 1.0251 1.0066 1.0052 0.9918 1.0159 0.9983 1.0115 1.0753 1.0848 1.0150
INDB 09535 1.0266 1.0313 1.0015 0.9976 1.0018 1.0054 0.9928 1.0004 0.9927 0.9835
DCBL 1.0267 0.9732 0.9961 0.9886 1.0050 1.0200 0.9973 1.0066 1.0044 1.0004 0.9997
IBKL  1.0017 1.0011 1.0052 0.9816 1.0132 1.0031 1.0355 1.0047 1.0018 1.0018 1.0007
KKBK 1.0033 1.0636 1.0138 1.0201 0.9962 0.9887 1.0186 0.9864 0.9931 1.0003 1.0004
Average 1.0095 1.0035 1.0006 0.9986 1.0031 1.0027 1.0035 1.0005 1.0002 1.0025 1.0003

where multiple divisions are connected through intermediate products and multiple periods are linked through
carryovers, the paper’s significant contribution is an extension of MLPI to the dynamic MLPI (DMLPI) and
dynamic sequential MLPI (DSMLPI) involving undesirable outputs and real data values. The proposed indexes
capture productivity change subject to efficiency change and technical change independent of scale change.
The sequential technique considers the past information of the data and eliminates the chance of detecting
technical regress and inconsistency. To demonstrate the usefulness of the suggested indexes, we compare the
findings from DMLPI and DSMLPI using data from 39 Indian commercial banks from 2008 to 2019. We
discovered that the DSMLPI is a superior indicator for detecting efficiency changes than the DMLPI. The
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TABLE 16. Correlation coefficients between indexes and their components over the period 2008
to 2019.

(EC,EC) (TC,TC) (DMLPI, DSMLPI) (EC, DMLPI) (TC, DMLPI) (EC, DSMLPI) (TC, DSMLPI)

(1) 2) 3) (4) () (6) (7)
2008/09 0.72 0.26 0.58 0.44 0.96 0.34 0.72
2009/10 0.82 0.23 0.54 0.53 0.92 0.80 0.71
2010/11 —0.17 0.00 -0.18 0.19 0.99 0.75 0.53
2011/12 0.31 0.07 0.24 0.10 0.99 0.85 —0.12
2012/13 0.49 0.30 0.26 0.27 0.96 0.73 0.43
2013/14 0.64 0.54 0.71 0.20 0.98 0.66 0.67
2014/15 0.33 0.23 0.44 0.29 0.97 0.82 0.38
2015/16 0.03 0.39 0.71 0.15 0.99 0.78 0.41
2016/17 0.21 0.84 0.74 0.21 0.99 0.57 0.74
2017/18 0.50 0.36 0.48 0.45 0.95 0.38 0.85
2018/19 —0.27 —0.08 0.02 0.47 0.90 0.62 0.08

TABLE 17. Coefficients (p-value) of the panel data regression.

Dependent variables

Predictors EC TC DMLPI EC TC DSMLPI
Labor —-7.37 33.52 26.02 —8.75 14.77 5.08
(—=0.1977) (—0.1794) (—0.3043) (—0.2707) (—0.0871) (—0.6253)
Borrowings 0.037 —0.073 —0.036 —0.093 —0.012 —-0.114
(—=0.1391) (—0.5063) (—0.744) (—0.0082) (—0.7587) (—0.0134)
Fixed assets —0.982 1.9 0.928 —2.537 3.361 0.63
(—=0.0059) (—0.2201) (—0.5551) (0) (0) (—0.3292)
Operating expenses  1.102 1.086 2.199 0.157 2.314 2.432
(—0.0565) (—0.6661) (—0.3896) (—0.8442) (—0.0081) (—0.021)
Deposits 0.0002 0.189 0.19 0.005 0.04 0.046
(—0.9784) (0) (0) (—0.6387) (—0.0011) (—0.0018)
Investments 0.062 —0.859 —0.798 0.028 —0.297 —0.264
(—0.0614) (0) (0) (—0.5446)  (0) (0)
Loans 0.014 —0.007 0.007 0.015 —0.031 —0.016
(—0.3182) (—0.9091) (—0.9153) (—0.4528) (—0.144) (—0.5248)
Operating income —0.363 1.717 1.355 0.21 0.503 0.737
(—0.0521) (—0.0353) (—0.1014) (—0.4183) (—0.074) (—0.0303)
Unused assets —0.179 —1.198 —1.376 —0.189 0.03 —0.165
(—0.0006)  (0) (0) (—0.009) (—0.7063)  (—0.082)
Capital reserves —0.504 —19.273 —19.77 0.043 —1.36 —1.231
(—0.4258)  (0) (0) (—=0.9612) (—0.1545) (—0.2853)
Net profit —0.007 —4.707 —4.711 0.765 0.005 0.762
(—0.9929) (—0.1419) (—0.1477) (—0.4529) (—0.9966) (—0.5683)
Return on assets —35.82 206.3 170.99 —70.12 103.03 30.9
(—0.462) (—0.3319) (—0.4282) (—0.3002) (—0.1611) (—0.7274)
NPA 0.304 1.128 1.429 —0.034 0.42 0.376

(—0.1686)  (—0.2409) (—0.1435) (—0.9114) (—0.2064) (—0.3481)
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discrepancies in estimations are attributable to the use of different postulates when constructing these indices.
The empirical findings clearly reveal that productivity change measured by DMLPI is predominantly driven
by technical change, however when measured by DSMLPI, both efficiency and technical change contributed to
the productivity development of Indian banks. Our method is general in that it can handle network dynamic
structures in series including any real data with both desirable and undesirable characteristics. There is currently
no approach that can be utilised to compare the findings of our proposed method described in this research, to
the best of our knowledge.

Extending the current research to a parallel network structure or more complicated network structures with
a feedback mechanism has the potential to be fruitful in the future. Lin and Liu [47] supplied direction vector
characterizations, resulting in a plausible super-efficiency DDF model. Lozano and Soltani [50] suggested utilising
a multi-directional distance function approach to analyse efficiency. The two research papers provide motivation
for developing new direction vectors for computing MLPI. The new directions could shorten the projections of
DMUs on the efficient frontier and possibly project them to the strong efficient frontier. For measuring MLPI,
Arabi et al. [5] suggested a slacks-based measure (SBM) technique. Integrating the SBM and DDF techniques
to compute MLPI in a dynamic DEA network system may yield some interesting results.
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